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Before the 

FEDERAL COMMUNICATIONS COMMISSION 
Washington, DC  20054 

 
 

In the Matter of    ) 
      ) 
Request for Review by AT&T Inc. of ) WC Docket No. 03-109   
Decision of Universal Service   )  
Administrator     )  
   

 
REQUEST FOR REVIEW BY AT&T INC. OF 

DECISION OF THE UNIVERSAL SERVICE ADMINISTRATOR 
 
I. STATEMENT OF INTEREST AND ISSUES 
 
 Pursuant to sections 54.719(c), 54.721 and 54.722 of the Commission’s rules,1 AT&T 

Inc., on behalf of its wholly owned subsidiaries Nevada Bell Telephone Company (“AT&T 

Nevada”) and Pacific Bell Telephone Company (“AT&T California”) (collectively, the 

“Companies”), hereby seeks review of Universal Service Administrative Company (“USAC”) 

Management Responses to the following Independent Accountant’s Reports:  LI-2006-201 and 

LI-2006-204, which, respectively, summarized audits of AT&T Nevada’s and AT&T 

California’s compliance with federal low-income requirements from September 30, 2004 

through September 30, 2005.2  The same third-party auditing firm audited both affiliates and 

issued an identical finding for both carriers, which AT&T is appealing herein.  Thus, for ease of 

                                                 
1 47 C.F.R. §§ 54.719(c), 54.721, 54.722. 
 
2 See Appendix A (Letter to Cathy Carpino, AT&T Services, Inc., from USAC, High Cost and Low 
Income Division (dated February 13, 2009) (attaching LI-2006-201 and USAC Management Response)); 
Appendix B ((Letter to Cathy Carpino, AT&T Services, Inc., from USAC, High Cost and Low Income 
Division (dated February 13, 2009) (attaching LI-2006-204 and USAC Management Response).  See also 
Appendix C (Letter to Steven Ellis, Nevada Bell Telephone Company, from Pamela Gallant, USAC 
(dated June 24, 2008)); Appendix D (Letter to Steven Ellis, Pacific Bell Telephone Company, from 
Pamela Gallant, USAC (dated June 24, 2008)); Appendix E (Letter to Pamela Gallant, USAC, from Cathy 
Carpino, AT&T Services, Inc. (dated July 28, 2008)). 
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administrative review and efficiency, in this request for review, AT&T is appealing several 

findings applicable to one or both carriers.  In particular, AT&T seeks review of USAC’s 

erroneous conclusion that (1) it should recover toll limitation service (“TLS”) support from 

AT&T California and AT&T Nevada because both carriers requested less TLS support than 

permitted; (2) AT&T Nevada was required to separately identify and advertise each of the 

services supported under section 54.101(a) of the Commission’s rules3 in its Lifeline 

advertisements; and (3) AT&T Nevada was required to populate Line 9 of FCC Form 497 

(Lifeline and Link-Up Worksheet) with partial or pro-rata dollars attributable to Lifeline 

subscribers who entered and/or left the Lifeline program during any given month, regardless of 

whether AT&T Nevada sought partial or pro-rata dollars from USAC.4   For the reasons 

provided below, AT&T requests that the Wireline Competition Bureau (“Bureau”) or 

Commission reverse these incorrect audit findings.5   

 

 

                                                 
3 47 C.F.R. § 54.101(a). 
 
4 AT&T has filed requests for review before on two of the three issues presented in this request (Lifeline 
advertising and partial month reporting).  See Request for Review by AT&T Inc. of Decision of the 
Universal Service Administrator, WC Docket No. 03-109 (filed Jan. 7, 2008) (requesting review of the 
partial month reporting finding against AT&T Texas); Request for Review by AT&T Inc. of Decision of 
the Universal Service Administrator, WC Docket No. 03-109 (filed Aug. 18, 2008) (requesting review of 
the Lifeline advertising and partial month reporting findings against AT&T Indiana, AT&T Kansas, 
and/or AT&T Oklahoma).  The Commission sought and received comment on these prior requests and 
AT&T asks that the Commission incorporate by reference the record developed in response to AT&T’s 
earlier submissions.  AT&T notes that every single commenter supported AT&T’s requests for review. 
 
5 We note that there is no monetary value associated with two of the three audits findings.  For the finding 
concerning TLS support, for which USAC has sought to recover TLS-related disbursements made during 
the audit period, the Companies sought less in TLS support than that to which they were entitled.  If the 
Companies had used the TLS amounts contained in their state compliance filings during the audit period, 
they would have received over $500,000 more, combined, than they in fact did.  If the Commission grants 
AT&T’s request for review, the Companies will not seek additional TLS for those prior months; thus, 
granting AT&T’s request for review will have no financial impact on the universal service fund. 
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II. STATEMENT OF FACTS 

 All eligible telecommunications carriers (“ETCs”), such as the Companies, are required 

to provide discounts on the cost of receiving telephone service to qualifying low-income 

consumers.6  ETCs, in turn, are permitted to receive support from the federal low-income support 

mechanism for providing such discounts to such customers.7   

 Toll Limitation Service.  According to the Commission’s rules, ETCs are reimbursed for 

providing toll limitation service to qualifying low-income consumers in an amount equal to the 

ETC’s incremental cost of providing either toll blocking or toll control, whichever is selected by 

the particular customer.8  Prior to, and during, the period covered by the audits, both Companies 

had on file with their respective state commissions cost studies establishing their recurring and/or 

non-recurring unit costs of providing TLS.9  For reasons unknown to current employees, for 

some period of time, both Companies sought TLS reimbursement from USAC for amounts lower 

than the actual TLS unit costs in their respective states. 

 Lifeline Advertising.  The Commission’s rules require ETCs to “[p]ublicize the 

availability of Lifeline service in a manner reasonably designed to reach those likely to qualify 

for the service.”10  There are a number of benefits associated with Lifeline service, including free 

toll blocking, waivers of certain taxes and fees, and waiver of the subscriber line charge (“SLC”).  

                                                 
6 47 C.F.R. § 54.405. 
 
7 47 C.F.R. § 54.407. 
 
8 47 C.F.R. §§ 54.403(c), 54.407(b).  Toll blocking prevents the placement of all long distance calls for 
which the subscriber would be charged and toll control limits the toll charges a subscriber can incur 
during a billing period to a preset amount.  See Universal Service First Report and Order, 12 FCC Rcd 
8776, ¶ 383 (1997) (subsequent history omitted). 
 
9 See Appendix E (attaching copies of state-filed cost support). 
 
10 47 C.F.R. § 54.405(b). 
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To date, neither the Commission’s rules nor its orders detail the information that must be 

included when an ETC publicizes the availability of Lifeline service.  The independent auditor 

reviewing AT&T Nevada’s compliance with the federal low-income rules found that it had failed 

to offer toll blocking to Lifeline subscribers and to specifically identify toll blocking in its 

Lifeline advertising.11  In its management response, USAC stated that ETCs “are required to 

advertise all services supported under 47 C.F.R. § 54.101(a),” and that it therefore concurred 

with the auditor’s finding.12 

 Partial Month Reporting.  In order to obtain reimbursement for discounts provided to 

Lifeline customers, ETCs are required to complete and file with USAC the Commission’s 

monthly worksheet (FCC Form 497).13  This form provides fields for ETCs to report the monthly 

number of low-income subscribers for whom federal support is claimed.14  In addition, the 

instructions to this form state:   

If claiming partial or pro-rata dollars, check the box on line 9.  Enter the dollar 
amount (if applicable) for all partial or pro-rated subscribers.  Amount should be 
reported in whole dollars, and may be positive or negative, depending on whether 
there are more new subscribers being added part way through a month or more 
subscribers disconnecting during the reported month.  DO NOT include partial or 
pro-rata amounts on lines 5-8.15 

 
 The independent auditor selected by USAC to audit AT&T Nevada’s compliance with 

the federal low-income requirements concluded that its practice of reporting all Lifeline 

                                                 
11 Appendix A (Independent Accountant’s Report for Nevada Bell, Attachment 3 at 7). 
 
12 Id., USAC Management Response at 1. 
 
13 FCC Form 497 and instructions available at: 
http://www.universalservice.org/li/telecom/step06/form497.aspx. 
 
14 See Lines 5(a) (for Tier 1 support), 6(a) (for Tier 2 support), 7(a) (for Tier 3 support), and 8(a) (for Tier 
4 support). 
 
15 See Instructions for Lifeline and Link-Up Worksheet at 4. 
 



 

5 

subscriber counts using Lines 5-8 was incorrect, and that AT&T Nevada was required to report 

on Line 9 any Lifeline subscribers who begin or terminate service during any given month.16  As 

noted in the Independent Accountant’s Report, AT&T Nevada uses its billing systems to capture 

the number of Lifeline subscribers at the end of each month and reports this figure in its FCC 

Form 497 filings.  The auditor recommended that AT&T Nevada “take into account the partial 

(i.e., pro rata) Lifeline discounts given to subscribers who entered and left the Lifeline program 

when determining the amount of Lifeline support claimed on the FCC Form 497 each month.”17  

In its Management Responses, USAC concurred with the auditor’s recommendation and 

concluded that ETCs are required to use Line 9 if they gain or lose Lifeline customers mid-

month.18 

 In support of its assertion that the Commission does not require ETCs to use Line 9, 

AT&T Nevada explained that, in September 2004, the Commission announced that it was 

amending FCC Form 497 to require ETCs to report the number of Lifeline subscribers receiving 

federal support for part of the month and the number of service days those subscribers received 

support.19   The revised form was to take effect on October 15, 2004.  After release of this Public 

Notice, many carriers, including representatives of AT&T, met with Bureau staff to express 

opposition to this new requirement because of their inability to track and calculate pro-rata 

support attributable to subscribers who obtain Lifeline service for only part of a month.  In 

                                                 
16 Appendix A (Independent Auditor’s Report for Nevada Bell, Attachment 3 at 8-10). 
 
17 Id., Independent Auditor’s Report for Nevada Bell, Attachment 3 at 9. 
 
18 Id., USAC Management Response at 2. 
 
19 See Wireline Competition Bureau Announces Effective Date of Revised Form 497 Used to File Low 
Income Claims with USAC, WC Docket No. 03-109, Public Notice, DA 04-3016 (rel. Sept. 21, 2004).  
See Appendix F (copy of the revised instructions and form that were supposed to take effect on October 
15, 2004). 
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response to ETC concerns about the revised form, the Commission delayed, and later suspended 

indefinitely, adoption of the new form.20 

III. ARGUMENT 

 A. It Is Inappropriate for USAC to Recover Toll Limitation    
  Service Reimbursements Because the Companies Requested Less   
  Support Than Permitted and Such a Recovery Is Inconsistent with   
  Commission Rules. 
 
 Both Companies have incremental cost studies establishing their unit costs for TLS that 

were on file with the relevant state commission prior to and during the audit period (i.e., 

September 30, 2004 to September 30, 2005).  AT&T has previously provided to USAC 

documentation supporting these incremental costs.21  USAC not only refuses to accept such 

documentation (because they establish that AT&T’s incremental costs were higher than the costs 

that the Companies used in their FCC Form 497 filings) but also seeks to recover all of the TLS 

support payments made to the Companies during the audited months on the ground that those 

payments were different from the Companies’ costs of providing TLS service.22  In other words, 

because the Companies sought approximately $519,000 less in TLS reimbursements than they 

were entitled to, USAC has concluded that the Companies should be required to repay all of the 

approximately $490,000 in TLS support that USAC disbursed to the Companies for these 

months.   

                                                 
20 Wireline Competition Bureau Announces Delayed Effective Date for Revised Form 497 Used for Low-
Income Universal Service Support, WC Docket No. 03-109, Public Notice, DA 04-3188 (rel. Oct. 4, 
2004); Wireline Competition Bureau Announces Delayed Effective Date for Revised Form 497 Used for 
Low-Income Universal Service Support Until Further Notice, WC Docket No. 03-109, Public Notice, DA 
05-604 (rel. Mar. 4, 2005).  
 
21 See Appendix E. 
 
22 See Appendices A & B. 
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 Had the Companies sought more in TLS reimbursements than they should have, it would 

of course make sense for USAC to recover the difference.  Indeed, recovery of funds under that 

circumstance is consistent with Commission precedent.  In its USAC Program Management 

Order, the Commission found that recovery of funds is appropriate for all of its universal service 

programs under the circumstances described in its Schools and Libraries Fifth Report and 

Order.23  One such example of a rule violation warranting recovery of funds is when an applicant 

fails to calculate properly its appropriate discount rate.  In that instance,  

the amount disbursed in violation of this rule is the difference between the amount of 
support to which the beneficiary is legitimately allowed and the amount requested or 
provided.  For instance, in a situation in which the beneficiary made a clerical error in 
calculating the level of participation in the school lunch program, or failed to use an 
approved methodology for calculating the level of school lunch participation, the 
beneficiary may legitimately receive support under a recalculated discount rate.  In these 
circumstances, the amount to recover is the difference between the incorrectly calculated 
amount and the amount recalculated with the appropriate discount.24    
 

The Companies’ use of undocumented – and lower – TLS incremental costs during the audited 

months was plainly a clerical error.  Under Commission precedent, the remedy for such a clerical 

error is to recalculate the amount of support to which the Companies are legitimately allowed.  If 

USAC were to perform such a recalculation, the Companies would be entitled to receive 

significantly more in TLS reimbursements than they originally requested.25  Moreover, even if 

                                                 
23 USAC Program Management Order, 22 FCC Rcd 16372, ¶ 30 (2008) (“Consistent with our conclusion 
regarding the schools and libraries program, funds disbursed from the high-cost, low-income, and rural 
health care support mechanisms in violation of a Commission rule that implements the statute or a 
substantive program goal should be recovered” citing the Schools and Libraries Fifth Report and Order, 
19 FCC Rcd 15808, ¶¶ 18-30 (2004) for examples of rule violations for which recovery should be 
sought). 
 
24 Schools and Libraries Fifth Report and Order, ¶ 27 (emphasis added). 
 
25 While AT&T is not requesting that USAC recalculate the amount of the Companies’ TLS 
reimbursement in order to provide it additional TLS support, if the Commission denies AT&T’s request 
for review, AT&T will revise its FCC Form 497 filings for the audited months to include the higher TLS 
incremental costs.  If USAC rejects those revisions because they were made later than twelve months 
after the data month for which the revision applies, AT&T will appeal that decision too since that 
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the Companies had sought more in TLS support than allowed, which they did not, the 

appropriate response would have been for USAC to recover the “difference between the 

incorrectly calculated amount and the amount recalculated with the appropriate [TLS 

incremental costs]” and not all of the TLS support provided during that period of time.  Simply 

put, nothing in the Commission’s orders or rules authorizes USAC to seek recovery of all TLS 

support payments when an ETC makes such an obvious clerical error, particularly where, as 

here, the amount sought by the ETC was less than the amount to which it was entitled.  USAC’s 

erroneous finding therefore must be rejected. 

 B. ETCs Are Not Required to Advertise Toll Blocking and All Other   
  Supported Services in Rule 54.101(a) When Publicizing the    
  Availability of Lifeline Service. 
 
 The Commission should reject USAC’s incorrect conclusion that ETCs are required to 

advertise all of Rule 54.101(a)’s supported services when publicizing the availability of Lifeline 

service, pursuant to Rule 54.405(b).26  The Commission’s rules do not require ETCs to advertise 

or otherwise publicize the availability of free toll blocking specifically, or the other services 

and/or functionalities that must be provided with Lifeline service (e.g., dual tone multi-frequency 

signaling or its functional equivalent, single-party service or its functional equivalent).27  Rather, 

                                                                                                                                                             
arbitrary deadline is not contained anywhere in the Commission’s rules or orders and its inclusion in the 
instructions to the FCC Form 497 does not to appear to have been subject to prior notice and comment.  
In fact, the Commission and its Inspector General have issued orders and reports containing statements 
that contradict the existence of such a deadline. See, e.g., VCI Company Notice of Apparent Liability, 22 
FCC Rcd 15933 (2007) (directing a carrier to file revised FCC Forms 497 from August 2004 to August 
2007); Assessment of Payments Made under the Universal Service Fund’s Low Income Program, 2008 
WL 5205212, Office of Inspector General Federal Communications Commission at 5-6 (rel. Dec. 12, 
2008) (“Carriers may file an original and revised Form 497 for up to 25 months after the ‘data month’ 
depending on the time of year.  Moreover, once filed, a claim may be revised for 15 to 25 months 
depending upon the time of year”).  
 
26 Appendix A (USAC Management Response at 1). 
 
27 47 C.F.R. § 54.101(a). 
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the rules require only that an ETC “[p]ublicize the availability of Lifeline service in a manner 

reasonably designed to reach those likely to qualify for the service.”28  It is therefore incorrect to 

interpret this rule as requiring an ETC to specifically enumerate and/or explain each of the 

benefits of Lifeline service (such as benefits relating to the SLC, toll restriction, certain taxes and 

fees, and additional Tier Two discounts) or explain that single-party service, among the other 

supported services, is included at no cost to Lifeline subscribers in media of general 

distribution.29 

 The Commission’s rationale for establishing its Lifeline advertising rule was to increase 

awareness of and, therefore, participation in the Lifeline program.30  It is appropriate to question 

how mentioning free single-party service, for example, would increase participation in the 

Lifeline program.  To the contrary, one can only imagine the confusion that would ensue if ETCs 

had to mention in their Lifeline radio and print advertisements that a Lifeline subscriber’s service 

includes toll blocking, and such other features as “dual tone multi-frequency signaling or its 

functional equivalent” and “voice grade access to the public switched network.”31  But, if USAC 

is correct that an ETC must identify TLS in its advertising, then it also would be required to 

identify those other services as well, confusing low-income customers and potentially 

suppressing participation in the Lifeline program.    

                                                 
28 47 C.F.R. § 54.405(b). 
 
29 The Commission’s order establishing this rule says nothing about requiring ETCs to advertise the nine 
supported services in Rule 54.101(a) in order to meet their obligation to publicize the availability of 
Lifeline service.  See Lifeline and Link-Up Twelfth Report and Order, 15 FCC Rcd 12208, ¶¶ 76-80 
(2000).  Indeed, the Commission goes out of its way to say that it is not prescribing “specific, uniform 
methods by which [ETCs] must publicize the availability of Lifeline and Link-Up support.”  Id. at ¶ 79. 
 
