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SUMMARY

TracFone requests Commission review and reversal of certain audit findings of the

Universal Service Administrative Company (USAC) with respect to TracFone's participation as

an Eligible Telecommunications Carrier in the emergency Lifeline program established by the

Commission to assist victims of Hurricane Katrina in 2005. USAC's audit report seeks

reimbursement from TracFone of $703,950. Of that amount, TracFone is entitled to retain

$488,410. TracFone disputes two important aspects of the USAC audit. First, it disputes

USAC's conclusion that 2,681 customers enrolled in TracFone's Katrina Lifeline program did

not produce proof of receipt of FEMA Housing Assistance acceptable to USAC. As described

herein, those customers were qualified to enroll in the Katrina Lifeline program based on the fact

that they received funds from USAC to repair their residences, in full conformance with

applicable Commission and FEMA regulations. Second, USAC purports to disallow 1,076

eligible customers enrolled in TracFone's program because TracFone was unable to produce

copies of proof of eligibility. There is no requirement, either in the Commission's Lifeline rules

or in the Katrina Order which requires ETCs to retain documentation of program-based

eligibility.

The most disturbing aspect of the USAC audit is its total disregard for the unprecedented

challenges which TracFone and other specially-designated Katrina ETCs faced in implementing

a unique emergency program under the most difficult of circumstances, within a very short time

frame, with no opportunity to obtain clarification from the Commission or from USAC.

TracFone put forth its best efforts to reach out to thousands of displaced victims of the worst

natural disaster in modern American history and did so effectively and responsibly. The result

was that nearly 30,000 victims received emergency communications assistance through the

TracFone program. TracFone incurred substantial costs in implementing its Katrina Lifeline
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program and it should not have substantial portions of its Lifeline support now disallowed by

USAC.
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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, DC 20554

In the Matter of

Request for Review by TracFone
Wireless, Inc. of Decision of
Universal Service Administrator

)
)
)
)
)

CC Docket No. 96-45
WC Docket No. 03-109

REQUEST OF TRACFONE WIRELESS, INC.
FOR REVIEW OF DECISION OF

UNIVERSAL SERVICE ADMINISTRATOR

TracFone Wireless, Inc. ("TracFone"), by its attorneys, pursuant to Sections 54.719(c),

54.721 and 54.722 of the Commission's rules/ hereby requests that the Commission review the

findings and conclusions of the Universal Service Administrative Company ("USAC") following

its audit of TracFone's receipt of Universal Service Fund support during its participation as an

Eligible Telecommunications Carrier ("ETC") pursuant to the special temporary Lifeline

program following Hurricane Katrina.2

Introduction

USAC's audit findings and conclusions were communicated to TracFone by letter dated

January 5, 2010 from Pamela Gallant, Director, Low Income Program.3 The USAC Letter

asserts that TracFone was not "compliant with the rules," and that TracFone will be invoiced in

the amount of $703,950. As will be described more fully in this request for review, TracFone

does not dispute portions of the USAC audit findings and is not seeking Commission review of

those findings. However, it is seeking review of those portions of the audit findings wherein

147 C.F.R. §§ 54.719(c), 74.721, and 54.722.
2 See Federal-State Joint Board on Universal Service, et aI, 20 FCC Rcd 16883 (2005) ("Katrina
Order").
3 Letter from Pamela Gallant, Director Low Income Program, USAC, to Javier Rosado,
TracFone, dated January 5, 2010 ("USAC Letter"). The USAC Letter and accompanying
Auditor's Report are attached hereto as Attachment A.
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USAC has disclaimed TracFone's right to reimbursement for providing wireless handsets and

service to thousands of displaced Hurricane Katrina victims based on what USAC calls

"inadequate documentation" of subscriber eligibility, as well as for TracFone's failure to produce

certain documentation of customer enrollment eligibility in the absence of any Commission

regulation or specially-imposed requirement that ETCs participating in the Katrina Lifeline

program retain such documentation.

With regard to those disallowed claims for reimbursement, the USAC Letter and

accompanying Auditor's Report4 fail to identify any provisions of the Communications Act or

any Commission rules which were violated by TracFone during its operation as an ETC as part

of the Katrina program. More importantly, USAC's findings and conclusions should be rejected

by the Commission as constituting little more than second-guessing or "Monday morning

quarterbacking" of TracFone's performance as a Lifeline provider ETC during a period of

unprecedented emergency conditions. TracFone's efforts during the Katrina Lifeline program

resulted in the provision of invaluable wireless telecommunications service to nearly 30,000

Hurricane Katrina victims in the Gulf region.