30 Id. at ¶ 76. 
 
31 47 C.F.R. § 54.101(a). 
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 C. ETCs Are Not Required to Report Partial Month Lifeline Subscribers  
  on Line 9 of FCC Form 497. 
 
 The Commission should reject USAC’s erroneous conclusion that ETCs are required to 

use Line 9 of FCC Form 497 to report the numbers of Lifeline subscribers who began and ended 

Lifeline service during any given month.  USAC’s interpretation of the Commission’s 

instructions to the form is clearly at odds with the Commission’s deliberate decision not to 

require ETCs to do just that.  By suspending indefinitely the proposed revision to FCC Form 497 

that would have required all ETCs to track the precise start and stop date of every Lifeline 

subscriber and to calculate pro-rated support for each of these subscribers, the Commission 

acknowledged that many, or perhaps, most ETCs simply do not have any mechanized ability to 

do so.  Plainly, if the Commission had intended to require, rather than permit, ETCs to seek pro-

rated support for Lifeline subscribers who take service for only a part of a month, it would have 

adopted the new form.  The fact that it did not do so establishes that there currently is no 

requirement that carriers use Line 9 of the form to separately report and seek pro-rated support 

for such customers. 

 USAC contends that the Commission declined to adopt its new form requiring ETCs to 

separately state partial month Lifeline subscribers because its proposed formula was too 

complicated but that the Commission has always intended Line 9 to be mandatory when an ETC 

has a single Lifeline subscriber who begins or ends service during the month.32  Such an 

assertion has no merit and is contrary to the plain reading of the Commission’s instructions, 

which state “If claiming partial or pro-rata dollars, check the box on line 9.”33  Indeed, AT&T 

                                                 
32 See Appendix A (USAC Management Response at 1-2). 
 
33 Instructions for Lifeline and Link Up Worksheet at 4 (emphasis added).  See also FCC Form 497 
(directing ETCs to “[c]heck box to the right if partials or pro rata amounts are used.”  Emphasis in 
original). 
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Nevada (and all other ETCs) would have to ignore this sentence of the instructions, and the form 

itself, for USAC’s interpretation to have any validity.  USAC does not and cannot cite to any 

Commission precedent to support its view since the Commission has never discussed in any of 

its orders the manner in which ETCs should report such Lifeline subscribers.34  The language of 

the current instructions and form has been in effect since October 2000.  If the Commission were 

concerned about how ETCs were reporting Lifeline subscribers who began or ended service 

during the month, it has had over eight years within which to act.  There can be no question that, 

for over four years, the Bureau has been aware that numerous large ETCs follow AT&T 

Nevada’s practice of using Lines 5 through 8, and not 9, to report all of its Lifeline subscribers 

but has chosen not to mandate partial month reporting. 

 The auditor and USAC do not suggest, nor can they, that, by not using Line 9 to report 

subscribers obtaining partial monthly support, AT&T Nevada is somehow profiting from its 

participation in the Lifeline program.  Based on its experience, AT&T Nevada has no reason to 

believe that it has more Lifeline subscriber-days associated with subscribers who drop their 

service during a month than Lifeline subscriber-days associated with subscribers who add 

Lifeline service during the month  (or vice versa).  AT&T Nevada counts the number of Lifeline 

subscribers it has in its billing systems at the end of the month (e.g., 30th or 31st).  If, for 

example, AT&T Nevada provides service to a Lifeline customer from the first of the month 

through the 29th of the month, when the customer disconnects his or her service, it would not 

include that particular customer in its monthly FCC Form 497 filing even though it provided 

discounted Lifeline service to that particular subscriber for almost the entire month.  In other 

                                                 
34 USAC merely cites to Rule 54.407(c), which requires ETCs to maintain accurate records of the 
revenues they forgo in providing Lifeline service.  47 C.F.R. § 54.407(c).  See Appendix A (USAC 
Management Response at 2). 
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words, for that customer, AT&T Nevada would have provided the Lifeline subsidy but would not 

have sought reimbursement from USAC for that customer.  On the other hand, if it begins 

providing Lifeline service to a new subscriber sometime after the first of the month and 

continues providing service through the end of the month, it would include that customer in its 

monthly count and would receive the full reimbursement for that subscriber.   

 Obviously, AT&T Nevada has little control over when a Lifeline customer begins and 

terminates his or her service during the month.  AT&T Nevada processes Lifeline subscriber 

additions and deletions throughout the month in the normal course of business and, as a result, 

AT&T’s contention that, over time, the amount of support claimed in its FCC Form 497 filings 

for those partial month subscribers “comes out in the wash” is correct.   

As noted above, AT&T Nevada uses its billing systems to obtain the number of 

subscribers receiving the Lifeline discount at the end of each month.  In order for it to separately 

track the number of Lifeline subscribers who begin and end their service during the month, at a 

minimum, AT&T Nevada would have to analyze daily data from its billing systems.  It would 

then have to calculate the pro-rated support for each subscriber, which could be a significant 

undertaking.  Moreover, based on AT&T’s experience, these numbers are not static as USAC 

seems to suggest.35  Even if it were feasible to report partial month subscribers, and AT&T 

Nevada is not conceding that it is, such a task would be extremely burdensome and, thus, AT&T 

Nevada has chosen not to claim partial support by populating Line 9 on the FCC Form 497. 

 If the Commission decides to revisit the issue of requiring all ETCs to report partial 

month Lifeline subscribers, it must do so through notice and comment so that AT&T and all 

other interested parties may explain in detail any technical or administrative impediment to 

                                                 
35 See Appendix A (USAC Management Response at 2) (“A company might have months in which it 
neither lost nor gained Lifeline customers.”).  
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complying with such a new proposed requirement.  The Bureau has no authority to impose this 

new requirement on AT&T alone and certainly should not do so in the context of an audit.  The 

Commission therefore should reject USAC’s conclusion in response to this issue.     

IV. CONCLUSION 

 For the reasons provided above, AT&T respectfully requests the Commission to reject 

USAC’s incorrect Management Responses and find that (1) the Companies’ use of lower, 

incorrect TLS incremental costs was a clerical error for which no recovery of funds is warranted; 

(2) AT&T Nevada was not required to advertise or otherwise publicize the availability of free 

toll blocking specifically, or the other services and/or functionalities that must be provided with 

Lifeline service in media of general distribution; and (3) AT&T Nevada’s practice of reporting 

all Lifeline subscribers on Lines 5 through 8 is permissible. 

 

Respectfully Submitted, 

/s/ Cathy Carpino   
 Cathy Carpino 
 Gary Phillips 
 Paul K. Mancini 
 
 AT&T Inc. 

        1120 20th Street NW 
        Suite 1000 
        Washington, D.C. 20036 
        (202) 457-3046 – phone 
        (202) 457-3073 – facsimile  
 
April 14, 2009       Its Attorneys 
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APPENDIX  A 



USAC
Universal Service Administrative Company

Via Certified Mail Return Receipt Requested

February 13, 2009

Cathy Carpino
AT&T Services, Inc.
1120 20th Street, NW
Suite 1000
Washington, DC 20036

High Cost & Low Income Division

RE: Recovery for TLS Audit Finding for Nevada Bell Telephone Company

Dear Ms. Carpino:

As you are aware, the auditors who conducted the audit of Nevada Bell
Telephone Company (SAC 555173) on behalf of the Federal Communications
Commission (FCC) found an instance of non-compliance with the FCC's rules
governing the Low Income universal service program. A copy of the final audit
report is attached for your reference.

The auditors found that Nevada Bell did not maintain records to document the
company's incremental cost of providing Toll Limitation Service (TLS) to its
Lifeline customers during the months audited (October 2004 and April 2005).
Specifically, the auditors found that Nevada Bell did not have documentation to
support the rate of $3.56 claimed for 331 subscribers in October 2004 and for
357 subscribers in April 2005. The total amount of TLS support claimed for these
months was $2,449.00.

On June 24, 2008, USAC sent a letter to Nevada Bell requesting that the
company submit documentation to substantiate the rates claimed for TLS support
for October 2004 and April 2005. In response, the company submitted
documentation of Nevada Bell's non-recurring TLS unit cost of $6.77, which was
filed in 1996 as part of a rate case with the Nevada Public Utilities Commission.
USAC management has concluded that the documentation submitted by Nevada
Bell does not support the TLS rates claimed by the company for the months
audited. Because the company cannot provide documentation that substantiates
the costs associated with the specific rates claimed during 2004 and 2005, USAC
will recover the TLS support provided during October 2004 and April 2005.

In sum, USAC will recover $2,449.00 in overpayments from Nevada Bell's April
2009 low income support payment, which will be disbursed at the end of May
2009. If this amount exceeds the amount of support due to Nevada Bell, USAC
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will continue recovering the overpayment amount against subsequent months'
support disbursements until all recoveries are complete. In the event Nevada
Bell becomes no longer eligible to receive Low Income support, USAC will issue
an invoice for the balance owed.

If you wish to appeal this decision to the FCC, the appeal must be filed within 60 days
of the date of this letter. Additional information about the appeals process may be
found on USAC's web site at www.universalservice.org/li/abouUfiling-appeals.

Sincerely,

USAC

Enclosure



THOMPSON, COBB, BAZILIO & ASSOCIATES, PC
Certified Public Accountants and l~anagemenl,Systems, and Financial Consultants

• Main Oificc
1101 15th Screel. N W
Slute 400
WashIngton. DC 20005
(202) 737·3300
(202) 737-!.684 Fax

o Regional Office'
100 Pearl Street
141h Floor
Hanford. CT 061 O}
(860) 249-7246
18(0) 275-6504 Fax

Independent Accountant's Repo11
LI-2006-20 1

C R~gional Offlcc'
21 25U Hawthorne Boulevard
Suite 500
Torran~e. C/\ 9050.1
(3tOlin·iOOI
(} 10) 792· 7004 Fax

Nevada Bell
525 Market Street, 191h Floor #21
San Francisco, CA 94105

Universal Service Administrative Company
2000 L Street, N.W.
Suite 200
Washington, D.C. 20036
Attn: Internal Audit

Federal Communications Commission:
445 12th Street SW
Washington, DC 20554
Attn: Inspector General

We have examined management's assertions (Attachment 1) included in their letter dated
March 3, 2007, that Nevada Bell (Study Area Code 555173) complied with the applicable
program requirements of 47 C.F.R Section 54 of the Federal Communications
Commission's Rules and Regulations and Related Orders identified in Attachment 2,
relative to disbursements of $1 ,616,267.00 for Low Income Program Support services made
from the Universal Service Fund during the fiscal year ended September 30, 2005. Nevada
Bell's management is responsible for compliance with those requirements. Our
responsibility is to express an opinion on management's assertions about Nevada Bell's
compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and the standards applicable to
attestation engagements contained in Government Audiiing Standards issued by the
Comptroller General of the United States and, accordingly, included examining, on a test
basis, evidence about Nevada Bell's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances. We believe that
our examination provides a reasonable basis for our opinion. Our examination does not
provide a legal detennination on Nevada Bell's compliance with specified requirements.

A Proj'c.HiO!1{/i COf1;Ofmlon
""""\·w.!~;ba.c[)m



In conducting our examination we found material deviations from prograrn requirements of
47 C.F.R Section 54 of the Federal Communications Commission's Rules and Regulations
and Related Orders. First, Nevada Bell did not have documentation supporting the
incremental cost of providing toll limitation services as claimed on Form 497 for the
sample months of October 2004 and April 2005, a violation of 47 C.F.R. §54.417(a)
recordkeeping requirements. Second, Nevada Bell did not comply with 47 C.F.R.
§54.401(a)(3), which requires that carriers offer toll limitation to all qualifying low-income
consumers at the time they subscribe to Lifeline service. Third, Nevada Bell was not
determining pro rata discounts fix Lifeline customers who were eligible for only partial
months. Detailed infom1ation relative to these instances of material noncompliance is
described in Attachment 3.

In our opinion, except for the material deviations trom the criteria described in the
preceding paragraph, management's assertions that Nevada Bell complied with the
af()rerncntioned requirements relative to disbursements of $1,616,267.00 for low income
support services made trom the Universal Service Fund for the fiscal year ended September
30,2005, are fairly stated, in all material respects.

This report is intended solely for the infom1ation and use of Nevada Bell, the Federal
Communications Commission of the United States of America and the Universal Service
Administrative Company and is not intended to be and should not be used by anyone other
than these speci fied parties.

Washington, DC
:\pol 5, 2007
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Attachment 1
r
I

---_._-----------------------

AT&T Assertion Letter for Study Area Codes
545J70 (Padfie Bell). 445216 (Southwestern BeIJ- Texas). 325080 (Indiana Bell), 415213

(Southwestern Bdl- Kansas), 435215 (Soutbwestuo Bell- OkJahon13) and 555173 (Nevada Bell)

Report of Mllnugement on Compli:m('c with Applicable ReqolremenU of 47 C .F.R. ~rlioD 54 of the
Feilenl CommuDie:ltions ('ommisslou's Rulf'S, Re-guhrlons :aDd Relaled Orders

Mar.ngemelll of AT&T is responsible for enstiJL,g thaI the carrier is in compliance willl applicable
requirements of the Federal Communications Comrnisslon (FCC) rules :>147 CF.R. §§ :>4. \ 01,:>4201 -.
54.209, and 54.400·- 54.417 as well a5 related FCC Orders

Management has perfolTl'lCd an evaluation of the carner's compli3.llCc with the applicable requiIemcllts of
FCC rules al47 C.FR. §§ $4.101,54.201·- 54.209, and 54.400 .• 54417, and rehted FCC Orders v.ith
respect to providlIlg discounts to eligible low income consumers and seeking reimbursement from the
Umversal Service Fund (l.:SF) dUring the year ended Seplember 3D, 2005

r\ T&T ma),;e, tile following lls~rtlonswith resp«t to Low Income Program reimbursements reaivcd
from Ihe liS,"' (or Study Area Codes liSled abovt for year ended September 30, 2005:

A. Carner Ehgiblhty - AT&T asserts that it

1. is an eligIble tcleCOl'lUnWlications carrier tETe) that proYJdes the services thaI an eligible carner
must offer to receive federal universal service sUppOTt (See the attached documents/onlet'
showlng ETC status for each of the six states.)

2. makes avaiLlble Lifeline st'rvicc, DS Jelmcd in 54.401,10 qualifying low·income consume"

B AdvertISing Supported Servict:s AT&T asserts Ihal il publicizes lIle avallability of supported services HI

a maimer reasonably deSigned to reach those likely to qualify for Lifeline and Toll Lllnirallon Support
servIces.

C Rate verification .- AT&T assem that it:

I. provides discO\U1ts 10 qualifying subscribers for Lifehne service

TIer l' Available to nil eligible Llkhne subscribers equal to the Incumbent Lo<:.1
Exchang~ Camer's (ILEC's) "tunl feduOlI !<lnffed subscriber hne clwrge.

I), Tier 1; iJ.7S per lTh)nth avallable:o quahfied low-mcome consumers, lethe c:urier
received any non-fetleral approvals necessary to implemenl the Tequlrcd ratc reductlon
and pa.s5~ tJu'Ough the full aIlIOWlt ofTief 2 support to the 'l\mJifymg low·lJ)C()ITIr.
consurner

III T,cr J. An addllJonal amount (If federal Likhne wpport equal to one-hall the amount
of any St:lle-mand'Hed Lifellflc support, or one halfofany Lifehne ~llpporl pf()vided
by the Servi,;e Provldl'r. up to a rmxirnum of $1. 75 per JTl<lnth.

1\ TICT'l' .'\d,htlOnal fedcralllf"lmc SCIPPOrt of lip tn~25 p"r month to d:glble r<slllent;
ofrriballands, as defined 10 § 54.400 (e), ~!i long as the amount does not bring the
baSIC local resitlWllal rate below S J per month pe, qualifying lew-income !iubs<:nbcr

?ro"ld~s dlSCOllnlS 10 qU.:llllying subscnbcrs lor Lillk Up service'
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Attachment 2

Federal Communkations Commission's 47 c.'F.R. Part 54 Rules and Related Orders \\ith
which Compliance was Examined

Carrier Eligibility:

Section 54.101 (a)

Section 54.201 (a)

SecTion S4.405 (a)

Advertising Supported Services:

Section 54.201 (d) (2)

Section 54.405

Rate Verification:

Section 54.101 (9)

Section 54.401 (c)

Section 54.403 (a) (1)

Section 54.403 (a) (2)

Section 54.403 (a) (3)

Section 54.403 (a) (4)

Section 54.403 (c)

Section 54.407

Section 54.411 (a) (1)

Section 54.41 I (a) (3)

Section 54417 (a)

Fedem/5'w!e Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Red
8776, .~: 385-389 (1997»

COl/sum er Oualificatiol/s:

Section 54.4 10

Submission of FCC Form 497:

Section 54.407

General Recordkeeping:

Section 5'L417 (a)

In (he ,Vlalter afLifeline and Link-Up, we Docket No. 03-109, Report and Order and Further
Notice of Proposed Rulemaking, 19 FCC Rcd 8302, ~ 40 (2004)
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Attachmcnt 3

Comment One Toll Limitation Services Cost--Section 54.417(a) Noncompliance

Condition For this audit, Nevada Bell did not provide docurnentation supporting the
incremental cost of providing toll limitation services (TLS) as claimed on
Fonn 497 for the sample months of October 2004 and April 2005. A rate
of $3.56 for TLS nonrecurring costs was claimed for each of 331
subscribers for whom TLS was initiated in October 2004 (the total claimed
was $1,178) and 357 subscribers for whom TLS was initiated in April 2005
(the total claimed was $1,271).

Criteria Section 54417(a) of 47 C.F.R of the Federal Communications
Commission's Rules and Regulations and Related Orders requires that
eligjble telecommunications carriers must maintain records to document
compliance with all Commission and state requirements goveming the
Lifeline/Link Up programs for three full preceding calendar years and
provide that documentation to the Corrunission or USAC Administrator
upon request.

Cause According to Nevada Bell, documentation (e.g., a cost study) supporting
the rate of $3.56 for the nonrecurring costs of 'fLS claimed on Form 497
for October 2004 and April 2005 was not available.

Effect \Vc could not determine \vhether the total TLS dollars claimed on Form
497 for the sample months of October 2004 and April 2005 were accurate.

Recommendation We recommend that Nevada Bell take steps to ensure that all records,
including documentation supporting the incremental cost of providing TLS,
needed to document compliance with all Commission and state
rcqmrements governing the Lifeline/Link Up programs are maintained for
three hIli preceding calendar years and provided to the Commission or
eSAC Administrator upon request.

Beneficiary Response The TLS rate (nonrecurring only) claimed on the Form 497 for October
2004 and April 2005 was based on previously completed cost studies, the
details of which could not currently be located. In 2005, Nevada Bell
updated its cost studies for the incremental cost of providing toll limitation
services and began using the updated rates (both recurring and
nonrecurring) on the fOnT) 497 effective in January 2006. The new
nonrecllrring rate of $6.77 is higher than the rate claimed for October 2004
and April 2005 of $356 for the nonrecuning costs. Had the updated study
results been used for the aforementioned months. the TLS dollurs claimed
would have been $2k higher.
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Comment Two Offering Toll Limitation Services--Section 54.401(a)(3) Noncompliance

Condition According to an ;\T&'1' officIal, when subscnbcrs are emolling in the
Lifelme program, service representatives do not bring up and offer toll
limitation service. The service representatives sign subscribers up for toll
limitation service only if the subscribers ask. In addition, Nevada Bell's
advertising provided for this audit did not mention to]] limitation service.

Criteria Section 54401(a)(3) of 47 C.F.R of the Federal Communications
Commission's Rules and Regulations and Related Orders requires that
caniers oller toll limitation to all qualifying low-income consumers at the
time they subscribe to Lifeline service. If the consumer elects to receive
toll limitation, that service shall become part of that consill11er's Lifeline
service. AT&T rnanagement asserted, by letter dated March 3, 2007 that it
allows eligible consumers to voluntarily subscribe to toll blocking or toll
restriction at no cost.

Calise Nev<1cla Bell does not have a policy or procedures in place instructing
service representatives to infom1 Lifeline applicants about the availability
of toll limitation service and offer this service at the time the applicants
subscribe to Lifeline.

Effect Qualifying Jaw-income consumers may not know that toll limitation
service is available at the time they subscribe to Lifeline. Some consumers
who do not receive toll limitation service may have elected to do so if they
had been informed of and offered this service.

Recommendation We recommend that Nevada Bell develop a policy and procedures
instIUcting service representatives to inform Lifeline applicants about the
availability of toll limitation service and offer this service at the time
applicants subscribe to Lifeline.

Beneficiary Response Nevada Be]] service representatives unclerstand that Lifeline customers
may receive toll restriction. Nevada Bell is reviewing all disclosures and
methods documents to ensure infolmation about free toll restriction is
adequately covered. Nevada Bell will review disclosure requirements with
all service representatives and ensure thaI service representati ves inform
customers inquiring about Lifeline that free toll restriction is available to
them. A check-off box requesting free toll restriction will be added to
Lifeline applications. Nevada Bell service representatives will infonn
customers that the customer Inay check off the ~ox requesting hee toll
restriction on the application they wi]] receive or may call Nevada Bell
after they have been enrolled in Lifeline and t-equcsl free tell! restriction.
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Comment Three

Condition

Criteria

Calise

Effect

Form 497 Lifeline Support-Section 54.403(a) Noncompliance

According to AT&T officials, in determining the amount of Lifeline
support claimed on the Fcdcrlll Communications Commission (FCC) Form
497 each month. a count of thc number of subscribers in Nevada Bell's
LifeLine Program on a particular day at the end of the momh was obtained
from the billing system for reponing on the Form 497. The number of
subscribers was multiplied by the different Lifeline Tier ral'~., to detemline
the amount of Lifeline support claimed. No adjustment was made on Line
9 of Form 497 for new subscribers who joined the Lifeline Program upon
approval during the month and subscribers who left the Lifeline Program
during the month; although these subscribers were given partial (i.e., pro
rata) discounts on their telephone bills for that month.

According to Section 54.403(a) (2), (3), and (4) of 47 C.F.R of the FCC
Rules and Ref,rulations, Tier Two, Tier Three, and Tier Four federal
Lifeline support amount will be made available to the eligible
telecommunications carrier if that carrier certifies to the Universal Service
Administrative Company Administrator that it will pass through the full
amount of Tier Two, Tier Three, and 'rier Four support to its qualifying
low-income consumers. According to the instructions for completing Form
497, Line 9 on the form is fc)r claiming the partial or pro rata amount for all
partial or pro-rated subscribers. According to the instructions, this amount
may be positive or negative depending on whether thG"fe arc more new
subscribers being added part way through a monlh or more subscribers
disconnecting during the rep0l1ed month. Page 2 of Form 497 requires the
signature of an oHicer or employee of the company certifying that the
company will pass through the full amount of all Tier 'Two, Tier Three, and
Tier Four federal Lifeline support for which the company seeks
reimbursement, as well as applicable intrastate Lifeline support, to all
qualifying low-income subscribers by an equivalent reduction in the
subscriber's monthly bill for local telephone service.

In detem1ining the amount of Lifeline support claimed on the Fonn 497
each month, Nevada Bell did not take into account the partial (i.e., pro rata)
Lifeline discounts given to subscribers who entered or left tbe Lifeline
program some time during the month, According to AT&T offiCIals, the
approach used to determine the amount of Lifeline support claimed on the
Form 497 "comes out in thc wash" over time because some Lifeline
subscribers come and go each month.

l'he amount of LIfeline support claimed on the Form 497 for each month
may not equal the (lema] Lifeline discounts passed on to subscribers for that
same month, depending on (I) whether tbere were more new subscribers
added to the Lifeline PrognHrI part way through the month or more
subscribers who left the Program during the month and (2) the days of the
montb that subscribers were added to and left the program, which
determines their pro rata discounts
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Recommendation We, recommend that Nevada Bell take into account the partiaJ (i,e" pro
rata) Lifeline discounts given to subscribers who entered and Jeft the
Lifeline program when detennining the amount of Lifeline support claimed
on the FCC Form 497 each month,

Beneficiary Response The Company disagrees with the auditor's premise that the Commission's
existing rules and the current FCC Form 497 and instructions require :m
ETC seeking reimbursement for Lifeline discounts to repon separately
lifeline subscribers that were added to and/or dropped from the Lifelinc
program during any given month, rather than simply reporting the total
number of current LJfeline subscribers as of a particular date at the end of
the month. The Company notes in this regard that, in 2004, the
Commission proposed to amend Form 497 to adopt such a requirement, but
ultimately did not do so. Specifically, in September 2004, the Commission
issued a public notice announcing that, begirming October J5, 2004, ETCs
seeking reimbursement for Lifeline support would be required to use the
revised form, which required ETC:; separately to report the number of
subscribers receiving such support for the whole month and the number of
subscribers receiving such suppon for only a pa11 of the month (as well as
the total service days for such subscribers), See Wireline Competition
Bureau Announces EjJixlive Date of Revised Form 497 Used CO File Low
Income Claims with W,>'AC, we Docket No. 03-109, Public Notice, DA 04­
3016 (reI, Sept. 21, 20(4). Following this 3rIDouncement, representatives
of the Company and other ETCs met with Commission Staff to urge the
Commission not to adopt the new form and requireE'rCs to break out and
report separately the number of low-income subscribers receiving Lifeline
support for only part of a month because those carriers did not have
systems in place to separately track such subscribers and calculate pro­
rated support. In response, the Commission delayed, and later suspended
indefinitely, adoption of the new form. See Vr'ireline Competition Bureau
Announces Delayed Effective Date for Revised Form 497 Used for Low­
Income Universal Service Support, WC Docket No. 03-109, Public Notice,
DA 04-3 I 88 (rel. Oct, 4, 2004) (delaying the effective date of the Ilew [onn
until April 15, 20(5); Wireline Competilion Bureau Announces Delayed
Effective Date for Revised Form 497 Used for l.ow-income Universal
,,,'ervice Support Until Further Notice, WC Docket No, 03-109, PubJic
Notice, DA 05-604 (Mar. 4, 20(5) (delaying the effective date until further
notice). Plainly, if the Commission had intended to require, rather than
permit, ETCs to seck pro-rated support forL.ifc1ine subscribers who take,
service for only a parr of a month, it would have adopted the new form ­
the fact that it did not do so establishes that there currently lS no
requirement that carriers separately report and seek pro-rated support tor
such customers.

The language of the instructions to the current fcmn is not 10 the conlrary.
In particular, the instmctions for Line 9, which the auditors cite as support
for the purported requirement that I~TCs separately report par1ial-nlonth
subscribers, state only that ETC's should use Line 9 "iF' they are claiming
partial or pro-rata dollars: "If claiming partial or pro-rata dollars, check
box on line 9." Likewise, Line 9 on the :1Ctual form itself provides:
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Auditor Response

''Check box to the right if partials or pro rara amounts are used."
(Emphasis added.) The instructions and form thus simply Identify where
on the fom1 a carrier should report partial-month subscriber data if the
carrier is able to and chooses to do so.

According to USAC, The carrier should only be c1aimmg support equal to
the amount they are passing to irs subscribers and should only be giving
support to subscribers for the time they are actually receiving the discount.
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USAC

USAC Management Response

Date June 28, 2007

Subject: IPIA (Improper Payment Improvement Act) Audit of the Low Income
Program of Nevada Bell Telephone Company (L1-2006-201)

USAC management has reviewed the IPIA Audit of Nevada Bell Telephone
Company (55173). The audit firm TCBA has issued a qualified audit report. Our
response to the audit is as follows:

Condition #1 L1-2006-201:
For this audit, Nevada Bell did not provide documentation supporting the
incremental cost of providing toll limitation services (TLS) as claimed on Form
497 for the sample months of October 2004 and April 2005. A rate of $3.56 for
TLS nonrecurring costs was claimed for each of 331 subscribers for whom TLS
was initiated in October 2004 (the total claimed was $1,178) and 357 subscribers
for whom TLS was initiated in April 2005 (the total claimed was $1,271).

Management Response:
USAC concurs with the comment, effect and recommendation in the Opinion,

Condition #2 L1-2006-201:
According to an AT&T official, when subscribers are enrolling in the Lifeline
program. service representatives do not bring up and offer toll limitation service.
The service representatives sign subscribers up for toll limitation service only if
the subscribers ask. In addition, Nevada Bell's advertising provided for this audit
did not mention toll limitation service.

Management Response:
Eligible telecommunications carriers are required to advertise all services
supported under 47 C.F.R. § 54.101(a)1 USAC concurs with the comment,
effect and recommendation in the Opinion.

Condition #3 L1-2006-201:
According to AT&T officials, in determining the amount of Lifeline support
claimed on the Federal Communications Commission (FCC) Form 497 each
month, a count of the number of subscribers in Nevada 8ell's Lifeline Program on
a particular day at the end of the month was obtained from the billing system for

',p C.!I~. § 54201(d)(2)



reporting on the Form 497. The number of subscribers was multiplied by the
different Lifeline Tier rates to determine the amount of Lifeline support claimed.
No adjustment was made on Line 9 of Form 497 for new subscribers who joined
the Lifeline Program upon approval during the month and subscribers who left
the Lifeline Program during the month; although these subscribers were given
partial (i.e., pro rata) discounts on their telephone bills for that month.

Management Response
USAC concurs with the comment, effect and recommendation in the
Management Letter. Line 9 (pro-rata support) of FCC Form 497 should be used
by carriers to adjust their support claim if they lose or gain Lifeline subscribers
throughout the month. A carrier is not entitled to be reimbursed for a full month
of support for a subscriber that began Lifeline service mid-month2

. The
instructions to Line 9 of FCC Form 497 include the word "if" because pro-rating is
not mandatory unless a company has Lifeline customers who started or
terminated Lifeline support mid-month. A company might have months in which
it neither lost nor gained Lifeline customers. In those instances, the company
would not pro-rate Lifeline support. Accordingly, the instructions to FCC Form
497 include the permissive "if" because companies that have maintained the
same number of Lifeline subscribers throughout a month will not have to pro-rate
their Lifeline support.

The FCC had considered adopting a complicated formula for calculating pro-rata
support, but the OMS-approved version of the form that contained this formula
was not implemented. The FCC has not, however, adopted a policy that allows
companies to assume that added and deleted Lifeline accounts "come out in the
wash" each month; line 9 of FCC Form 497 is designed to capture pro-rated
amounts. A carrier has a responsibility to maintain accurate records of the
revenue it forgoes in providing the Lifeline discounts3

This concludes the USAC management response to the audit.

"Set! ,17 C.F.R ~ 5,1.407(<1) Lnivcrsal sen·icc support jill' providing Lifelinc shall he provi,kd direetl) to
the eligible telece)mmunicarions carrier. based nn the number of qualifying luw-income COlmnJlers it
SU\cs. under C1dlllinistrativc prexcuures determined by the Administrator.

"c" ·\7 C.F.K ~ 5'I.-t07(c).
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USAC
Universal Service Administrative Comp,lIly

Via Certified Mail Return Receipt Requested

February 13, 2009

Cathy Carpino
AT&T Services, Inc.
1120 20th Street, NW
Suite 1000
Washington, DC 20036

High Cost & Low Income Division

RE: Recovery for TLS Audit Finding for PacBell Telephone Company

Dear Ms. Carpino:

As you are aware, the auditors who conducted the audit of PacBell Telephone
Company (SAC 545170) on behalf of the Federal Communications Commission
(FCC) found an instance of non-compliance with the FCC's rules governing the
Low Income universal service program. A copy of the final audit report is
attached for your reference.

The auditors found that PacBell did not maintain records to document the
company's incremental cost of providing Toll Limitation Service (TLS) to its
Lifeline customers during the months audited (February 2005 and May 2005).
Specifically, the auditors found that PacBell did not have documentation to
support the weighted average rate of $4.24 claimed for 59,607 subscribers in
February 2005 and the weighted average rate of $4.26 for 55,350 subscribers in
May 2005. The total amount of TLS support claimed for these months was
$488,930.00.

On June 24, 2008, USAC sent a letter to PacBell requesting that the company
submit documentation to substantiate the rates claimed for TLS support for
February 2005 and May 2005. In response, the company submitted
documentation of PacBell's recurring TLS unit cost of $0.40, which was part of a
1995 filing with the California Public Service Commission, and non-recurring TLS
unit cost of $6.74, which was approved by the California PSC in 1997. USAC
management has concluded that the documentation submitted by PacBell does
not support the TLS rates claimed by the company for the months audited.
Because the company cannot provide documentation that substantiates the costs
associated with the specific rates claimed during 2005, USAC will recover the
TLS support provided during February 2005 and May 2005.

2000 L Street, N.W Suite 200 Washington, DC 20036 Voice 202.776.0200 Fax 2027760080 www.usacorq



In sum, USAC will recover $488,930.00 in overpayments from PacBell's April
2009 low income support payment, which will be disbursed at the end of May
2009. If this amount exceeds the amount of support due to PacBell, USAC will
continue recovering the overpayment amount against subsequent months'
support disbursements until all recoveries are complete. In the event PacBell
becomes no longer eligible to receive Low Income support, USAC will issue an
invoice for the balance owed.

If you wish to appeal this decision to the FCC, the appeal must be filed within 60 days
of the date of this letter. Additional information about the appeals process may be
found on USAC's web site at www.universalservice.org/li/aboutlfiling-appeals.

Sincerely,

USAC

Enclosure



THO!\1PSO:\" COBB, BAZILlO & ASSOCIATES, PC
Certified Public Accountants and Management, Systems, and Financial COfHlllfallts

• \tal r. Orflce
II01151hStreel."i,W

SUI!!: 400
Washjn~1cn. DC 200115
(;'02) 1)7-3]00
(Z02173!"2()&~ Fax

o Reg.o""l Oni,<
100 Pearl Street
14th Floor
Hartford, cr 06 IOJ
(860) 249·7246
(860) 27 '\6')04 Fax

Independent Accountant's Report
LI-2006-204

[j Regional Oftlce:

21 250 riawthorne 80ukvard
Suite 500
Torr"nc", C'\ 9050]
\]IOi 792·)1101
(310) 792· 7004 Fa~

Pacific Bell
525 Market Street, 19th Floor #21
San Francisco, CA 94105

Universal Service Administrative Company
2000'L Street, N.W.
Suite 200
Washington, D.C. 20036
Attn: Internal Audit

Federal Communications Commission:
445 12th Street SW
Washington, DC 20554
Attn: Inspector General

We have examined management's assertions included in their letter dated March 3, 2007,
(Attachment 1) that Pacific Bell (Study Area Code 545170) complied with the applicable
program requirements of 47 C.F.R Section 54 of the Federal Communications
Commission's Rules and Regulations and Related Orders identified in Attachment 2,
relative to disbursement'> of $214,080,724.00 for Low Income Program Support services
made h'om the Universal Service Fund during the fiscal year ended September 30, 2005.
Pacific Bell's management is responsible for compliance with those requirements. Our
responsibility is to express an opinion on management's assertions about Pacific Bell's
compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and the standards applicable to
attestation engagements contained in Government Auditing Standards issued by the
Comptroller General of the United States and, accordingly, included examining, on a test
basis, evidence about Pacific Ben's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances. We believe that
our examination provides a reasonable basis for Ollr opinion. Our examination does not
provide a legal determination on Pacific Bell's compliance with specified requirements.

A p",?!e.Viio1!ul C011}()1'l1film
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In conducting our examination we found a material deviation from program requirements
of 47 C.F.R Section 54 of the Federal Communications Commission's Rules and
Regulations and Related Orders. We could not determine whether the total toll limitation
services amounts claimed on Fonn 497 for the sample months of February 2005 and May
2005 were accurate because Pacific Bell did not have documentation supporting the
incremental cost of providing toll limitation services. This is a violation of 47 C.F.R.
§54,417(a) reeordkeeping requirements. Detailed information relative to this instance of
material noncompliance is described in Attachment 3.