1. Statement of Interest

In the wake of Hurricane Katrina and the Katrina Order, TracFone was one of the first

wireless carriers to apply for interim designation as an ETC under the Katrina program.5

4 Independent Auditor's Report on TracFone Wireless, Inc.'s Compliance with the Hurricane
Katrina Order (USAC Audit No. LI2008LR003), dated September 28, 2009 ("Auditor's
Report"). The Auditor's Report was provided to TracFone with Ms. Gallant's letter, and is
included in Attachment A hereto.
5 Application of TracFone Wireless, Inc. for Emergency Designation as an Eligible
Telecommunications Carrier to Provide Lifeline Assistance to Hurricane Katrina Victims, WC
Docket No. 03-109, filed November 3, 2005.
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TracFone's application was granted on November 16, 2005.6 Indeed, the emergency Katrina

program Lifeline offering -- $130 in Universal Service Fund support in exchange for the

provision of a free handset and 300 minutes of wireless service -- was based on a TracFone

proposal.7 TracFone is gratified that the Commission developed the Katrina Lifeline program

based, in part, on TracFone's plan.

Immediately upon receiving its Katrina ETC designation, TracFone commenced its

efforts to provide wireless Lifeline service to Katrina victims. At the time of the Katrina Order,

TracFone had pending before the Commission several petitions for designation as an ETC, but it

had not yet been designated as an ETC in any state and had never before offered Lifeline

service.8

Neither TracFone nor any other carrier designated as an ETC pursuant to the Katrina

Order could possibly have been prepared for the unique challenges of providing Lifeline service

to an area consisting of portions of three states which had been virtually destroyed by Hurricane

Katrina. Homes were damaged, in many cases, beyond repair, lives were lost, tens of thousands

of residents of those states, including many low-income residents, were displaced and were

evacuated to temporary locations throughout the region, to contiguous states, and throughout the

United States.

6 Public Notice - The Wireline Competition Bureau Announces the Designation of a Temporary
Eligible Telecommunications Carrier for the Purpose of Providing the Hurricane Katrina Lifeline
Assistance, DA 05-2976, released November 16,2005.
7 Katrina Order at ~ 12, n. 24, n. 25.
8 TracFone did not become an ETC until nearly three years later when the Commission
designated it as a Lifeline-only ETC in ten states and the District of Columbia. In the Matter of
Federal-State Joint Board on Universal Service; TracFone Wireless, Inc. Petition for Designation
as an Eligible Telecommunications Carrier in the State of New York, et ai, 23 FCC Red 6206
(2008) ("TracFone ETC Designation Order").
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The federal Lifeline program had been established by the Commission, following

enactment of the Telecommunications Act of 1996, to provide subsidized telephone service to

low-income households. The program was created in 1997 as a federal support program for low­

income households residing in permanent residences. As initially created, Lifeline was to

provide affordable service, primarily wireline local exchange telephone service, to qualified

residents at their homes, specifically, their permanent homes. The rules established by the

Commission and the procedures implemented by those carriers who already were ETCs and who

were already providing Lifeline service prior to Hurricane Katrina were premised on confirming

household eligibility of low-income customers residing in permanent residences. No carrier nor

the Commission itself possibly could have been prepared for or anticipated the unique

difficulties of trying to implement a Lifeline program to provide temporary wireless service to

persons affected by Hurricane Katrina, including persons who no longer had homes, persons who

had been displaced from their homes, households whose members were suddenly separated, and

persons who had little, if any, means to retrieve their own possessions, and who had little, if any,

ability to provide documentation of Lifeline eligibility.

TracFone committed substantial resources to its Katrina Lifeline program and did its best

under very adverse circumstances to reach out to evacuees and other victims, to provide a needed

service, and to comply with the eligibility determination requirements which were less than

clear, and which necessitated making reasonable good faith judgments as to what would

constitute sufficient compliance. In 2010, it is easy to second guess the procedures implemented

by TracFone. In 2005 and early 2006, it was extremely difficult to determine what was required

in order to provide emergency Lifeline assistance to Katrina victims and to implement

procedures which would not only meet the vague requirements set forth in the Katrina Order but
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also to do so in a manner which would satisfy USAC auditors looking through rear view mirrors

years later.

TracFone incurred substantial expense to make its Katrina program work. It gave away

tens of thousands of wireless handsets (handsets which were not free to it); it engaged the

services of outside vendors to assist with the distribution of the handsets; it provided 300 minutes

of wireless airtime to each of nearly thirty thousand displaced Katrina victims; it advertised

extensively throughout the Katrina areas using traditional and non-traditional outreach means; it

even established its own mobile centers to facilitate displaced Katrina victims enrolling in the

program and receiving their handsets. Those efforts were acknowledged by the Mayor of New

Orleans who issued a proclamation establishing a day of honor for TracFone in recognition of its

Katrina Lifeline efforts.9 Having expended significant resources to implement its Katrina

Lifeline program as a specially-designated ETC, TracFone will suffer substantial financial harm

ifUSAC is allowed to demand reimbursement of more than $483,000 in Lifeline support earned

by TracFone based on USAC auditors' determination that TracFone's documentation of certain

Katrina victims' eligibility was either not readily available or, if available, not satisfactory to

USAC. For that reason, TracFone respectfully requests the Commission to review portions of

the USAC Auditor's Report.