In our opinion, except for the material deviation from the criteria described in the preceding
paragraph, management's assertions that Pacific Bell complied with the aforementioned
requirements relative to disbursements of $214,080,724.00 for low income support services
made from the Universal Service Fund for the year ended September 30, 2005, are fairly
stated, in all material respects.

In addition, and in accordance with Government Auditing Standards, we noted an instance
of immaterial noncompliance that we have reported to Pacific Bell in a separate letter dated
AprilS, 2007.

This report is intended solely for the infonnation and use of Pacific Bell, the Federal
Communications Commission of the United States of America and the Universal Service
Administrative Company and is not intended to be and should not be used by anyone other
than these specified parties.

Washington, DC
April 5, 2007
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Attachment 1
-'---'~~-'-~-'--'-------

AT&T Assertion Letter for Study Area Cod",
5~S170 (Pacific Uell). 445216 (Southwestel'n Bell- Teus). 325080 (Indiana liell), ~152l3

(Southweltern Uell- Kans~s), 435215 (Southwestern Bell- Oklahoma) and SS51i3 (~nada Bell)

Report uf M""al,\c,"cnt Oil COlllpli.lIce with Applicable Requirements of 47 c.r.R. Seelinn 54 f)( the
F,,,lcral COlllll1unicalions Cummlssion's I{UIL'>, Regulation~ and Relat"d Orders

MUllagcf1IC:t, of AT$: " I' responSible icr ens.aing lhalth, ,.nier is in eompll~n.e with apfllinblc
requircmcnls of III<' F,'dr,ol ('OJ1lIllUnll"llOns('ornrrus"on (FCC) n,le; at 47 (' f.R. §§ 5-1101. 5~ 201
54209, Jllti 5·' .·100 -- 54.-1 17 ~ well as related FCC Orders

Managrtllcilt h,,, pcrinrmd all cvahutiun of the Cl:T,er'S corr.p:iance with the applicabl" requllell1clIl, of
FCC rules al47 ('rio( §~ 54101. 54,201 .. 54,209, wd 54 400 .. 54.417, and relaled FCC Orders ....ilh
rt'ree! !o rro\'i<!iJIg '~'S'Oalll> In ,'llpbk low In,ome c()nsurne~ and $eckmg ICimburse,"ell1 frol11 lile
UnlV<'r,''': S''''"e runl! (LSr-1 dllTlng :h," }'~ar ended Septemher 30. 200S

,\T & T makes Ill,' roll()win~ assertions wilh rc.pcet to Low Income ProgrOlrtl rl'illlUUT1iI'lIl~llts r.c,'iHu
from tlH' t:SF for Study Are. Codes hsted aboH for year cnded September 30, 2005:

A, Carr:cr Ehg,billty - AT&T 3ss<:rts thalli'

I, " ..n cll~,blc IckcOllltllUtJlcai,Ulls ~afl1cr (ETC) thai provides the services tbat an eligible carne!
must Mier 10 leceive fec1erJI universal ,elvice support (See the attached dOClllllenls/orders
sho\\'ln~ ETC sl~IUS lor cadt of Ihe sis SI:ltC$.)

milkc~ uVilLlable LifcluH': ~l.:rvit.·.t·, .1$ ddillcrJ ill 54.401, to qualifying low·incorne COlbUI:lcrs..

B, AdY(nl$ln~ SUppt)rttd ;-';cn, jCl~~: AT&T 'IS5t'r1S llwt II puhlicizes the availability of supported 5t:rvi(:t."s In

3 mallner r,'nooIJubly Jeslgm'd 10 le,lell Ihose Jikdy 10 qualify fOI L,f"line and Toll LlmllalJOn Support
5crvi,cs,.

C R'IlC verification AT&T assens Ihal II:

provldcs tlIscoll1l1s 10 'lualJfyillf, s\lbscribc,~ for Llfcline serVICe:

TIC! l' AVJllable 10 nil d,glble Lifeline subscnbcrs equal 10 thc IncIlmbenl LocuJ
r:~cha:l~,e Carne,', (11.1'.C'q aClu,,1 feJernl tan fled s\.blcribcr 1mc charge,

it. Tier 2: ), I. '7.5 pel" niOnth j.\v,)ll.lb~, ~o qUJlltkd low. im;omc coosun1crs. ~f the CiUner
received any nvn-r~defJl ;tpPlov.d.., nC(:(,'i,~ry 10 lInpie'rnc::nt lhe requilctl rate: reduction
Jod passes through tile full arnoulil 01 TIt'1 2 SllPP0t'1 to the 'ltiaht'ying lo .... -i.ocom"
conSUIT'.er

1:1. : Icr} An add,llolul Sll\oun1 of federal LI!cllllc support equal 10 one-half lhe amount
d all~ Stute'1l1"mbt«1 L11'dme ,"ppm1, or one half of Jny Lifeline >up;:>ort provided
by lb, S<:r"c( Plov~der, up tu a nWX;tlllil1l ufSI ,75 P,,1 !!Iomh,

Tier <\ Addll,ona: r.:dcra! Llrcl,nc :,,'ppon of lip tn $25 per 'f1onlh to eliglhle residenls
Df lr:ballanc1s, as denne,! it1 § 54.400 (e), as loag as Ihe amount docs !Wl britt!: the
b,S"- 100: res,denll,lI ratc below S1 rei munth PCI Y\lallf)'lllg low-income ,;ubscllbn,

prOVides dl$c.ounl:i to qualilying ~\Ibst.:rihcrs for L;n;; t:p _st:rvice

Page 3





Attachment 2

Federal Communications Commission's 47 C.F.R. Part 54 Rules and Related Orders with
which Compliance was Examined

Carrier Eligibilitv:

Section 54.101 (a)

Section 54.20 I (n)

Section 54.405 (a)

Advertising Sup/!orted Service!.:

Section 54.201 (d) (2)

Section 54.405

Rate Verificatio,,:

Section 54.101 (9)

Section 54.401 (c)

Section 54.403 (a) (1)

Section 54.403 (a) (2)

Section 54.403 (n) (3)

Section 54.403 (a) (4)

Section 54.403 (c)

Section 54.407

Section 54.411 (a)(l)

Section 54.411 (a) (3)

Section 54.417 (n)

Federal-State Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Red
8776, '\i~ 385-389 (1997))

COllsumer Qualifications:

Section 54.410

Submission o(FCC Form 497:

Section 54.407
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Attachment 3

Comment Toll Limitation Services Cost--Section 54.417(a) Noncompliance

Condition For this audit, Pacific Bell did not provide documentation supporting the
incremental cost of providing toll limitation services (TLS) as claimed on
Form 497 for the sample months of February 2005 and \'lay 200S-rates of
$0.0356592 for recurring costs and $4.07376 for nonrecurring costs. A
weighted average rate of $4.24 was claimed for each of 59,607 subscribers
for whom TLS was initiated in February 2005 (the total claimed was
$252,892), and a weighted average rate of $4.26 was claimed for each of
55,350 subscribers [or whom TLS was initiated in April 2005 (Lhe total
claimed was $236,038).

Criteria Section 54.417(a) of 47 C.F.R of the Federal Communications
Commission's (FCC) Rules and Regulations and Related Orders requires
that eligible telecommunications carriers must maintain records to
document compliance with all Commission and state requirements
governing the Lifeline/Link Up programs for three full preceding calendar
years and provide that documentation to the Commission or USAC
Administrator upon request.

Cause According to Pacific Bell, documentation (e.g., a cost study) supporting the
rates of $0.0356592 and $4.07376 for recurring and nonrecurring costs of
TLS claimed on Fornl 497 for February 2005 and May 2005 was not
available.

Effect We could not detennine whether the total TL8 dollars claimed on Form
497 for the sample months of February 2005 and May 2005 were accurate.

Recommendation We recommend that Pacific Bell take steps to ensure that all records,
including documentation supporting the incremental cost of providing 1'L8,
needed to document compliance with all Commission and state
requirements governing the Lifeline/Link tJp programs are maintained for
three full preceding calendar years and provided to the Federal
Communications Commission or the Universal Service Administrative
Company Administrator upon request.

Beneficiary Response The 1'L8 rates claimed on the Fonn 497 for February 2005 and May 2005
were based on previously completed cost studies, the details of which could
not currently be located. In 2005, Pacific Bell updated its cost studies for
the incremental cost of providing toll limitation services and began using
the updated rates on the Fonn 497 effective in January 2006. The new
rates of $0.40 and $6.74 are higher than the rates claimed for February
2005 and May 2005 of $0.0356592 for recurring costs and $4.07376 for
nonrecurring costs. Had the updated study results been used for the
aforementioned months, the TLS dollars claimed would have been $5l7k
higher.
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USAC

USAC Management Response

Date: July 2, 2007

Subject: IPIA (Improper Payment Improvement Act) Audit of the Low Income
Program of Pacific Bell Telephone Company (L1-2006-204)

USAC management has reviewed the IPIA Audit of Pacific Bell Telephone
Company (545170). The audit firm TCBA has issued a qualified audit report and
a management letter. Our response to the audit is as follows:

Condition 1 L1-2006-204 Opinion:
For this audit, Pacific Bell did not provide documentation supporting the
incremental cost of providing toll limitation services (TLS) as claimed on Form
497 for the sample months of February 2005 and May 2005-rates of
$0.0356592 for recurring costs and $4.07376 for nonrecurring costs. A weighted
average rate of $4.24 was claimed for each of 59,607 subscribers for whom TLS
was initiated in February 2005 (the total claimed was $252,892), and a weighted
average rate of $4.26 was claimed for each of 55,350 subscribers for whom TLS
was initiated in April 2005 (the total claimed was $236,038).

Management Response:
USAC concurs with the comment, effect and recommendation in the Opinion.

This concludes the USAC management response to the audit.
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USAC
Universal Service t\dminislJative Company

Via Certified Mail Return Receipt Requested

June 24, 2008

Steven Ellis
Nevada Bell Telephone Company
2600 Camino Ramon
3S250EE
San Ramon, CA 94583

RE: Low Income Audit Results

Dear Mr. Ellis:

Pamela Gallant
Director. Low Income Proqram

High Cost & Low Income Division

As you are aware, the auditors who conducted the recent audit of Nevada Bell
Telephone Company (SAC 555173) on behalf of the Federal Communications
Commission (FCC) found an instance of non-compliance with the FCC's rules
governing the Low Income universal service program. USAC's management
response to the auditors' report is attached for your reference.

The auditors found that Nevada Bell did not maintain records to document the
company's incremental cost of providing Toll Limitation Service (TLS) to its
Lifeline customers during the months audited (October 2004 and April 2005).
Specifically, the auditors found that Nevada Bell did not have documentation to
support the rate of $3.56 claimed for 331 subscribers in October 2004 and for
357 subscribers in April 2005. The total amount of TLS support claimed for these
months was $2,449.00.

USAC requests that Nevada Bell submit documentation, based on its 2004 and
2005 costs, that supports the TLS support claims examined in the audit report.
The documentation need not be in the form of a cost study, but it must clearly
demonstrate the costs incurred by Nevada Bell in 2004 and 2005 for providing
TLS at the rate noted above.

2000 L Street. NW. Suite 200 Washington, DC 20036 Voice 202.776.0200 Fax 202.776.0080 www.usac.org



Please send this supporting documentation to my attention no later than July 28,
2008. USAC will recover the $2,449.00 in TLS support paid in October 2004 and
April 2005 if the company cannot provide adequate documentation of its costs.

Enclosure



USAC '
Universal Service Administrative Company

._--_.._-_.

USAC Management Response

Date: June 28, 2007

Subject: IPIA (Improper Payment Improvement Act) Audit of the Low Income
Program of Nevada Bell Telephone Company (L1-2006-201)

USAC management has reviewed the IPIA Audit of Nevada Bell Telephone
Company (55173). The audit firm TCBA has issued a qualified audit report. Our
response to the audit is as follows:

Condition #1 L1-2006-201:
For this audit, Nevada Bell did not provide documentation supporting the
incremental cost of providing toll limitation services (TLS) as claimed on Form
497 for the sample months of October 2004 and April 2005. A rate of $3.56 for
TLS nonrecurring costs was claimed for each of 331 subscribers for whom TLS
was initiated in October 2004 (the total claimed was $1,178) and 357 subscribers
for whom TLS was initiated in April 2005 (the total claimed was $1,271).

Management Response:
USAC concurs with the comment, effect and recommendation in the Opinion.

Condition #2 L1-2006-201:
According to an AT&T official, when subscribers are enrolling in the Lifeline
program, service representatives do not bring up and offer toll limitation service.
The service representatives sign subscribers up for toll limitation service only if
the subscribers ask. In addition, Nevada Bell's advertising provided for this audit
did not mention toll limitation service.

Management Response:
Eligible telecommunications carriers are required to advertise all services
supported under 47 C.F.R. § 54.101(a)1. USAC concurs with the comment,
effect and recommendation in the Opinion.

Condition #3 L1-2006-201:
According to AT&T officials, in determining the amount of Lifeline support
claimed on the Federal Communications Commission (FCC) Form 497 each
month, a count of the number of subscribers in Nevada Bell's Lifeline Program on
a particular day at the end of the month was obtained from the billing system for

1 47 C.F.R. § 54.201(d)(2)
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reporting on the Form 497. The number of subscribers was multiplied by the
different Lifeline Tier rates to determine the amount of Lifeline support claimed.
No adjustment was made on Line 9 of Form 497 for new subscribers who joined
the Lifeline Program upon approval during the month and subscribers who left
the Lifeline Program during the month; although these subscribers were given
partial (Le., pro rata) discounts on their telephone bills for that month.

Management Response:
USAC concurs with the comment, effect and recommendation in the
Management Letter. Line 9 (pro-rata support) of FCC Form 497 should be used
by carriers to adjust their support claim if they lose or gain Lifeline subscribers
throughout the month. A carrier is not entitled to be reimbursed for a full month
of support for a subscriber that began Lifeline service mid-month2

. The
instructions to Line 9 of FCC Form 497 include the word "if' because pro-rating is
not mandatory unless a company has Lifeline customers who started or
terminated Lifeline support mid-month. A company might have months in which
it neither lost nor gained Lifeline customers. In those instances, the company
would not pro-rate Lifeline support. Accordingly, the instructions to FCC Form
497 include the permissive "if' because companies that have maintained the
same number of Lifeline subscribers throughout a month will not have to pro-rate
their Lifeline support.

The FCC had considered adopting a complicated formula for calculating pro-rata
support, but the OMS-approved version of the form that contained this formula
was not implemented. The FCC has not, however, adopted a policy that allows
companies to assume that added and deleted Lifeline accounts "come out in the
wash" each month; line 9 of FCC Form 497 is designed to capture pro-rated
amounts. A carrier has a responsibility to maintain accurate records of the
revenue it forgoes in providing the Lifeline discounts3

.

This concludes the USAC management response to the audit.

2 See 47 C.F.R § 54.407(a). Universal service support for providing Lifeline shall be provided directly to
the eligible telecommunications carrier, based on the number of qualifying low-income consumers it
serves, under administrative procedures determined by the Administrator.

3 See 47 C.F.R § 54.407(c).
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USAC
Universal Service Administrative Company

Via Certified Mail Return Receipt Requested

June 24, 2008

Steven Ellis
Pacific Bell Telephone Company
2600 Camino Ramon
3S250EE
San Ramon, CA 94583

RE: Low Income Audit Results

Dear Mr. Ellis:

Pamela Gallant
Director. Low Income ProQram

High Cost & Low Income Division

As you are aware, the auditors who conducted the recent audit of Pacific Bell
Telephone Company (SAC 545170) on behalf of the Federal Communications
Commission (FCC) found an instance of non-compliance with the FCC's rules
governing the Low Income universal service program. USAC's management
response to the auditors' report is attached for your reference.

The auditors found that Pacific Bell did not maintain records to document the
company's incremental cost of providing Toll Limitation Service (TLS) to its
Lifeline customers during the months audited (February 2005 and May 2005).
Specifically, the auditors found that Pacific Bell did not have documentation to
support the weighted average of $4.24 claimed for 59,607 subscribers in
February 2005 and the weighted average of $4.26 claimed for 55,350
subscribers in May 2005 (rates of $0.0356592 for recurring costs and $4.07376
for non-recurring costs). The total amount of TLS support claimed for these
months was $488,930.00.

USAC requests that Pacific Bell submit documentation, based on its 2005 costs,
that supports the TLS support claims examined in the audit report. The
documentation need not be in the form of a cost study, but it must clearly
demonstrate the costs incurred by Pacific Bell in 2005 for providing TLS at the
rates noted above.
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Please send this supporting documentation to my attention no later than July 28,
2008. USAC will recover the $488,930.00 in TLS support paid in February 2005
and May 2005 if the company cannot provide adequate documentation of its
costs.

rf\ncereIY,

~elQ1t;
Enclosure



USAC
Universal Service Administrative Company

USAC Management Response

Date: July 2, 2007

Subject: IPIA (Improper Payment Improvement Act) Audit of the Low Income
Program of Pacific Bell Telephone Company (L1-2006-204)

USAC management has reviewed the IPIA Audit of Pacific Bell Telephone
Company (545170). The audit firm TCBA has issued a qualified audit report and
a management letter. Our response to the audit is as follows:

Condition 1 L1-2006-204 Opinion:
For this audit, Pacific Bell did not provide documentation supporting the
incremental cost of providing toll limitation services (TLS) as claimed on Form
497 for the sample months of February 2005 and May 2005-rates of
$0.0356592 for recurring costs and $4.07376 for nonrecurring costs. A weighted
average rate of $4.24 was claimed for each of 59,607 subscribers for whom TLS
was initiated in February 2005 (the total claimed was $252,892), and a weighted
average rate of $4.26 was claimed for each of 55,350 subscribers for whom TLS
was initiated in April 2005 (the total claimed was $236,038).

Management Response:
USAC concurs with the comment, effect and recommendation in the Opinion.

This concludes the USAC management response to the audit.
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USAC
Universal Service Administrative Company
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USAC Management Response

Date: July 2, 2007

Subject: IPIA (Improper Payment Improvement Act) Audit of the Low Income
Program of Pacific Bell Telephone Company (L1-2006-204)

USAC management has reviewed the IPIA Audit of Pacific Bell Telephone
Company (545170). The audit firm TCBA has issued a qualified audit report and
a management letter. Our response to the audit is as follows:

Condition 1 L1-2006-204 Management Letter:
Pacific Bell provided electronic subscriber listings of Low Income Program
subscribers for which support was claimed on Federal Communications
Commission (FCC) Form 497 for our sample months of February 2005 and May
2005. While the Lifeline Tier 1, Tier 2, and Tier 3 subscriber counts on the
electronic listings agree with the counts on the Forms 497 for both months, there
are 183,539 subscriber records (95,224 in February 2005 and 88,315 in May
2005) with blank fields for the subscribers' names, addresses, cities, and
states-the only identifier is the subscribers' telephone numbers. In addition,
while the differences are small, the electronic listings do not agree with the Form
497 and supporting summary documents for the number of Tribal subscribers
(Tier 4) in February 2005, and the number of subscribers for who toll limitation
services (TLS) were initiated in February 2005. The electronic listings show 22
Tier 4 and 59,464 TLS subscribers, while the Form 497 and supporting summary
documents show 21 Tier 4 and 59,607 TLS subscribers in February 2005.

Management Response:
A carrier is required to maintain accurate records of the revenues it forgoes in
providing Low Income support. 1 As the auditors note, however, the
Commission's rules do not specify the specific type of records a carrier must
maintain in order to substantiate its support claims. For this reason, USAC
concurs with the comment, effect and recommendation in the Management
Letter.

This concludes the USAC management response to the audit.

J See 47 C.F.R § 54.407(c)
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Cathy Carpino AT&T Services, Inc. 
General Attorney 1120 20th  Street, N.W. 
  Suite 1000 

Washington, D.C. 20036 
 

202.457.3046 Phone 
202.457.3073 Fax 
cathy.carpino@att.com E-mail 

CONFIDENTIAL 

 
Via U.S. Mail and E-Mail 
 
July 28, 2008 
 
Pamela Gallant 
Director, Low Income Program 
USAC 
2000 L St., NW 
Suite 200 
Washington, D.C. 20036 
 
Dear Ms. Gallant: 
 
 In response to your letters dated June 24, 2008 regarding documentation supporting 
Pacific Bell’s and Nevada Bell’s incremental costs of providing Toll Limitation Service (TLS) to 
their Lifeline customers during the months audited (February 2005 and May 2005 for Pacific 
Bell, and October 2004 and April 2005 for Nevada Bell), AT&T Inc., on behalf of these two 
affiliates, responds as follows: 
 
PACIFIC BELL 
 
 Attached is the documentation supporting the incremental costs for TLS underlying 
Pacific Bell’s Form 497 filings.  The recurring unit cost ($0.40) was part of a compliance filing 
made with the California Public Utilities Commission (California Commission) in 1995 in 
response to Decision No. 94-09-065, which has formed the basis for the service price floor ever 
since.  The non-recurring unit cost ($6.74) was included in a separate compliance filing made 
with the California Commission and approved on March 7, 1997 in resolution #T-15996.  The 
TLS unit costs contained in compliance filings that have been used at least since 1997 (i.e., $0.40 
and $6.74 for recurring and non-recurring costs, respectively) are significantly higher than the 
unit costs used by Pacific Bell for its TLS claims made in February 2005 and May 2005 (i.e., 
$0.0356592 for recurring and $4.07376 for non-recurring).  For reasons unknown to current 
employees, Pacific Bell had claimed less in TLS support than it should have until January 2006.  
Had Pacific Bell used the unit costs contained in its compliance filings prior to January 2006, it 
would have claimed $517,000 more in TLS support for the months of February and May 2005.  
Pacific Bell is not seeking additional TLS support for those prior months but it would oppose any 
effort to recover TLS support paid to it in February and May 2005 because Pacific Bell 
essentially failed to request more TLS support than it should have.  
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CONFIDENTIAL 
 

Ms. Gallant 
July 28, 2008 
Page 2 of 2 
 
NEVADA BELL 
 
 Attached is the documentation supporting the incremental costs for TLS underlying 
Nevada Bell’s Form 497 filings.  Nevada Bell’s non-recurring TLS unit cost ($6.77) was filed 
with the Public Utilities Commission of Nevada in 1996 as part of Nevada Bell’s last rate case.    
 
The unit cost used to establish the rates in 1996 for non-recurring TLS is significantly higher 
than the unit cost used by Nevada Bell for its TLS claims made in October 2004 and April 2005 
(i.e., $3.56 for non-recurring).  As was the case with Pacific Bell, for reasons unknown to current 
employees, Nevada Bell had claimed less in TLS support than it should have until January 2006.  
If Nevada Bell had used the higher unit cost for the aforementioned months, it would have 
claimed $2000 more in TLS support.  While Nevada Bell is not seeking additional TLS support 
for those prior months, it would oppose any effort to recover TLS support paid to it in October 
2004 and April 2005 because it essentially failed to request more TLS support than it should 
have.    
 
 Please do not hesitate to contact me if you have any questions.  

 
     Sincerely, 

 
     Cathy Carpino 
     AT&T Services, Inc. 
 

Enclosures 
 

U S Olympic TeamProud sponsor of lM ..
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The Call Selection feature will allow a Commstar II customer to have full
control of which types of calls can be made from their individual Commstar II
I in es,

I
'CALL

.'I
SELECTION [OPTIONAL]

An individual Commstar II line. without this feature has unlimited calling
capabilities.

There are three different options available:

OPTION 1: Allows internal and local calls only but will not allow the
individual subscribing line to place any ZUM 2 and 3 calls or any 7
and 10 digit Toll calls.

OPTION 2: Allows internal. local. ZUM 2 and 3 calls but will not allow
any 7 and 10 digit Toll calls to be made from the individual
subscribing line.

OPTION 3: Allows internal, local. ZUM 2 and 3. and 7 digit Toll calls
but will not allow 10 digit Toll calls made from the individual
subscribing line.

NOTE I: 411, 611,
selection

811, 911, AND 800
options.

type calls will override the call

Call Selection
not allowed, a
the following

of the
that

states

subscribing to one
call is attempted
be provided that

NOTE 2: When a line
options, and a
recording will
message:

"WE CANNOT COMPLETE THIS CALL, PLEASE HANG-UP AND TRY
AGAIN."
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Option 1: Party A may call Party B and D but not Party C. Option 2: Pany A may
call Party B C and D but can not call any 7 or 10 digit toll number. Oplion 3:
Party A may call Party B. C. D. and any 7 digit toll number bUI is restricted from
dialing a 10 digit toll number.

Figure 3.14
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SOURCE: FEATUST.WK4

(K)
TOTAL

MONTHLY
UNIT

FEATURE
COST

TOTAL

AM-lUAL

CAP COST

INCREMENTAL OTHER

OEPRECIATION OPEA. TAX

0.0500 0.0068

SCIS

INVESTMENT INCREMENTAL

OMS100 a lIE CAPITAL COST

Nole 1 0.0768USOCFEATURE

COMMSTAR II, RESIDENCE -INCREMENTAL COST CALCULATION, WEIGHTED DIGITAL
(A) (B) (C) (D) (E) (F) (G) (H) (I) (J)

NON·INVST TOTAL
INIIl:STMENT RELATED ANNUAL

RELATED OPERATING UNIT
EXPENSES EXPENSES FEATURE

0.0250 3.4276 COST
Capital Costs: IRD Cosl FaclOfs
Invesl Exp CW7-03-8 Ln 26
Non-Invesl Exp CW7'03-6 Ln 23

BASIC PACKAGE MVC··
1.lnlercom 0.00 00000 0.0000 0.0000 0.0000 0.0000 3.4276 3.43
2. Call Hold 666 0.6648 0.4326 0.0762 1.1739 02215 3.4276 4.62
3. Call Pldlup 0.69 0.0681 0.0443 0.0076 0.1202 00227 3.4276 3.57
4. Call Transler 0.95 0.0726 0.0474 0.0063 0.1266 0.0243 3.4276 3.58
6. ThrM Way Calling 0.66 0.0506 0.0329 0.0058 0.0894 0.0169 3.4276 3.53

OPTIONAL
II. Call Waiting MVCCW 24$ 0.1666 0.122~ 0.0216 0.3331 0.0626 3.4276 3.82
7. Call Forwarding Variable MVCCF 2.61 0.2005 0.1306 0.0230 0.3541 0.0668 3.4276 3.85
e. Call Forwardlng BsylDehry MVCAA 1.48 0.1139 0.0741 00130 0.2011 0.0379 3.4276 3.67
9. SJl"d Call 6 MVCCD 290 0.2224 0.1448 0.0255 0.3926 0.0741 3.4276 3.89

~ 10 Call ReslJ1ctlonlSNcIlon MVCS· 8.16 06263 0.4076 0.0718 1.1058 0.2066 3.4276 4.74
II. DlstillC1lw Rlnglng/CWT MVCDR 0.43 0.0328 0.0213 0.0038 0.0579 0.0109 3.4276 3.50
12. Directed Call Pldlup MVCCP 21.40 1.6439 1.0702 0.1884 2.9025 0.5476 3.4276 6.88
13. WATS Access-Intra, In", Unlv MVCO- 76.58 5.8810 3.8288 0.6739 10.3837 1.9589 3.4276 15.n
14.800 Access·lntra, In", Unlv MVC8- 8.08 0.6204 0.4039 0.0711 1.0953 0.2066 3.4276 4.73

.:;>-Nolll: 1. 5ESS Irwestrn~I' .6 + OMS 100 Inves1menI' .410 welghl by Intf&menlal swltd1 volume. (N11-3-84 Note 4)
2. Numbers may nol ceJool8le t1Je to roundng.

selS INVESTMENTS
o.29ICoi C. CW7·03-4 Col C 5ESS '.6 +
0.40 CW7-03·" Col C OMS ' .4 ea feal
0.30
0.30
029
1.58lcol K. Sum Unes 1+2+3+4+5

0.32
0.32
031
O~u.
o:4QT14lf-
D.29
0.57
1.31
0.39

Col D=CosI Facl • Col C ead1 f981
Col E=Cosl Facl ' Col C ead1 r981
Col F",Cosl Facl ' Col C each 1981
Col G..CoI D+E+F
Col H=Cosl Fact' Col C each 1981
ColI..+Oper Expen each feature
Col J..CoI G+H+I
Col K=CoI J/12 8&Ctl feature

PROPRIETARY INFORMATION 10119.94 FEATLlSTWK4

CW7-03-003



......,""'" ·.n:~
. ~

SOURCE: FEATlIST.WK4

(K)
TOTAL

MONTHlY
UNIT

FEATURE
COST

(H) (I) (J)

'ION"NVST TOTAL
INVESNENT RELATED ANNUAL

RELATED OPERAnNG UNIT
EXPENSES EXPENSES FEATURE

o D238 3.4276 COST

mTAl

ANNUAl

CAP COST

INCREMENTAl OrnER

DEPREClAnOO OPER TAX

0.05 0.00II

-:SIDENCE -INCREV'-~ /AL COST CALCULATION, 5ES~'"
(B) (q :1 (01 (E) (F) (G)

IlCIS

INVESNENT

IE" INCREMENTAL

1.2481 CAPITAL COST

USOC Nole I 0.0768FEATURE

(,- '''t~STAR II ..
(A)

BASIC PACKAGE /,AVC.·
1.lntercom 0.00 00000 0.0000 0.0000 0.0000 0.0000 3.4276 3.432. Call Hold 13.88 1.0659 0.6939 0.1221 1.8820 0.3550 3.•276 5.663. Call Pickup 0.0. 0.0029 0.0019 0.0003 0.0051 0.0010 3.4276 3.434. Call Tramler 1.15 0.0882 0.0514 0.0101 0.1557 0.029. 3.•276 3.61fl. Three WIY Cantng 0.115 0.0728 0.0474 0.0083 0.1286 0.0243 3.4276 3.58

OpnONAL
8. Call Willing MVCCW •. 09 0.31H 0.2047 0.0360 0.5551 01047 3.4276 4.097. Call Forwan:tng Vat1able MVCCF 4.22 0.32.0 0.2109 0.0371 0.5720 0.1079 3.4276 4.118. Call Forwarding BaylDeley MVCAA 2.42 0.1860 0.1211 0.0213 0.3283 0.0619 3.4278 3.82Il.Spnd cln 6 MVCCD 4.49 0.3451 0.2247 0.0395 0.6093 0.1149 3.4276 US-"0.Call Aellncllorr'Selecllon /,AVCS· 3.11 0.2387 0.1554 0.0273 0.4214 0.0795 3.4276 3.93II. DI.1Ird..... Ringl~WT MVCDR 0.89 0.0527 0.0343 0.0060 0.0931 0.0176 3.4278 3.5412. D1nH:led Call PIckup /,AVCCP 29.32 2.2516 1.4659 0.2580 3.9755 0.7500 3.4276 8.1513. WATS Acceu.ln~e. Inler. UnIv MVCO. 83.24 6.3925 4.1618 0.7325 11.2868 2.1293 3.4276 16.8414.800 Aoce..·lnlro.. In*. UnlY MVC8. 0.00 0.0000 0.0000 0.0000 0.0000 0.0000 3.4276 3.43

COMMSTAR II, RESIDENCE -INCREMENTAL COST CALCULATION, DMS100

C,,!,ltal CoIII:IRO Co.1 Feclo,",
Inveol EIlP CW7.Q3·8ln 28
Non·lrlllell Exp Cm·03·8 Ln 23

SCIS INVESllIENTS
0.29 Col C. CW7.Q3-11 • Secordery Load
0.47 Col C. CW7·03-11 • Secordery Loed
0.29 Col C. 007·03-11 • Secordary Loed
0.30 Col C. CW7·03-11 • SICOrdary Load
0.30 Col C. CW7·03-11 • Secordary Loed

0.34 Col Co: 007·03-11 • Secordary Loed
0.34 Col C. CW7·03-11 • Secordary Load
0.32 Col C= CW7·03-11 • Secordery Loed
0.35 Col C.. CW7·03-11 • Secordary LOld
0.33 Col C. CW7·03-11 • Slcordary Loed
0.29 Col C. CW7·03-1I • Secordary Loed
0.68 Col C. CW7·03·11 • SICOrdary Load
1.40 Col C· CW7.03-11 • Sicordary LOld
0.29 Col C. CW7·03-11 • Secordary LOld

SOURCE: FEATlIST.WK4
CapItal Colli: lAD COil FacIo,",
lovell EIlP cm.03·8 Ln 28
Non·l""ell Exp Cm·Q3·8 Ln 23

BASIC PACKAGE /,AVC· •
15.lnlercom 0.00 0.0000 0.0000 0.0000 0.0000 00000 3.4276 3.4318. Call Hold 0.82 00633 0.0412 0.0072 0.1117 0.0211 3.4276 3.5617. Call Pickup 2.16 0.1658 0.1080 0.0190 02928 0.0552 3.4276 3.7818. Call Tra"'ler 0.65 0.0.98 0.0325 0.0057 0.0880 0.0166 3.4276 3.5319. nv- WIY Calling 0.22 0.0173 0.0112 0.0020 0.0305 0.0057 3.4276 3.46

OPTIONAL
20. Call WillIng MVCoo 0.00 0.0000 0.0000 0.0000 00000 0.0000 3.4276 3.4321. Call Forwarclng Vat1able MVCCF 0.20 0.0153 0.0100 0.0018 0.0271 0.0051 3.4278 3.01622. Call Forwarding Bay/Deley MVCAA 0.07 0.0058 0.0037 0.0007 0.0102 0.0019 3.4276 3."23. Sp&f>d can 6 MVCCD 0.50 0.0383 0.0250 0.00« 0.0677 0.0128 3.4276 3.51~ 24. Call Aellncllorr'Selection /,Aves • 15.73 1.2078 0.7863 0.1384 2.1325 0.4023 3.4276 5.9625. DII1Inclve Rlngl~WT MVCDR 0.04 0.0029 0.0019 0.0003 00051 0.0010 34278 3.4326. Dlrecled Call PIckup /,AVCCP 9.54 0.7323 0.4768 0.0839 1.2930 0.2439 3.4278 4.9627. WATS Acceu.ln1re. Inler. UnIY MVCO. 88.59 5.1138 3.3293 0.5880 9.0291 1. 7034 3.4276 14.1828.800 Ace...lnlra. Inler. UnIv MVC8· 20.19 1.5509 1.0097 O.l7n 2.7383 0.5166 3.4276 8.68

Note: 1. SCIS Inwllmenll era nutttplled by Secondery Inv..tmenc load (Telco labor. IIIllllax. Po ....r & Common)
2. Numberl """V nol calculale due 10 rouoong.