2. Statement of Relevant Material Facts

Between November 16, 2005 and June 1, 2006 (the extended termination date for the

Lifeline program),10 TracFone enrolled 28,988 displaced Hurricane Katrina victims in its Katrina

Lifeline program. Each of those 29,988 persons was provided with a wireless handset and with

9 Proclamation or C. Ray Nagin, Mayor of New Orleans, Louisiana, proclaiming a Special Day
of Honor upon TracFone. Mayor Nagin's April 12, 2006 proclamation is attached hereto as
Attachment B.
10 Federal-State Joint Board on Universal Service, et ai, 21 FCC Rcd 2803 (2006).
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300 minutes of airtime. In short, in addition to handing out nearly 30,000 wireless handsets,

TracFone provide Katrina victims with nearly 9 million minutes of airtime. TracFone

implemented internal procedures to ascertain that each Lifeline applicant was able to

demonstrate that he/she had been approved by the Federal Emergency Management Agency

("FEMA") for disaster housing assistance or determined by FEMA to be eligible for hurricane­

related housing assistance.

In the absence of specific directions in the Katrina Order or any promulgated

Commission rule describing "FEMA disaster housing assistance" or what documentation of such

assistance would be required, TracFone had to make reasonable determinations as to the intended

meaning of "FEMA Housing Assistance" as well as what would constitute evidence of such

assistance. TracFone reasonably concluded that "FEMA Housing Assistance," absent any

further Commission-provided clarification, meant non-reimbursable financial assistance

provided by FEMA to Hurricane Katrina victims whose residences were within recognized

disaster counties or parishes of Alabama, Louisiana and Mississippi for the purpose of seeking

temporary alternative housing or for the purpose of making repairs to their permanent housing.

Indeed, TracFone sought clarification from the Commission as to what would constitute

appropriate proof of FEMA Housing Assistance. By letter dated January 5, 2006, TracFone

asked the Commission to clarify that Hurricane Katrina ETCs be allowed to accept applicant

self-certifications under penalty of perjury that that on August 29,2005 they resided in one of the

counties or parishes determined to be eligible for relief; that they had been approved by FEMA

for emergency housing assistance which did not have to be repaid; that they are head of

household; and that they only had sought Lifeline service from one provider. TracFone also
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asked the Commission to approve the use of independent third party verification of eligibility.1l

No response to that letter was forthcoming, and TracFone was left to making the best

determinations it could as to what processes would be deemed sufficient to comply with the

provisions of the Katrina Order.

TracFone also attempted on several occasions to contact FEMA for guidance and even

sought FEMA personnel contact information from Commission staff. No one was able to

identify persons within FEMA who could provide guidance or direction on what constituted

"FEMA Housing Assistance" or what documentation would be sufficient to demonstrate receipt

of FEMA Housing Assistance.

TracFone was not alone in seeking clarification regarding the program's requirements.

Attached hereto as Attachment C is an e-mail from Bill Robertson of the Louisiana Public

Service Commission soliciting information -- or at least a contact name -- from FEMA as to

how to determine whether Katrina Lifeline victims qualified. No information was provided and

TracFone, like other ETCs participating in the program, did the best they could given the paucity

of information available to them.

All applicants for Lifeline service under TracFone's Katrina Lifeline program were asked

to produce copies of FEMA grant letters if they had such letters in their possession. Not

surprisingly, many of those applicants did not have copies of such FEMA letters. Some

applicants indicated that they never received letters; others stated that they had received letters

but did not have them in their possession. As an alternative to FEMA grant letters, TracFone

was instructed by the Commission to accept copies of FEMA checks and deposit slips reflecting

Il Letter from Mitchell F. Brecher, counsel to TracFone Wireless, Inc., to Marlene H. Dortch,
Secretary, Federal Communications Commission, (WC Docket No. 03-109), filed January 5,
2006.
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receipt of FEMA funds for housing assistance. FEMA checks and deposit slips usually did not

expressly state "housing assistance." Rather, they typically contained language like "FEMA

deposit." In accepting copies of such checks and deposit slips as proof of FEMA Housing

Assistance, TracFone believed in good faith that such acceptance complied with the letter and

the spirit of the Katrina Order, was consistent with the standards set forth in the Commission's

generally-applicable rules governing Lifeline enrollment eligibility certification, and was

reasonable and appropriate under these very exigent circumstances. Since TracFone had been

advised by the Commission that it should accept copies of FEMA checks and deposit slips

without specific reference to "housing assistance," as a valid form of proof of applicant

eligibility, it reasonably concluded that FEMA grant letters which did not specify "housing

assistance" but referenced "FEMA Grant" would be sufficient.

According to the USAC Auditor's Report, 2,787 applications were rejected based on

what USAC calls "invalid eligibility documentation.,,12 Of those, TracFone does not contest

106. Of the remaining 2,681 applications rejected by USAC, 2,218 were rejected on the basis

that they were supported by USAC personal property grants, rather than USAC housing grants.