SCIS INVESllIEHTS
0.29 Col C. 007·03-12' Sacordlry Load
0.30 Col C= 007·03-12 • Secordary Load
0.31 Col C= CW7·03-12· SeCOrdary Load
0.29 Col C. 007·03-12' Secordary Load
0.29 Col C. CW7.Q3-12 • Secordary Load

0.29 Col c.. 007·03-12 • Sicordary Load
0.29 Col C. CW7·03-12 • Secordlry Load
0.29 Col C= CW7·03-12 • Sicordary Load
0.29 Col C. CW7·03-12 • Secordary Load
0.50 Col C. 007-03-12 • Secordary LOld
0.29 Col C. CW7·03-12 • Secordary Load
0.41 Col C. CW7·03-12 • Secordary Load
1.18 Col C= CW7·03-12 • Secordary LOld
0.58 Col C= CW7·03-12 • Secordary LOld

Col O=Coll Facl • Col C each leal
Col E=CoII Facl • Col C each leal
Col F,Coll Facl • Col C aach leal
Cot O=CoI O.E+F
Col H=Coll Facl • Col C each leal
CoIl•• Oper EllPen each lealure
Cot J=CoI O.H.I
Col K.CoI.J/12 each ,..lure

PAOPRIETA~ INFORMAnON
10119/94

FEATLIST.WK4

CW7-03-004
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l 0 NG TE R11 INC RE HEll TAL I II VE' S T 11 E NT

'r CENTRAl OFFICE BAS E D S E RV ICE S

77C :mc 377C
-------- --------

PRG GROSS DIISIOO ISESS WE IGHfED GROSS

PRODUCT HUMBER IHVSI1T EHI EHI EHI INVSHT

------------------------- --------- -------- --------

0.70 0.30 1.2637

COI1MSTAR FEATURES RESIDENCE 15.1 SO.OO SI.89 S3.40 S2.34 S2.96

COI1MSTAF. FEATURFS BUSINESS 15.2 SO.OO S3.99 S3.72 S3.91 S4.94

r~~I1STAR I RESIDENCE 90.1 SO.OO S3.84 $4 .26 S3.% S5.01

."STAR I BUSINESS 90.2 SO.OO SUI $4.31 $4.03 S5.09

COHHSTAR II RESIDENCE 18.1 SO.OO $2.61 $3.48 $2.87 $3.63

COHHSTAR II BUSINESS IS.2 $0.00 $2.72 S3.85 S3.06 $3.8£'

DIRECT C~NHECTI0~ RESIDENCE ' 1 $0.00 SUI $0.00 $1.06 SI.34....
DIRECT CuNNECTION BUSINESS 5.2 SO.OO $l.51 SO.OO $1.06 SI.34

T0UCH-TONE RESIDENCE J4 .1 SO.OO SO.OO SO.OO SO.OO SO.OO

TOUCH-TONE BUSINESS 14.2 sO.OO SO.OO SO.OO SO.OO SO.OO

WH[ CAll FORWARD RES l7 .1 SO.OO SO.08 $0.09 SO.08 $0.10

~ "'~fiTf CAil ;OR~AF.D BUS 1'.2 $0.00 SO.OS SO.09 SO.OS SO.IO

15 E S S
----------------- SHORT TERM LOHG TERM

UNIf PROCESSOR IHCREI1ENTAL E 0 Y WEIGHTED WEIGHTED

INVESTMENT COSTS IHVESTI1ENT INSERVICE IHVSHT INVSHT

COI1I1STAR II RESIDENCE
Basic Package

Intercol SO.OO SO.OO SO.OO 81930 SO. 0000 SO.OO

Call Hold SI1.12 SO.OO $1J.J2 8mO S1. 8063 SUI

Call Pick-up S5.30 S5.27 SO.03 81930 $0.0049 SO.86

/'. Call Transfer SI. 34 $0.42 SO.92 81930 SO.1494 SO.22

3-Way Cd II ing S2.82 $2.06 SO.76 81930 $0.1235 SO.46

Toue hton~ SO.OO $0.00 $0.00 61930 SO.OOOO $0.00

Call Waiting $3.28 $0.00 S3.28 7174 $0.04&7 SO.05

Call Forwarding Variable $U6 $0.78 S3.38 2921 SO.OI96 SO.02

Call Forwarding 8sy/Delay $5.16 S3.22 S1. 94 1181 $0.0045 SO.OI

Speed Ca II 10 S3.60 SO.OO S3.60 1248 $0.0089 SO.OI

~Call Restriction/Selection S3.45 SO.96 S2.49 95 SO.0005 $0.00

Olstinctive kinging/CW SO.55 SO.OO SO.55 96 SO.OOOI SO.OO

rec ted Call Pidup $50.62 S27.13 $23 .49 1 SO.OOOO SO.OO

WATS Access-Intra,Inter,Univ S350.89 S284.20 S66.69 68 SO.0090 SO.05

800 Access -lntra,Inter,Univ SO.OO $0.00 SO.OO 19 SO. 0000 SO.OO

504383 S2.1733 $3.48

,
I

CW7-03-011
I
!

I
i
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LON 6 TE RM INC REM E NTAL I NVEST MEN T

CEil T RAL OFF ICE BAS E D S E RVICE S

77C 377C 377C
-------- --------

PRG GROSS DH5100 15ESS IIEIGHTED GR(lSS

PRODUCT NUMBER INVSHT ml EF&I EFLI INVSHT

------------------------- --------- -------- --------
0.70 0.30 1.2637

COHMSTAR FEATURES RESIDENCE 15.1 $0.00 $l.S9 S3.40 S2.34 S2.9b

COMM5TAn FEATURES BUSINESS 15.2 SO.OO S3.99 S3.72 S3.91 $4.94

I' )MHSTAR I RESIDENCE 90.1 SO.OO S3.84 S4.26 S3.96 S5.01
\ .. 90.2 SO.OO S3.91 S4.31 S4.03 S5.0Q

TOMHSTAP. I &USINESS

COHHSTAF. II RESIDENCE 18.1 SO.OO S2.61 S3.43 S2.87 S3.63

COHMSTAP. II BUSINESS 18.2 SO.OO $2.72 S3.85 S3.06 S3.9i.

DIRECT CONNECTION RESIDENCE 5.1 SO.OO SUI SO.OO SI.06 S1. 34

DIRECT CRNNEeTION BUSINESS 5.2 SO.OO S1.51 SO.OO S1.06 SI.34

T(IUCH- [(>tlE RESIDENCE 14.1 SO.OO SO.OO SO.OO So.oo SO.OO

U:lICH-ll1tl[ EUSINESS 14 .2 SO.OO SO.OO SO.OO SO.OO SO.OO

REHOTE CALL t':IRWAF.O RES 17 .1 SO.OO SO.08 So.oq SO.O~ SO .10
t J1liT[ CALL rllRWARD BUS 17 .2 SO.OO SO.OS SO.O? SO.08 SO .10

DHS 100
----------------- SHORT TEnM Ll)N6 TERM

UNIT PROCESSOINCREHENTAL E 0 Y WEIGHTED WEIGHTEV

INVESTMEN COSTS INVESTMENT INSERVICE INVSHT INVSMT

COMHSTAR II RESIDENCE
Basic Package

Intercol SO.OO SO.OO SO.OO 81930 SO.OOOO . SO.OO

Call Hold S9.85 S9.19 SO.66 81930 SO .1072 $1.60

Call Pick-up S4.62 S2.89 S1.73 81930 SO.2810 SO.75

Call Transfer SO.76 SO.24 SO.52 81930 SO.0845 SO .12

:i-Way Calling SO .19 SO.OI SO.18 81930 SO.02~2 SO.03

Touchtone SO.OO SO.OO SO.OO 81930 SO.OOOO SO.OO

Call Waiting SO.44 SO.44 SO.OO 7174 SO.OOOO SO.OI

Call Forwarding Variable S8.28 S8.12 SO.16 2921 SO.0009 SO.05

Call Forwarding 8sy/Delay $12.43 S12.37 SO.06 1181 SO.OOOI SO.03

Speed Ca II 10 $4.24 S3.84 SO.40 1248 SO.0010 $0.01

~Call Restriction/Selection $12.80 SO.20 S12.60 95 SO.0024 SO.OO

Olstinctive RinQing/CW S2.92 $2.89 SO.03 96 SO. 0000 SO.OO

.reeted Call Pickup S24.88 S17.24 S7.64 1 SO.OOOO SO.OO

IIATS Access-Intra,Inter,Univ S64.92 S11.57 $53.35 68 $0.0072 $0.01
I
I

800 Access -Intra,Inter,Univ $27.75 SI1.57 S16.18 19 $0.0006 $0.00 I

I
i

504383 $0.4070 S2.61 I

I
I

I

CW7-03-012 I
I
I
I,



Toll Restriction

NRC
California

AL 18434



Toll Restriction
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AL 18434

Notes

The non-recurring cost approved by the CPUC from Advice Letter 18434 for Custom
Calling Services - Residential - Change was $6.74. This is composed of two pieces,
$4.34 for the Service Order (Column C of Exhibit Actual, Page 12) and $2.40 for the
Channel Connect (Column G of Exhibit Actual, Page 12).

There are three supporting Work Papers. However, the numbers on those Work Papers
sum to $7.31 - $4.71 for the Service Order and $2.60 for the Channel Connect. Work
Paper Page 1 shows the Total Product Cost of a Change being $7.31. Work Paper Page 2
shows the development of the Service Order Change at $4.71. Work Paper Page 3 shows
the development of the Channel Connect Change at $2.60.

The difference between the Work Papers and the Exhibit Actual is that a productivity
factor was ordered to be applied by the CPUC. That productivity factor was 0.922. If
one takes the results in the Work Papers and multiplies them by the productivity factor,
one gets the results shown on the Exhibit Actual.

Service Order Change
$4.71 * 0.922 = $4.34

Channel Connect Change
$2.60 * 0.922 =$2.40

I
i

I
I

I
I
!
I
I,
I
i,



-Ope. cce•• anf' -·~twork Archltectur ~velopment - Phase 1 and 2 l.
;p

"Oance Rllng - Padflc Bel Non-" ring Cost
Feature Product.

Feature Products

I PIIOOUCT1VfTY FACTOR • I
0.922

"ocIuct Deacrlptlon

CUSTOM CAlllHO SEIlVICES . IlES

Ne..,
IAI

10.53

TOTAL TOTAL TOTAl
NEW DISC. NEW.

SERVICE ORDER CHANNEl CONNECT SERVICE SERVICE DISC.
Olae. Cba. Record New Dllc. Ch.... Record - 'A .. EI - 18 .. FI -U .. .n

IBI fCI 10' lEI IFI 16' IHI III IJI lK'

10.14 14.34 1373 ".1' 10.14 12.40 10.00 U.lI 11.21 n."

'--

• The f.ctor tak." from CPUC Intlrlm Order 09808021 CROs..,u muItlplIed by all cost. as ..fleeted In the OANAD PhaM 2 Cost Studles flied 1/31198. Vr:A. 2. Tab 8. FlaIUf. "'Oduets exhibit Actual pl/.l.

Mav not add dua to rouncllno.

ISlued 8/16/96

Exhlblt Actual

""""'.'''' MId C"""."tJel 12
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55 81. Jetwork Architectu, Jevelopment - Phase 2 Cost Stu, Icific Bell Non-r. I Cost

Featur.. ,'roducts

Product: Custom Calling Services - Residence IS.I

WORK GROUPS Bottoms Up Incremental Unit Cost

ruw. ~ ~ BK!rnt
Service Order
A. Service Representative $0.58 $0,70 $4.71 $4.05

Total Service Order Cost $0.58 $0.70 $4.71 $4.05

Channel Connect
A. RCMA (RCMA Administrator) $1.28 $0,69 $2.60 $0.00

Total Channel Connect Cost $1.28 $0.69 $2.60 $0.00

Total Product Cost $1.86 $1.39 $7.31 $4.05

NOTE: May not add due to rounding.
Custom Calling Services Bus· Average number of features per order(1.06)

Work Paper Proprietary and Confidential



Ope '55 anL

.._~

.:twork Architectur, '~velopment - Phase 2 Cost Stud. Icific Bell Non-re J Cost

Feature t>roducts

Work Group: Business Office
Job Function: 2E70 Service Representative WS10

Product: Residence Custom Calling Service

Incrmntl
Ave. Activity Labor

Task Task Work Time Rate Activity

Order Type Activity Time Occurrence Time WOOF Mlns. Per Min Cost

.
Service Order New Direct Product Time 0.90 100.00% 0.90 100.00% . 0.90 $0.64 $0.58
Total 0.90 0.90 0.90 $0.58

Service Order Disconnect Direct Product Time 1.09 100.00% 1.09 100.00% 1.09 $0.64 $0.70
Total 1.09 1.09 1.09 $0.70

Service Order Change Direct Product Time 2.86 100.00% 2.86 100.00% 2.86 $0.64 $1.83
Billing Related Discussion 2.84 100.00% 2.84 100.00% 2.84 $0.64 $1.81
Contact Common ~1.66 100.00% 1.66 100.00% 1.66 $0.64 $1.06

Total 7.36 7.36 7.36 $4.71

Service Order Record Direct Product Time 2.36 100.00% 2.36 100.00% 2.36 $0.64 $1.51
Billing Related Discussion 2.65 100.00% 2,65 100.00% 2.65 $0.64 $1.69

Contact Common 1.32 100.00% 1.32 100.00% 1.32 $0.64 $0.84

Total 6.33 6.33 6.33 $4.05

NOTE: May not add due to rounding.

Work Paper Proprietary and Confidential 2



Op ss at etwork Architectu
"
}evelopment - Phase 2 Cost Stu, Icific Bell Non-h. I Cost

FeatUl ~ . fOducts

Work Group: RCMA

Job Function: 4360 RCMA Administrator WSB
Product: Residence Custom Calling Service

Incrmntl
Ave. Activity labor

Task Task Work Time Rate Activity
Order Type Activity Time Occurrence Time WGOF Mins. Per Min Cost

Channel Connection New Correct MARCH/PBVC errors 29.65 100.00% 29.65 6.00% 1.7B $0.72 $1.2B

Channel Connection Disconnect Correct MARCH/PBVC errors 16.0B 100.00% 16.0B 6.00% 0.96 $0.72 $0.69

Channel Connection Change Correct MARCH/PBVC errors 60.09 100.00% 60.09 6.00% 3.61 $0.72 $2.60

NOTE: May not add due to rounding.

Work Paper

_._-_...._._._._-_..__....__.._-_...__...._.__._--_.._....._----

Proprietary and Confidential 3
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, FORMULA FOR COST: F • ((A/60"(B+C+D))"El

TIME SOURCES & FREQUENCY OF OCCURRENCE SOURCES: SUBJEC~ MAITER EXPERTS. SEE TIME DATA SECTION.

LABOR RATE SOURCE: 1992·97 SERVICE COST LABOR RATE BINDER. All LABOR RATES HAVE BEEN ADJUSTED FOR ACTUAL WORK TIME (AWTI.
SEE lABOR RATE SECTION.

COSTS APPLY TO RESIDENTIAL CAll RESTRICTION· TARIFF REF: A6A.8 (A3.1.1 FOR NRCl

CAll RESTRICTION (RESIDENCE) 6,160 24,489 29,639

TOTAlIN·SERVICE i 61'~0, 24,489 29,639

PERCENT TOTAL (COL. El ,11% I· 83% .100%

DMS·l0 TECHNOLOGY REQUIRES RCMAC LABOR TIME
SOURCE: MIS QUERY

NEVADA BEll
NON·RECURRING COST WORKPAPER FOR THE RESIDENTIAL CAll RESTRICTION PRODUCT
FOR THE YEAR ENDED JUNE 30, 1996

~
WP·l

PAGE 1 OF 1

B C 0 E F

NEW DISC CHG FREQ

TIME TIME TIME OCUR % COST'
0.00 0.00 8.00 100% $6.76

0.00 0.00 2.00 17% $0.34
TOTAL: $6.09

NEW DISC CHG FREQ
TIME TIME TIME OCUR % COST'
2.00 2.00 0.00 17% $0.68

TOTAL: $0.68

A

$68.67

$43.09
$68.67

AWTlR

AWTlR

WS·8
WS/SB

WS·l0
WS·8

WS/SB

I')

DMS,10 OTHER
TECH i TECH STATEWIDE

ACTIVITY
RCMAC

SVC REP
RCMAC

ACTIVITY

CONNECTION CHARGE PER LINE:
CENTRAL OFFICE:

ADD CAll RESTRICT:
SERVICE ORDERING CHARGE:

1
2
3
4

6
6
7

8
9
10
11
12
13
14
16
16
17
18
19
20
21
22
23
24
26
26
27

1I1~E ,

~

NRC_'.XlS

2/13/98
PROPRIETARY INFORMATION. NOT FOR USE OR DISCLOSURE OUTSIDE NEVADA BEll EXCEPT UNDER WRIITEN AGREEMENT.



 
 
 
 
 
 
 
 

APPENDIX  F 



 FCC Form 497, December 2003 
 Approval by OMB 3060-0819  
 Estimated Average Burden Per Respondent:  3.5 Hours 
  
 Lifeline and Link-Up Worksheet, FCC Form 497 
 

Instructions for Completing the Lifeline and Link-Up Worksheet, FCC Form 497 
 

 * * * * * 
NOTICE:  To implement Section 254 of the Communications Act of 1934, as amended, the Federal 
Communications Commission adopted changes to the federal low-income programs. 
The Commission expanded the availability of these programs and the level of funding for discounts to 
low-income customers. 
 
The following Worksheet provides the means by which eligible telecommunications carriers will be 
reimbursed by the Universal Service Administrative Company (USAC) for their participation 
in these programs.  Failing to collect the information, or collecting it less frequently, would prevent the 
Commission from implementing sections 214 and 254 of the Act, would thwart Congress' goals of 
providing affordable service and access to advanced services throughout the nation, and would result in 
eligible telecommunications carriers not receiving universal service support reimbursements in a timely 
fashion. 
 
We have estimated that each response to this collection of information will take, on average, three and a 
half hours for each respondent.  Our estimate includes the time to read this data request, review existing 
records, gather and maintain required data, and complete and review the response.  If you have any 
comments on this estimate, or on how we can improve the collection and reduce the burden it causes you, 
please write the Federal Communications Commission, AMD-PERM, Washington, D.C. 20554, 
Paperwork Reduction Project (3060-0819).  We will also accept your comments on the burden estimate 
via the Internet if you send them to jboley@fcc.gov.  Please DO NOT SEND the data requested to this e-
mail address.  
  
An agency may not conduct or sponsor, and a person is not required to respond to, a collection of 
information unless it displays a currently valid OMB control number. 
 
The FCC is authorized under the Communications Act of 1934, as amended, to collect the information we 
request in this form.  If we believe there may be a violation or a potential violation of a FCC statute, 
regulation, rule or order, your Worksheet may be referred to the Federal, state or local agency responsible 
for investigating, prosecuting, enforcing, or implementing the statute, rule, regulation or order.  In certain 
cases, the information in your Worksheets may be disclosed to the Department of Justice or a court or 
adjudicative body when (a) the FCC; or (b) any employee of the FCC; or (c) the United States 
Government is a party of a proceeding before the body or has an interest in the proceeding. 
 
If you do not provide the information we request on the Worksheet, the FCC may delay processing of 
your Worksheet or may return your Worksheet without action. 
 