As will be explained below, these so-called "personal property" grants were, in fact, for property

purchased for the express purpose of repairing and rehabilitating residences and should have

been considered by USAC as FEMA Housing Grants. Those 2,681 applications should not be

rejected. On review, they should be approved by the Commission, which would impact USAC's

reimbursement claim by $348,530 (2,681 x $130).

In addition, USAC's auditors have disallowed 1,076 TracFone applications solely

because TracFone was unable to provide copies of the documentation of eligibility which the

12 USAC Audit Finding No. 1.
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customers presented to it and which it relied on in approving their enrollment applications. 13 As

will be explained below, there was no such retained documentation requirement. Therefore,

those 1,076 applications were rejected improperly by USAC and should be approved by the

Commission upon review. Approval of those applications would impact USAC's reimbursement

claim by $139,880 (1,076 x $130).

3. Questions Presented for Review

a. The Proof of FEMA Housing Assistance Accepted by TracFone
Complied with Applicable Requirements

The threshold question presented by this request for review is whether TracFone

reasonably accepted FEMA grant letters, checks and deposit slips as proof of FEMA's

determination of eligibility for individual housing assistance without repayment obligations.

Within this threshold question are two other questions: 1) what constitutes proof of FEMA's

determination of eligibility for individual housing assistance; and 2) what constitutes FEMA

individual housing assistance.

With respect to the first question, the Katrina Order states as follows:

. . . we require consumers qualifying for this support to provide
documentary evidence to the ETC serving them to demonstrate
that FEMA determined they were eligible for individual disaster
housing assistance. Proof of FEMA's determination of eligibility
for individual housing assistance without repayment obligations is

f'f:' 14su llClent.

While the Commission required applicants for Katrina Lifeline assistance to provide

documentary evidence of eligibility for FEMA housing assistance, nothing in the Katrina Order

provides any guidance as to what documentary evidence would be sufficient. Without further

explanation by the Commission as to what documentary evidence would be sufficient, TracFone,

13 USAC Audit Finding No.2.
1
4 Katrina Order at 'ill 7.
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like other specially-designated ETCs during the Katrina program, was left to make its own

judgment as to what "proof' of FEMA eligibility determinations would be sufficient. TracFone

had to make its own judgments as to what to accept -- and it had to make those judgments fast,

since the program needed to be commenced immediately upon Commission approval of its

Katrina ETC application, and would last less than seven months. 15 This was not a situation in

which there was time for petitions for clarification, public comment, ex parte meetings, and

issuance by the Commission of clarifications or of more definitive guidelines. 16

For those many Lifeline applicants whose residences no longer were habitable and who

were no longer able to reside at their permanent residences, who had lost most of their

possessions, and were literally living out of suitcases and boxes as they sought emergency shelter

in other, often distant, locations, TracFone reasonably and responsibly concluded that it could

not help those people if they were forced to produce letters from FEMA. For that reason,

TracFone, following informal consultation with Commission staff, elected to accept copies of

checks and deposit statements indicating that the deposited funds were from FEMA. USAC

never has questioned TracFone's acceptance of such checks and deposit slips. However, it has

rejected TracFone's acceptance of FEMA grant letters and has provided no explanation or

rationale for its inconsistent treatment of checks and deposit slips on the one hand, and

generalized FEMA grant letters on the other hand. In view of all the relevant circumstances,

IS Prior to the Commission's March 1, 2006 order extending the Katrina Lifeline program until
June 1,2006, the program was to have terminated on March 1,2006. Thus, TracFone developed
its procedures to implement the program at a time when the entire Katrina Lifeline program was
to last only until March 1, 2006 - merely three and one-half months following TracFone's
designation as an ETC for purposes of the Katrina Lifeline program.
16 As noted in Section 2 of this request, TracFone attempts to obtain guidance or clarification
from the Commission and from FEMA were not successful.
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TracFone respectfully submits that this was a reasonable and appropriate determination and

should not be subject to second guessing by USAC auditors 4 years later.

With respect to the second question -- what constitutes FEMA Housing Assistance --

TracFone directs the Commission's attention FEMA's own regulations, specifically, § 206.116

Housing Assistance. 17 Section 206.117(b)(ii)(H)(2) provides as follows:

Repairs. (i) FEMA may provide financial assistance for the repairs
of uninsured disaster-related damages to an owner's primary
residence. The funds are to help return owner-occupied primary
residences to a safe and sanitary living or functioning condition.
Repairs may include utilities and residential infrastructure . . .
damaged by a major disaster. 18

As indicated above, FEMA's own regulations governing Housing Assistance specifically

provide for grants of financial assistance to cover the repairs of residences damaged in major

disasters, as well as to procure replacement housing. Nothing in the FEMA regulations states or

even suggests that such financial assistance for repairs is available to procure repair services

from third party vendors (e.g., construction, home improvement contractors), but is not available

to cover costs of repairs performed by the homeowners themselves. Checks and deposit slips

provided by TracFone's Lifeline applicants that were used for the purchase of tools and other

supplies for the purpose of performing repairs by homeowners and tenants to make their

premises habitable following the damage caused by Hurricane Katrina have been accepted by

USAC as proof of eligibility. Without explanation or justification, FEMA grant letters for the

same purpose have been rejected by FEMA during its backward looking audit process.

TracFone reasonably accepted such evidence of FEMA repair grants presented to it by

victims of Hurricane Katrina. Nothing in the Katrina Order or in FEMA's regulations provides

17 44 C.F.R. § 206.117. That section ofFEMA's rules is included in those portions of the FEMA
rules and regulations (44 C.F.R. § 206.113,206.117) referenced in the Katrina Order at ~ 17, n.
38.
18 44 C.F.R. § 206.117(b)(ii)(H)(2).
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any support or justification for USAC's unilateral decision to disallow proof of such housing

assistance during its audit of TracFone's compliance with the Katrina Order. While the USAC

Letter contains the conclusory assertion that TracFone "was not compliant with the rules,,,19

neither the USAC Letter nor the Auditor's Report identify a single rule which prohibited

TracFone from accepting proof of USAC grants for the purpose of purchasing tools and other

equipment to make housing repairs.

b. No Commission Rule or Other Requirement Obligated TracFone to Retain
Copies of All Documentation of Eligibility Produced by Katrina Lifeline
Program Applicants

TracFone's request for review of the USAC audit raises another important question --

what obligation, if any, did TracFone have to retain copies of the documentation of eligibility

upon which it relied in considering applications for enrollment in its Katrina Lifeline program.

Again, no rule requiring retention of such documentation was identified by USAC. In fact, no

such rule exists.

As noted above, USAC Auditor's Finding No.2 rejects 1,076 TracFone Katrina Lifeline

customers based on TracFone's inability to produce copies of the eligibility documentation

provided by the applicants. The USAC Letter transmitting the results of the Katrina Lifeline

audit states that the auditors found that " [a] thorough review of the Katrina Order reveals no

such requirement that ETCs participating in the Katrina program retain such customer-provided

documentation of eligibility. While the Katrina Order states that ETCs must obtain proof of

eligibility, it says nothing about ETCs being required to retain such documentation. In fact, the

Katrina Order indicates the opposite -- that there is no document retention requirement. In the

Katrina Order, the Commission stated that the "approach we adopt here ... is consistent with our

19 USAC Letter at 1.
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general approach of using federal assistance programs to detennine consumer eligibility for our

low-income program?O

The fact that the Commission explicitly stated that its approach for the Katrina program

was to be consistent with its approach for determining consumer eligibility under the regular

(non-Katrina) low-income program leads to the conclusion that the requirements of that program

should, unless specifically displaced, be applicable to the Katrina Lifeline program as well.

ETCs providing Lifeline service must obtain from applicants seeking to qualify based on

enrollment in a qualifying program21 signatures under penalty of perjury that the customer

participates in such a program.22 Just as ETCs providing Lifeline under normal circumstances

may determine applicants' eligibility based on the applicants' signed statement under penalties of

perjury that they participate in qualifying programs, so too may ETCs participating in the Katrina

Lifeline program accept applicants based on their signed statements of participation. In fact, the

Katrina Order states that ETCs seeking reimbursement must submit with their Form 497s "any

other Jonns or documentation already required to participate in the low-income program.',23 In

short, contrary to USAC's assertion, nothing in the Katrina Order states, or even implies, the

existence of a requirement that ETCs obtain from Lifeline applicants and retain in their

possession documentation of the applicants' enrollment in a qualifying program (specifically, in

the case of the Katrina program, documentation of receipt of FEMA housing assistance). There

is no document retention requirement and the Commission should reject USAC's attempt to

20 Katrina Order at ~ 18.
21 For purposes of the Katrina Lifeline program, FEMA's disaster housing assistance program is
such a program, albeit limited to the Katrina Lifeline program and not otherwise applicable to the
federal Lifeline program.
22 47 C.F.R. § 54.409(d).
23 Katrina Order at ~ 16, n. 35.
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create such a requirement on a post hoc basis four years after the fact, and seek to recover from

TracFone Lifeline support in the absence of such a requirement.

4. Statement of Relief Sought

As described in this request for review, USAC has completed its audit of TracFone's

participation in the Katrina Lifeline program and has disallowed substantial portions of

TracFone's reimbursement claims based upon USAC's determination that TracFone "was not

compliant with the rules" -- rules which are nowhere identified either in the USAC Letter or its

accompanying Auditor's Report. Neither has USAC cited to a single requirement or condition

set forth in the Katrina Order which it alleges was violated by TracFone during its participation

as an ETC Lifeline provider as part of the Katrina Lifeline program.