The foregoing Notice is required by the Paperwork Reduction Act of 1995, Pub. L. No. 104-13, 44 U.S.C. 
§ 3501, et seq. 
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Filing Schedule 
 

Completed Worksheets should be e-mailed to USAC by the 15th of the month after the end of 
each quarter.  Submission by fax or regular mail is also acceptable.  If the 15th falls on a federal 
holiday or weekend, the Worksheet is due the next business day.  (See schedule listed below).  
You should submit three separate Worksheets per quarter, i.e., one Worksheet for each month 
within the quarter. 
 
Email: lifilings@hcli.universalservice.org
 
USAC Low-Income Program 
444 Hoes Lane 
RRC 4A1060 
Piscataway, NJ 08854 
 
Fax: 866-873-4665 
 
 

Data Months Due Dates of Forms Sent to USAC
January, February, March April 15th

April, May, June July 15th  
July, August, September October 15th  

October, November, December January 15th  
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Introduction 
 

Pursuant to 47 C.F.R. § 54.405, all eligible telecommunications carriers (ETCs)1 are 
required to provide Lifeline service.  In turn, these ETCs are permitted under section 54.407 
(Lifeline) and section 54.413 (Link-Up) to receive support for offering Lifeline service to 
qualifying low-income customers or reduced service-connection charges through Link-Up.  
Pursuant to section 54.403(c), carriers providing toll-limitation services (TLS) for qualifying 
low-income subscribers will be compensated from universal service mechanisms for the 
incremental cost of providing TLS.  FCC Form 497 is to be used to request reimbursement for 
participating in the low-income program. 
 

Block 1:  Identification 
 
Line ( 1 ) -- Legal name of carrier 
Provide the legal name of reporting carrier as it appears on articles of incorporation, articles of 
formation, or other legal documents. 
 
Line ( 2 ) -- USAC Service Provider Identification Number   
Provide the carrier’s 9-digit USAC Service Provider Identification Number.  If you are having 
difficulty finding this number, call USAC at (866)-873-4727.  
  
Line ( 3 ) -- Study Area Code 
Provide the carrier’s 6-digit Study Area Code. 
  
Line ( 4 ) -- Filer 499 ID 
Provide the same ID that this carrier provided on FCC Form 499.  This code is assigned by the 
Commission’s Data collection Agent after a company files its first FCC Form 499-A.  Filer 499 
IDs for current filers can be found at http://gullfoss2.fcc.gov/cib/form499/499a.cfm or in the 
FCC report Telecommunications Provider Locator, which is available on the Commission’s web 
site at http://www.fcc.gov/wcb/iatd/stats.html.  If you are having difficulty finding this ID, call 
USAC at (866)-873-4727. 
 
Line ( 5 ) -- Person who completed this Worksheet 
Provide the name of the person who completed this Worksheet so that person may be contacted 
in the event we have inquiries regarding this carrier’s submission. 
 
Line ( 6 ) -- Mailing address of this person 
Provide the mailing address of the person who completed this Worksheet. 
 
Line ( 7 ) -- Telephone number of this person 
Provide the telephone number of the person who completed this Worksheet. 
 
Line ( 8 ) -- Fax number of this person 
Provide the fax number of the person who completed this Worksheet. 
 
                                                 
1 See 47 C.F.R. § 54.201. 
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Line ( 9 ) -- E-mail address of this person 
Provide the e-mail address of the person who completed this Worksheet. 
 
Line ( 10 ) -- Year for which information is provided 
Provide the year for which the carrier is reporting data.   
 
Line ( 11 ) -- Month for which information is provided 
Provide the month for which the carrier is reporting data.  Submit one Worksheet per month for 
each study area served, on a quarterly basis. 
 

Block 2:  Study Area Code / Exchange 
 
Line ( 12 ) -- State  
If the study area covers more than one state, list the state with the most Lifeline connections, 
even though this form will contain data for all Lifeline subscribers in the study area. 
 
Provide the state in which the study area is located.  Carriers that provide Lifeline service in a 
study area that covers more than one state should report the state that has the most Lifeline 
connections served.  Note that a carrier must file separate Form 497s for each study area for 
which it is claiming support. 
 
Line ( 13 ) -- Competitive Eligible Telecommunications Carriers (ETCs) should list the names of 
the incumbent ETCs’ study areas and exchanges (if applicable) in which they are claiming 
support. 
Only carriers that are competitive ETCs should fill out this line.  Competitive carriers are 
sometimes designated as ETCs only in particular areas of a state served by one or more 
incumbent carriers.  A competitive ETC should list the name of the incumbent ETC or ETCs that 
also serve in the study area in which it is claiming support.  Competitive ETCs that provide 
Lifeline in more than two incumbent ETCs’ study areas should attach additional sheets.  
Additional sheets should contain line number at the top of each sheet. 
(a) -- Incumbent ETC Name 
Competitive ETCs should provide the name of each incumbent ETC that also serves the 
competitive ETC’s study area.  Attach additional sheets if necessary. 
(b) -- Incumbent ETC Study Area Code 
Competitive ETCs should provide the study area code of the incumbent ETC that also serves in 
the competitive ETC’s study area.  If the competitive ETC’s study area covers more than one 
study area of the same incumbent LEC, list each study area separately on lines (i)-(ii) and attach 
additional sheets if necessary.   
(c) -- Incumbent ETC Exchange (if applicable) 
A competitive ETC that has been designated in some, but not all, exchanges of an incumbent 
ETC should list the names of the exchanges in the incumbent’s study area in which it has been 
designated as an ETC.  Use additional sheets if necessary to list all exchanges. 
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Block 3:  Lifeline 
 
Description of Lifeline program: 
 

The federal Lifeline program benefits eligible low-income subscribers by reducing their 
monthly local phone charge.  There are four tiers of support.  Tier 1 support, available to all 
eligible subscribers, is equal to the incumbent ETC’s actual federal tariffed subscriber line 
charge (SLC).  This information can be found in the publicly filed tariff of the incumbent ETC.  
Note that the SLC is the same as the end-user common line charge (EUCL).  Carriers should 
keep in mind that the interstate SLC rates contained in the interstate access tariffs may be revised 
at any time, so it is important to confirm that the carrier is reporting the most current data.  Tier 2 
support, an additional $1.75 of federal support, is available if the carrier certifies that it will pass 
through the full amount of Tier 2 support to its qualifying low-income consumers and the carrier 
has received any non-federal regulatory approvals necessary to implement the required rate 
reduction.  Tier 3 support is an additional amount of federal support equal to one-half the amount 
of any state-mandated Lifeline support, or one-half of any Lifeline support provided by the 
carrier, up to a maximum of $1.75 per month.  Customers can receive Tier 3 support provided 
that the carrier has received any non-federal regulatory approvals and will pass through the full 
amount of Tier 3 support to its qualifying low-income consumers.  Tier 4 support is additional 
federal Lifeline support of up to $25 per month available to eligible residents of tribal lands, as 
defined in 47 C.F.R. § 54.400(e), as long as that amount does not bring the basic local residential 
rate below $1 per month per qualifying low-income subscriber. 
 
Lines ( 14 )-( 17 ) -- Tier 1, Tier 2, Tier 3, Tier 4  
(a) -- Number of subscribers receiving federal Lifeline support for whole month 
Provide the number of Lifeline subscribers that received that Tier of support for the whole 
month.  DO NOT include the partial amounts reported on lines ( 18 ) - ( 21 ). 
(b) -- Lifeline support claimed per subscriber (Use weighted average if more than one applicable 
rate.)   
The weighted average of observed data is the result of dividing (a) the sum of the products of 
each observed value and the number of times it occurs; by (b) the total number of observations.  
So, for lines ( 14 ) through ( 17 ), each observed value would correspond to each rate that would 
apply to one or more Lifeline subscribers.  The number of times each rate occurs would 
correspond to the number of subscribers who received that specific amount of Lifeline support 
for the entire month.  The total number of observations would equal the total number of Lifeline 
subscribers receiving support for the entire month under each rate.  For example, if a LEC had a 
SLC of $6.00 in one part of the study area and $6.50 in the other part, and if in these two areas 
there were 10 and 15 Lifeline subscribers, respectively, the weighted average would be 
calculated as [ ($6.00 x 10) + ($6.50 x 15) ] / ( 10 + 15 ).  The weighted average in this example 
would be $6.30. 
Provide the dollar amount of Lifeline support claimed per subscriber receiving that Tier of 
support for the whole month, using a weighted average if there is more than one applicable rate.  
If a weighted average is used for listing Tier 1 support, complete line ( 23 ).  Amount should be 
reported in dollars and cents. 
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(d) -- Total federal Lifeline support claimed (d) = (a) x (b) 
Provide the total dollar amount of Lifeline support claimed for subscribers that received that Tier 
of support by multiplying the number of subscribers in column (a) with the dollar amount 
claimed per subscriber in column (b).  Amount should be reported in whole dollars (round up or 
down to the nearest dollar).  
  
Lines ( 18 )-( 21 ) -- Tier 1, Tier 2, Tier 3, Tier 4 
A carrier may have added new Lifeline subscribers during the month, or lost Lifeline subscribers 
at any point during the month.  Only carriers that had subscribers receiving federal Lifeline 
support for part of the month should fill out this section. 
(a) -- Number of subscribers receiving federal Lifeline support for part of month 
Provide the number of Lifeline subscribers (if applicable) that received that Tier of support for 
part of the month.   
(b) -- Lifeline support claimed per subscriber (Use weighted average if more than one applicable 
rate.) 
Provide the dollar amount of Lifeline support claimed per subscriber receiving that Tier of 
support for part of the month, using a weighted average if there is more than one applicable rate.  
If a weighted average is used for listing Tier 1 support, complete line ( 23 ).  Amount should be 
reported in dollars and cents.  DO NOT include the whole month amounts reported on lines  
( 14 )-( 17 ). 
(c) -- Total service days for subscribers receiving Lifeline support for part of month 
Provide the total number of days that all partial or pro-rata subscribers received federal Lifeline 
support.  For example, assume the reporting carrier serves 2 Lifeline subscribers in January.  The 
first subscriber was served for 20 days of the month because the subscriber discontinued service 
on the 20th day of the month (Jan.1-20).  The second subscriber was served for 16 days of the 
month because the subscriber signed up for service on the 16th day of the month (Jan. 16-31).  
The total service days for those subscribers receiving federal Lifeline support for part of the 
month would be 36 days.   
(d) -- Total federal Lifeline support claimed (d) = (b) x (c) / 30 
Provide the total dollar amount of Lifeline support claimed for partial or pro-rata subscribers that 
received that Tier of support by multiplying the dollar amount claimed per subscriber in column 
(b) with the total service days in column (c), then divide by 30 (approximate number of days in a 
given month).  Amount should be reported in whole dollars (round up or down to the nearest 
dollar).  
 
Line ( 22 ) -- Total federal Lifeline support claimed [sum of lines ( 14d ) through ( 21d )] 
Provide the total amount of Lifeline support the carrier is claiming for the month.  This amount 
should be equal to the sum of lines ( 14 )-( 17 ) and ( 18 )-( 21 ) (if applicable) in column (d).  
This sum should be reported in whole dollars (round up or down to the nearest dollar).   
 
Line ( 23 ) -- Subscriber Line Charge (SLC) data for ETCs that used a weighted average on lines 
( 14b) and/or ( 18b ). 
Only ETCs that used a weighted average rate on lines ( 14b ) and/or ( 18b ) should fill out 
this line.  

 6



Carriers claiming Tier 1 support in lines ( 14b ) and/or ( 18b ) using more than one subscriber 
line charge (SLC) for the Tier 1 discount should fill out this line.  Reporting carriers may have 
used a weighted average of multiple SLCs for one of several reasons: 

• Incumbent carriers may have deaveraged their SLC by zone pursuant to 47 C.F.R.  
§ 69.152(q).  These companies should identify the zone name where there is more than 
one SLC in a study area. 

• Competitive carriers may use multiple SLCs because their study area covers the study  
areas of more than one incumbent carrier, and these carriers have different SLC rates.  
Competitive carriers should provide the SLC for each incumbent carrier listed on line  
( 13i ).  SLCs can be found in publicly filed tariffs. 

• Competitive carriers may serve in the study area of only one incumbent carrier, but that  
carrier may have deaveraged its SLC. 

If more than one SLC rate is listed, provide these rates on an additional sheet and indicate the 
incumbent ETC’s name.  Additional sheets should contain line number at the top of each sheet.       
(a) -- Zone Name (if applicable) 
If applicable, provide the zone name when the SLC has been deaveraged by zone. 
(b) -- SLC 
Provide the amount, in dollars and cents, of each SLC. 
(c) -- Number of subscribers receiving Tier 1 support for whole month  
Provide the number of subscribers receiving Tier 1 support for the whole month for each SLC.  
The total of all entries for this column should add up to the number of subscribers reported on 
line ( 14a ) receiving Tier 1 support. 
(d) -- Total service days for subscribers receiving Tier 1 support for part of month  
Provide the total number of service days subscribers received Tier 1 support for part of the 
month for each SLC.  The total for all entries for this column should add up to the total number 
of service days for subscribers receiving federal Lifeline support for part of month reported on 
line (18c) for Tier 1 support. 
(e) -- Total Tier 1 support claimed (e) = (b) x [(c) + (d)/30] 
Provide the total amount of Tier 1 support claimed for each SLC by multiplying the SLC in 
column (b) by the sum of the number of subscribers receiving Tier 1 support in column (c) plus 
the quantity derived by dividing by 30 the number of subscribers receiving Tier 1 support for 
each SLC in column (d).  
 
Line ( 24 ) -- If claiming Tier 4 support, list tribal lands served. 
Only carriers claiming Tier 4 support should fill out this line.  Carriers claiming Tier 4 support 
for subscribers living on more than two federally recognized tribal lands should attach additional 
sheets.  Additional sheets should contain line number at the top of each sheet. 
(a) -- Name of federally recognized tribal land 
Provide the name of the federally recognized tribal land. 
(b) -- Number of Tier 4 subscribers 
Provide the number of Tier 4 subscribers served for the month. 
 
Line ( 25 ) -- Legal name of carrier [ line ( 1 ) ] 
Provide the legal name of reporting carrier from line ( 1 ). 
 
Line ( 26 ) -- USAC Service Provider Identification Number  [ line ( 2 ) ] 
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Provide the carrier’s 9-digit USAC Service Provider Identification Number from line ( 2 ). 
  
Line ( 27 ) -- Study Area Code [line ( 3 ) ] 
Provide the 6-digit Study Area Code for which the carrier is claiming reimbursement from line  
( 3 ). 
 
Line ( 28 ) -- Year for which information is provided [ line ( 10 ) ] 
 
Line ( 29 ) -- Month for which information is provided [ line ( 11 ) ] 
 
Line ( 30 ) -- Total Lifeline and Resold Lifeline Connections  
Only ETCs that sold Lifeline connections to Reselling Telecommunications Carriers should 
fill out lines ( 30 ) and ( 31 ). 
Provide the total number of subscribers that received one or more Tiers of support for the month. 
(a) -- Number of Lifeline connections provided directly to end-users 
Provide the total number of Lifeline-discounted connections the carrier provided directly to end 
users.  This number should represent the total number of your company’s own Lifeline 
customers.  DO NOT include connections provided via an unbundled network element platform 
(UNE-P) to carriers that have been designated as ETCs. 
(b) -- Number of Lifeline connections sold to reselling carriers 
Provide the total number of Lifeline-discounted connections that were provided to resellers.  DO 
NOT include connections provided via an unbundled network element platform to carriers that 
have been designated as ETCs.   
(c) -- Total Lifeline connections (c) = (a) + (b) 
Provide the total number of Lifeline connections provided, either to subscribers served directly 
by your company or Lifeline-discounted connections that your company sold to resellers.  This 
amount should be equal to the sum of columns (a) and (b).  Carriers that sell Lifeline connections 
to resellers must also complete line ( 31 ).   
 
Line ( 31 ) – Information about Reselling Telecommunications Carriers 
(Note: Total of amounts reported on lines ( 31b, i and ii ) should equal the amount reported on 
line ( 30b ). 
Only ETCs that sold Lifeline connections to Reselling Telecommunications Carriers should 
fill out lines ( 30 ) and ( 31 ).  Attach additional sheets if connections were sold to more than 
two resellers within the study area reported on this form.  Additional sheets should contain line 
number at the top of each sheet.  
(a) -- Name of reselling carrier 
Provide the name of the reseller to whom the carrier sold Lifeline-discounted connections. 
(b) -- Number of Lifeline connections sold to this reselling carrier 
Provide the number of Lifeline-discounted connections that the carrier sold to each reseller. 
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Block 4:  Link-Up 
 
Description of Link-Up program: 
 

The Link-Up program reduces eligible low-income subscribers' charges for initiating 
telephone service by one-half of the telephone company's charge, or $30.00, whichever is less, 
for subscribers residing on non-tribal lands.  For subscribers residing on tribal lands, the 
reduction is up to $70 or 100% of the charges between $60 and $130, in addition to the $30 
available to non-tribal subscribers.  The Link-Up program also offers a deferred payment plan 
for charges assessed for starting service, for which eligible subscribers do not have to pay 
interest.  Eligible subscribers are relieved of the requirement to pay interest charges of up to 
$200 for a period not to exceed one year. 
 
Line ( 32 ) -- Number of subscribers for whom connection fees waived 
(a) -- Non-tribal connections 
Provide the monthly count of Link-Up subscribers not residing on tribal lands for whom 
connection charges were waived.   
(b) -- Tribal connections 
Provide the monthly count of Link-Up subscribers residing on tribal lands designated as such by  
the Bureau of Indian Affairs, for whom connection charges were waived.   
(c) -- Total connections waived (c) = (a) + (b) 
Provide the total number of Link-Up connection charges waived by adding the number of non-
tribal connections in column (a) to the number of tribal connection charges waived in column 
(b). 
 
Line ( 33 ) -- Charges waived per connection (Use weighted average if more than one applicable 
rate.) 
Provide the dollar amount of reduction per subscriber.  For multiple rates, use a weighted 
averaged amount.  All amounts should be reported in dollars and cents. 
(a) -- Non-tribal connections 
The reduction should be one-half of the service providers' charge or $30.00, whichever is less.   
(b) -- Tribal connections 
The reduction should not exceed $100.00 per connection.   
 