More importantly, USAC has not questioned or contradicted the unassailable fact that

TracFone incurred substantial expenses to implement a unique emergency Lifeline program

within weeks of the most devastating natural disaster in modern American history. Those

expenses included the acquisition of nearly 30,000 wireless handsets which TracFone provided

at no charge to Katrina victims and the purchase and delivery to Katrina victims of nearly 9

million minutes of wireless airtime from its underlying network provider vendors. TracFone

incurred these expenses, as well as those associated with implementing the program, establishing

mobile outreach and sales offices, and developing systems to process applications and confirm

applicant eligibility, based upon the Commission's reasonable assurances that, as a designated

ETC authorized to provide Lifeline service to displaced victims of Hurricane Katrina, it would

be allowed to recover portions of those expenses from the Universal Service Fund, provided that

it comply with the requirements and conditions set forth in the Commission's Lifeline rules and

in its Katrina Order.
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Accordingly, TracFone respectfully requests that the Commission review the USAC

Letter and Auditor's Report and that it direct USAC to allow TracFone's reimbursement of

$488,410 of the amount which USAC has indicated that it plans to invoice TracFone.24

Respectfully submitted,

TRACFONE WIRELESS, INC.

~;-
GREENBERG TRAURlG, LLP
2101 L Street, NW
Suite 1000
Washington, DC 20037
(202) 331-3100

Its Attorneys

March 8, 2010

24 This request is supported by an affidavit of Javier Rosado, TracFone's Senior Vice President,
Lifeline Services.
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Attachment A



USAC Pamela Gallant
Director, Low Income Program

Univer<;;ll Service Administrative Comp,my

Via Certified Mail

January 5, 2010

Javier Rosado
TracFone Wireless
9700 NW 112th Avenue
Miami, Florida 33178

High Cost and Low Income Division

RE: Results of 2008 Hurricane Katrina Lifeline Audit of TracFone Wireless
(TracFone)

Dear Mr. Rosado:

As you know, the Internal Audit Division of the Universal Service Administrative
Company (USAC) conducted an audit of Hurricane Katrina Lifeline support
received between November 2005 and June 2006. The final report from that
review was sent to the company and an additional copy is attached for your
reference. The auditors found that TracFone was not compliant with the rules.

Proof of Eligibility. The auditors found that TracFone did not retain proper
eligibility documentation for 2,884 recipients of Hurricane Katrina Lifeline. The
monetary effect of this finding is $374,920.

Subscriber Listing. The auditors found that TracFone's subscriber list had 1,076
greater eligible subscribers than the company claimed on its Hurricane Katrina
Lifeline and Link Up Assistance worksheet. The monetary effect of this finding is
$139,880.

Duplicate Records. The auditors found 1,045 subscribers received multiple
Hurricane Katrina Lifeline packages from TracFone. The monetary effect of this
finding is $135,850.

Time Period. The auditors noted that TracFone claimed Hurricane Katrina
support for 130 customers that initiated service prior to the Katrina Order's
release, 58 undated applications, and 87 applications dated after June 1, 2006,
the FCC's deadline. The monetary effect of this finding is $35,750.

Certification. The auditors found that TracFone prOVided Hurricane Katrina
Lifeline to 124 individuals who did not sign the certification form. The monetary
effect of this finding is $16,120.
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Designated Area. The auditors discovered that TracFone claimed Hurricane
Katrina support for eleven customers who did not indicate whether they lived in
counties within the FCC-designated area. The monetary effect of this finding is
$1,430.

Consistent with the auditors' overall recommendation, USAC will issue an invoice
to TracFone in the amount of $703,950. If the company fails to pay the invoice
within 30 days, TracFone will be placed on the Red .Light list, which will result in
suspension of all disbursements from USAC.

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.

~cere~

~laGallant
Director, Low Income Program

Enclosures



USAC
Universal Service Administrative Company

To: Ms. Karen Majcher, Vice President, High Cost and Low Income Division

From: Mr. Wayne Scott, Vice President ofInternal Audit

Date: September 28, 2009

Re: Independent Auditor's Report on TracFone Wireless Inc. 's Compliance with the
Hurricane Katrina Order (USAC Audit No. LI2008LR003)

Introduction

The Universal Service Administrative Company (USAC) Internal Audit Division (lAD)
audited TracFone Wireless, Inc. (Beneficiary or TracFone) for compliance with the
Federal Communications Commission's Hurricane Katrina Order! and Low Income
Support Mechanism rules (collectively, the Rules). Compliance with the Rules is the
responsibility of the Beneficiary's management. USAC lAD's responsibility is to
express an opinion on the Beneficiary's compliance with the Rules based on our audit.

Purpose and Scope

The Katrina Order required all entities receiving $1 million or more of support to
undergo an audit or other investigatory review to verify the accuracy of all data submitted
and that the support was used for intended purposes and to validate that the eligible
telecommunications carrier has not obtained double-recovery from a single household?

lAD conducted this performance audit in accordance with Generally Accepted
Government Auditing Standards (GAGAS) issued by the Comptroller General of the
United States (2007 Revision, as amended).3 Those standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. Our audit included
examining, on a test basis, evidence supporting the data used to calculate support, as well
as performing such other procedures, as we considered necessary to form an opinion. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

We obtained and examined the Beneficiary's documentation to support the amounts
reported on its submittal that is the equivalent to the FCC Form 497 (Form 497) for the

I In the Matter ofFederal-State Joint Board on Universal Service, 20 FCC Red 16883, FCC 05-178 (2005)
(Katrina Order).
2 Katrina Order at ~ 23.
3 See Government Accountability Office, Government Auditing Standards: July 2007 Revision, GAO-07­
731G, (July 2007) (GAGAS).
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period December 2005 through June 2006. The following chart summarizes the support
the Beneficiary received during the audit period.

Number of Amount of
Subscribers Support

Lifeline 28,988 $3,768,440
Link Up 0 $0
Total $3,768,440

We performed procedures to determine whether the Beneficiary complied with the Rules.
For the purposes of this report, a finding is a condition that shows evidence of
noncompliance with the Rules.

Conclusion

USAC lAD concludes that the Beneficiary was not compliant with the Rules for the
period reviewed. Our examination disclosed six findings, and based on these results,
lAD recommends that support paid to the Beneficiary in the amount of $703,950 be
recovered.

lAD is required to conduct its audits in accordance with GAGAS,4 which requires that an
auditor must obtain sufficient, appropriate evidence to substantiate audit findings and
recommendations.s The Katrina Order requires that beneficiaries must make available
any documentation and records necessary to verify compliance with the Rules (e.g.,
substantiate that the Beneficiary used the funds to provide support to eligible
subscribers).6 During the course of this audit, the Beneficiary was unable to provide
adequate documentation to support the number of subscribers it claimed for support.
Therefore, USAC lAD recommends that USAC management recover $703,950 of
Katrina Lifeline support.

Findings

• Eligibility - Inadequate Documentation.
• Form 497 - Inaccurate Number of Subscribers Claimed.
• Subscriber Files - Duplicate Records.
• Support Period - Invalid Dates.
• Certification - Inadequate Documentation.
• Subscriber Address - Not in FEMA Designated Areas.

4Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Order, 18 FCC Rcd 19911, FCC
03-232 (2003) (USAC GovGAAP Order).
5 See GAGAS, § 7.55 (July 2007).
6 Katrina Order at ,r 23.
USAC Audit No. LI2008LR003 Page 2 of20



Exceptions Taken and Recovery Action

Monetary Effect USAC Management
Findinl! of Findinl! Recovery Action

#I - Eligibility - Inadequate Documentation $374,920 $374,920
#2 - Form 497 - Inaccurate No. of Subscribers Claimed $139,880 $139,880
#3 - Subscriber Files - Duplicate Records $135,850 $135,850
#4 - Support Period - Invalid Dates $35,750 $35,750
#5- Invalid County\Parish $16,120 $16,120
#6 - Subscriber Address - Not in FEMA Designated Areas $1,430 $1,430
Total $703,950 $703,950

Audit Procedures Overview

A. General Procedures
We obtained and reviewed the Beneficiary's Eligible Telecommunications Carrier
(ETC) designation order to ensure the Beneficiary was designated prior to receiving
support.

B. Application Process
We obtained an understanding of the Beneficiary's application process relating to the
Katrina Order and Low Income Support Mechanism rules. The Beneficiary's
subscribers were required to complete a certification form and certify under penalty
of perjury that they were residents of counties designated by the Federal Emergency
Management Agency (FEMA) as eligible for individual assistance, were the head of
their household, and were receiving only one Lifeline support benefit per household.7

To ensure that customers met the eligibility criteria, they were required to produce
government issued identification as well as a copy of the FEMA letter or proof of
payment from FEMA stating that the applicant is eligible for housing assistance
related to Hurricane Katrina with no obligation to repay FEMA for funds received.8

C. Advertising
We obtained and examined the Beneficiary's evidence of advertising to ensure it
publicized the availability of Lifeline and Link Up service in a manner reasonably
designed to reach those likely to qualify for the service.

D. Form 497
We obtained and examined the Beneficiary's Form 497s for accuracy by comparing
the amounts reported against the Beneficiary's data files.

7 Katrina Order at ~ 17.
8Id.
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E. Subscriber Applications
We obtained and examined the Beneficiary's subscriber applications and used
computer assisted auditing techniques to analyze the data files and perform the
following procedures:

• Compared the total number of subscribers to what was reported on the Form
497s.

• Verified whether the data file contains any duplicate subscriber names.
• Verified whether the data file contains blank addresses or business

names/addresses.
• Verified whether subscriber lines were connected prior to October 14, 2005 or

subsequent to June 1, 2006.
• Verified whether the impacted address is in the counties or parishes

designated by FEMA for individual disaster relief.