Line ( 34 ) -- Total connection charges waived [ line ( 32 ) x line ( 33 ) ] 
These totals should be reported in whole dollars (round up or down to the nearest dollar). 
(a) -- Non-tribal connections 
Provide the dollar amount of non-tribal connection charges waived by multiplying lines ( 32a ) 
and ( 33a ).  
(b) -- Tribal connections 
Provide the dollar amount of tribal connection charges waived by multiplying lines ( 32b ) and  
( 33b ).  
(c) -- Total connections waived (c) = (a) + (b) 
Provide the total dollar amount of connection charges waived by adding the number of non-tribal 
connections charges waived in column (a) to the number of tribal connection charges waived in 
column (b). 

 9



Line ( 35 ) -- Deferred interest 
Only ETCs that provided subscribers with a deferred interest payment plan for costs of 
initiating telephone service remaining after the Link-Up discount should fill out this line.  
These amounts should be reported in whole dollars (round up or down to the nearest dollar).   
(a) -- Non-tribal connections 
Provide the dollar amount of deferred interest to Non-tribal connections.   
(b) -- Tribal connections 
Provide the dollar amount of deferred interest to tribal connections.   
(c) -- Total connections waived  (c) = (a) + (b) 
Provide the total deferred interest to non-Tribal and Tribal connections by adding the dollar 
amount of deferred interest to non-tribal connections in column (a) to the dollar amount of 
deferred interest to tribal connections in column (b). 
 
Line ( 36 ) -- Total Link-Up support claimed [ line ( 34 ) + line ( 35 ) ]  
Provide the dollar amount of total Link-Up support claimed for the reported month.  These 
amounts should be reported in whole dollars (round up or down to the nearest dollar).  
(a) -- Non-tribal connections 
Provide the dollar amount of total Link-Up support claimed for non-tribal connections only by 
adding lines ( 34a ) and ( 35a ). 
(b) -- Tribal connections 
Provide the dollar amount of total Link-Up support claimed for tribal connections only by adding 
lines ( 34b ) and ( 35b ). 
(c) -- Total connections waived  (c) = (a) + (b) 
Provide the dollar amount of total Link-Up support for both non-tribal and tribal connections by 
adding columns (a) and (b). 
 

Block 5:  Toll Limitation Services (TLS) 
 
Description of Toll Limitation Services (TLS): 
  

TLS is a service that carriers must offer to eligible low-income subscribers at no charge 
in order to be eligible to receive universal service support.  Qualifying low-income consumers’ 
acceptance of TLS is voluntary.  This service includes toll blocking, which allows subscribers to 
block outgoing toll calls, and also toll control, which allows subscribers to limit in advance their 
toll usage per month or billing cycle.  Carriers are required to provide at least one type of toll-
limitation service.  If your company is not currently offering TLS because your state commission 
has provided your company with additional time to complete the network upgrades needed to 
provide TLS, complete this Worksheet, but leave Block 5 blank.   

 
Support will be provided for the incremental cost of providing TLS.  These costs include 

the costs that carriers otherwise would not incur if they did not provide TLS to a given customer.  
The incremental cost of TLS does not include the full retail charge for TLS that the carrier would 
charge other consumers.  Moreover, joint and common costs associated with TLS (e.g. overhead 
and the cost of facilities used for both TLS and non-TLS purposes) are not supported by the low-
income support mechanism.  Low-income support is available only for incremental costs that are 
associated exclusively with toll-limitation service.  For instance, the low-income support 
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mechanism will reimburse carriers for a switch upgrade only if it is necessary exclusively for the 
provision of TLS.  A switch upgrade that will be used for the performance of functions other 
than providing TLS is not reimbursable by the low-income support mechanism and should not be 
included in initial or recurring incremental costs.  Carriers may be asked for supporting 
documentation justifying the incremental costs of providing TLS claimed on this Worksheet. 
 
Line ( 37 ) -- Lifeline subscribers adding TLS during month 
(a) -- Number 
Provide the number of Lifeline subscribers that added TLS at some point during the month for 
which data is reported on this Worksheet.  The amount must be equal to or less than number of 
all Lifeline subscribers provided TLS during the reported month, i.e., amount in line ( 38a ).   
(b) -- Incremental cost 
Provide the dollar amount for the incremental cost associated with adding TLS for Lifeline 
subscribers during the reported month.  Only the initial non-recurring incremental cost your 
company incurred to set up each new Lifeline subscriber with TLS should be reported.  These 
costs would include, for example, the installation or changing of central office connections 
required to begin providing a Lifeline subscriber with TLS.  Report incremental cost by using up 
to six decimal points (e.g., $0.008982), if necessary.   
(c) -- Total cost (c) = (a) x (b) 
Provide the total initial non-recurring incremental costs for new Lifeline subscribers adding TLS 
during the reported month by multiplying column (a) times column (b).  This amount should be 
reported in dollars and cents (that is, round the total to two decimal points).   
 
Line ( 38 ) -- All Lifeline subscribers taking TLS during month 
(a) -- Number 
Provide the number of all Lifeline subscribers taking TLS during the reported month.  This 
number includes both new Lifeline subscribers with TLS added during month and Lifeline 
subscribers that continued to receive TLS during reported month. 
(b) -- Incremental cost 
Provide the dollar amount for the incremental cost of providing TLS to all Lifeline subscribers 
during the reported month.  This amount represents the recurring incremental cost, if any, your 
company incurred to provide TLS to each Lifeline subscriber.  These costs would include, for 
example, a portion of switch upgrade costs necessary exclusively for TLS.  Report incremental 
cost by using up to six decimal points (e.g., $0.008982), if necessary.    
(c) -- Total cost (c) = (a) x (b) 
Provide the total recurring incremental costs for all Lifeline subscribers taking TLS during the 
reported month by multiplying column (a) times column (b).  This amount should be reported in 
dollars and cents (that is, round the total to two decimal points).   
 
Line ( 39 ) -- Total TLS support claimed [ line ( 37c ) + line ( 38c ) ] 
Provide the dollar amount of total TLS dollars claimed by adding lines ( 37c ) and ( 38c ).  This 
amount should be reported in whole dollars (round up or down to the nearest dollar).   
 

Block 6:  Total Support Claimed 
 
These amounts should be reported in whole dollars (round up or down to the nearest dollar). 
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Line ( 40 ) -- Total federal Lifeline support claimed [ line ( 22 ) ] 
Provide the total federal Lifeline support claimed from line ( 22 ). 
   
Line ( 41 ) -- Total Link-Up support claimed [ line ( 36 ) ] 
Provide the total Link-Up support claimed from line ( 36 ).   
 
Line ( 42 ) -- Total TLS support claimed [ line ( 39 ) ] 
Provide the total TLS support claimed from line ( 39 ).   
 
Line ( 43 ) -- Total ETC support claimed [ sum of lines ( 40 ) through ( 42 ) ] 
This is the total Low-Income Support amount claimed for the reported month.  Provide the total 
ETC support claimed by adding together lines ( 40 ) through ( 42 ).  
  

Block 7:  Certification and Signature 
 
Line ( 44 ) -- Regulatory status 
Check the appropriate box to indicate whether the carrier is or is not subject to state regulation.   
 
Line ( 45 ) -- Signature of officer 
An officer is a person who occupies a position specified in the corporate by-laws (or partnership 
agreement), and would typically be president, vice president for operations, vice president for 
finance, comptroller, treasurer, or a comparable position.  If the reporting carrier is a sole 
proprietorship, the owner must sign the certification.  The signature on this line must be in ink 
unless filed on-line, as available.  This line requires the signature of an officer of the company 
certifying that the following statements are correct (as applicable): 
 
I certify:  
 

that my company will publicize the availability of Lifeline and Link-Up services in a 
manner reasonably designed to reach those likely to qualify for those services.  

 See 47 C.F.R. § 54.405(b). 
  

that my company will pass through the full amount of all Tier One, Tier Two, Tier Three, 
and Tier Four federal Lifeline support for which they seek reimbursement, as well as all 
applicable intrastate Lifeline support, to all qualifying low-income subscribers by an 
equivalent reduction in the subscriber's monthly bill for local telephone service.  
See 47 C.F.R. §§ 54.403(a)(2)-(4). 

  
 that my company has received any non-federal regulatory approvals necessary 
 to implement the required rate reduction(s).   

See Federal-State Joint Board on Universal Service:  Promoting Deployment and 
Subscribership in Unserved and Underserved Areas, Including Tribal and Insular Areas, 
CC Docket No. 96-45, Twelfth Report and Order, Memorandum Opinion and Order, and 
Further Notice of Proposed Rulemaking, FCC 00-208, paras. 43, 85 (rel. June 30, 2000). 
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that I am an officer of the above-named reporting entity, that I have examined the 
foregoing report and to the best of my knowledge, information and belief, all statements 
of fact contained in this Worksheet are true, and that said Worksheet is an accurate and 
complete statement of the affairs of the above-named company for the period indicated 
above; 

  
and I acknowledge the Fund Administrator’s authority to request additional supporting 
information as may be necessary. 

 
Line ( 46 ) -- Printed name of officer 
Print the name of the officer.  This should be the same name as the signature in line ( 43 ). 
 
Line ( 47 ) -- Position with reporting entity 
Provide the position you hold with the carrier. 
 
Line ( 48 ) -- Date 
Provide the date this Worksheet was completed and signed. 
 
Line ( 49 ) -- Type of filing 
Check the appropriate box to indicate whether this Worksheet is an original or revised filing.  
Check "Original filing" box if your company is reporting this data for the first time.  Check 
“Revised filing” box if this is a revision to the data originally submitted.  March 31 is the 
administrative deadline for filing revisions for two years prior.  For example, revisions for any 
month in 2002 will be accepted until March 31, 2004.  Using this example, after March 31, 2004, 
revisions may be submitted only for months in 2003 and 2004.  Report originals and revisions on 
separate forms.  For revisions, all line items should be reported as positive numbers reflecting the 
actual amounts that should have been claimed for the month.  
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If you have any questions, please call USAC at (866) 873-4727. Avg. Burden Est. per Respondent: 3.5 Hrs.

 Block 1:  Identification
  ( 1 ) Legal name of carrier
  ( 2 ) USAC Service Provider Identification Number 
  ( 3 ) Study Area Code
  ( 4 ) Filer 499 ID
  ( 5 ) Person who completed this Worksheet
  ( 6 ) Mailing address of this person
  ( 7 ) Telephone number of this person
  ( 8 ) Fax number of this person
  ( 9 ) E-mail address of this person
  ( 10 ) Year for which information is provided
  ( 11 ) Month for which information is provided

 Block 2:  Study Area Code / Exchange
  ( 12 ) State 

  ( 13 ) Competitive Eligible Telecommunications Carriers Incumbent ETC Incumbent ETC Incumbent ETC 
(ETCs) should list the names of the incumbent ETCs' Name Study Area Code Exchange (if applicable)
study areas and exchanges (if applicable) in which (a) (b) (c)
they are claiming support.

(i) First incumbent ETC          
(ii)Second incumbent ETC

Attach additional sheet to report additional incumbent ETCs' study areas and exchanges.  Check box if additional sheet attached.   

 Block 3:  Lifeline

Number of subscribers Lifeline support claimed per
receiving federal subscriber (Use weighted Total federal 
Lifeline support average if more than Lifeline support
for whole month one applicable rate.) claimed

(a) (b) (d) = (a) x (b)
  ( 14 ) Tier 1    $   $
  ( 15 ) Tier 2   $   $
  ( 16 ) Tier 3   $     $  
  ( 17 ) Tier 4   $   $

Number of subscribers Lifeline support claimed per Total service days
receiving federal subscriber (Use weighted for subscribers receiving Total federal 
Lifeline support average if more than federal Lifeline support for Lifeline support
for part of month one applicable rate.) part of month claimed

(a) (b) (c) (d) = (b) x (c) / 30
  ( 18 ) Tier 1    $   $
  ( 19 ) Tier 2   $   $
  ( 20 ) Tier 3   $     $  
  ( 21 ) Tier 4   $   $

  ( 22 ) Total federal Lifeline support claimed  [ sum of lines ( 14d ) through ( 21d ) ]   $
  ( 23 ) Subscriber Line Charge (SLC) Zone  Number of subscribers Total service days for

data for ETCs that used name (if  receiving Tier 1 subscribers receiving Tier 1 Total Tier 1 support
a weighted average on lines applicable) SLC  support for whole month support for part of month claimed
( 14b ) and/or ( 18b ). (a) (b) (c) (d) (e) = (b) x  { (c) + [(d) / 30] }

(i) First rate  $    $
(ii)Second rate  $   $

Attach additional sheet to report additional SLCs.  Competitive ETCs use the above for the incumbent ETC shown on line (13i) 
and additional sheet for additional incumbent ETCs.  Check box if additional sheet attached.  
  ( 24 ) If claiming Tier 4 support, list tribal lands served. Number of 

Name of federally recognized tribal land Tier 4 subscribers
(a) (b)

(i) First tribal land
(ii)Second tribal land

Attach additional sheet to report additional tribal lands served.  Check box if additional sheet attached.  

PERSONS  WILLFULLY  MAKING  FALSE  STATEMENTS  IN  THE WORKSHEET  CAN  BE  PUNISHED  BY  FINE  OR  IMPRISONMENT  UNDER  TITLE  18  OF  THE  UNITED  STATES  CODE,  18  U.S.C. §1001
September 2003



FCC Form 497 LIFELINE AND LINK-UP WORKSHEET
December 2003
  ( 25 ) Legal name of carrier  [ line ( 1 ) ]
  ( 26 ) USAC Service Provider Identification Number   [ line ( 2 ) ]
  ( 27 ) Study Area Code  [ line ( 3 ) ]
  ( 28 ) Year for which information is provided  [ line ( 10 ) ]
  ( 29 ) Month for which information is provided  [ line ( 11 ) ]

Number of Lifeline Number of Lifeline Total
  ( 30 ) Total Lifeline and Resold Lifeline Connections (Only connections provided connections sold Lifeline

ETCs that sold Lifeline connections to Reselling  directly to end-users to reselling carriers Connections
Telecommunications Carriers should fill out (a) (b) (c) = (a) + (b)
lines ( 30 ) and ( 31 ).)

  ( 31 ) Information about Reselling Telecommunications Carriers Number of Lifeline
(Note:  Total of amounts reported on line ( 31b ) should Name of reselling carrier  connections sold to 
equal the amount reported on line ( 30b ).) this reselling carrier

(a) (b)
(i) First reselling carrier
(ii)Second reselling carrier

Attach additional sheet to report additional reselling carriers.  Check box if additional sheet attached.  

 Block 4:  Link-Up
Non-tribal Tribal Total connections

connections connections waived
(a) (b) (c) = (a) + (b)

  ( 32 ) Number of subscribers for whom connection fees waived    
  ( 33 ) Charges waived per connection  (Use weighted average if   $   $

more than one applicable rate.) ($30 max) ($100 max)
  ( 34 ) Total connection charges waived [ line ( 32 ) x line ( 33 ) ]   $   $   $
  ( 35 ) Deferred interest   $   $   $
  ( 36 ) Total Link-Up support claimed [ line ( 34 ) + line ( 35 ) ]   $   $   $

 Block 5:  Toll Limitation Services (TLS)
Number Incremental cost Total cost 

(a) (b) (c) = (a) x (b)
  ( 37 ) Lifeline subscribers adding TLS during month   $
  ( 38 ) All Lifeline subscribers taking TLS during month   $
  ( 39 ) Total TLS support claimed  [ line ( 37c ) + line ( 38c ) ]   $

 Block 6:  Total Support Claimed

  ( 40 ) Total federal Lifeline support claimed   [ line ( 22 ) ]   $
  ( 41 ) Total Link-Up support claimed [ line ( 36c ) ]   $
  ( 42 ) Total TLS support claimed [ line ( 39c ) ]   $
  ( 43 ) Total ETC support claimed  [ sum of lines ( 40 ) through ( 42 ) ]   $

 Block 7:  Certification and Signature
  ( 44 ) Regulatory status  (check one)  subject to state regulation  not subject to state regulation

    I certify:   
that my company will publicize the availability of Lifeline and Link-Up services in a manner reasonably designed to reach those likely to qualify for those services;
that my company will pass through the full amount of all Tier One, Tier Two, Tier Three, and Tier Four federal Lifeline support for which my company seeks reimbursement, 
as well as all applicable intrastate Lifeline support, to all qualifying low-income subscribers by an equivalent reduction in the subscriber's monthly bill for local telephone service;

that my company has received any non-federal regulatory approvals necessary to implement the required rate reduction(s);
that I am an officer of the above-named reporting entity, that I have examined the foregoing report and to the best of my knowledge, information and belief, all statements of fact
contained in this Worksheet are true, and that said Worksheet is an accurate and complete statement of the affairs of the above-named company for the period indicated above;

    and I acknowledge the Fund Administrator's authority to request additional supporting information as may be necessary.

  ( 45 ) Signature of officer
                                                                        

  ( 46 ) Printed name of officer
  ( 47 ) Position with reporting entity
  ( 48 ) Date                                                                         
  ( 49 ) This filing is an  Original filing  Revised filing

PERSONS  WILLFULLY  MAKING  FALSE  STATEMENTS  IN  THE WORKSHEET  CAN  BE  PUNISHED  BY  FINE  OR  IMPRISONMENT  UNDER  TITLE  18  OF  THE  UNITED  STATES  CODE,  18  U.S.C. §1001

 Email completed forms to lifilings@hcli.universalservice.org; or fax to (866) 873-4665; or mail to USAC Low Income Program, 444 Hoes Lane, RRC 4A1060, Piscataway, NJ 08854.



CERTIFICATE OF SERVICE 
 
 
I, Otis Robison, hereby certify that on this 14th day of April 2009, I caused a copy of the 
foregoing Request for Review of Decision of the Universal Service Administrator by 
AT&T Inc. in WC Docket No. 03-109 to be sent via US Mail to: 
 
Universal Service Administrative Company 
Attn: David Capozzi, Acting General Counsel 
2000 L Street, NW 
Suite 200  
Washington, DC 20036  
 
 
      /s/ Otis Robinson 