F. Subscriber Eligibility
We obtained and examined 30,952 Certification Forms to verify the following:

• The Beneficiary required applicants to certify that they were residents of
counties designated by FEMA as eligible for individual assistance, that they
were head of their household, and that they are receiving only one Lifeline
support per household.

• The name on the FEMA documentation matched the application form.
• The Beneficiary obtained appropriate documentation from the subscriber that

confirmed that FEMA determined the subscriber was eligible for individual
disaster housing assistance and that the subscriber did not have any
obligations under FEMA rules to repay the support received.

Our audit findings as well as responses to the findings are included below. We have
evaluated the validity of the Beneficiary's responses to each of our findings. Although
the Beneficiary disagreed with one of our findings (Audit Finding #1), our position on
this matter remains unchanged.

USAC Audit No. LI2008LR003 Page 4 of20



Audit Finding #1
Eligibility - Inadequate Documentation

Criteria
Any person approved for FEMA disaster assistance determined by FEMA to be
eligible for individual assistance relating to the hurricane will be eligible for
temporary federal Lifeline and Link-Up support, on a per household basis.9

[W]e require consumers qualifying for this support to provide documentary evidence
to the ETC serving them to demonstrate that FEMA determined that they were
eligible for disaster housing assistance. Proof ofFEMA's determination of eligibility
for individual housing disaster assistance without repayment obligations is
sufficient. 10

Condition
We examined 30,952 subscriber records to verify that the subscribers met the eligibility
requirements to receive temporary federal Lifeline and Link-Up support. We noted 2,787
records that did not have evidence that the subscriber was eligible for or received disaster
housing assistance. We also noted 97 records where the name on the FEMA housing
documentation did not match the name on the certification.

Cause
The Beneficiary did not ensure that the documentation provided by the subscriber
demonstrated that the subscriber was eligible for disaster housing assistance.

Effect
The monetary effect of this finding is a $374,920 overpayment of support.

Invalid eligibility documentation
FEMA name mismatch
Total inadequate documentation
Support amount
Total overpayment

2,787
97

2,884
x $130

$374,920

Recommendation
We recommend that USAC management recover $374,920 of Katrina Lifeline support.

Beneficiary Response
We agree on 323 files that should be recovered = $41,990.00

We Disagree with 2,948 total files including:
Flood Proof = 39 Files
Other Proof = 161 Files
Personal Property Proof = 2,746 Files

9 Katrina Order at" 17.
10 Id
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Monetary Impact is $383,240.00

When the Hurricane Katrina Emergency Lifeline program was established
by the FCC in October 14,2005, TracFone requested multiple times to the
FCC, FEMA and to USAC clarification on what letters, applications and
forms of support from FEMA would be deemed sufficient to comply with
the requirements of the FCC's Katrina Order. None of those requests
resulted in definitive answers. We even sent a series of applications to
USAC for clarification on whether to accept them without
acknowledgment or any answer.

We were specifically told that proof of a "FEMA Grant" would
be sufficient; we were also specifically told that if we could [provide]
proof of deposit by an applicant of a check issued by FEMA into a bank
account, such deposit documentation would constitute acceptable proof of
the applicant's receipt ofFEMA housing assistance. In fact TracFone was
approved a specific request to use these by the FCC. This is
important because it shows that TracFone was instructed that getting proof
ofFEMA Grant Support was enough; In specific, bank deposits do not
make the distinctions that USAC now is relying upon to justify its efforts
to recover amounts paid as reimbursement. Bank account deposit
records only show "FEMA deposit."

We additionally believe they should be accepted because all approval
letters from FEMA for "Personal Property," "Other" and actually all other
types reflect an amount that is called "Grant Amount." Further, we
believe "Others," Flood Proof and Personal Property should be accepted
because they can directly be traced to Household Occupancy and they are
clearly related to Household related issues. Occupancy is a key term
because FEMA provided support based on Occupancy proof, not
ownership. People could be renting and still qualify for support.

Furthermore, we have researched what FEMA Federal Assistance to
Individuals and Households represents/means and they are considered
under the Robert T. Stafford Disaster Relief and Emergency Assistance
Act as amended and Related Authorities. (FEMA 592). Specifically on
Sec. 408 Federal assistance to Individuals and Households (42 U.S. C.
5174)* Pages 40 to 43.

Personal Property is referred in multiple FEMA paperwork as furniture,
air conditioners, carpets, and other ESSENTIAL living household
property, i.e., expenses clearly related to housing assistance.

Others is clearly state[d] as a chainsaw and a generator, both for use to
clear debris at and provide power to Households.

USAC Audit No. LI2008LR003 Page 6 of20



Flood Insurance proof clearly states that the customer has received
support [from] FEMA and that this new flood Insurance is the next step
after receiving a grant [from] FEMA.

Weare attaching scans to support:
1. Proof of our push to get clarified on what to use as evidence in the

form of FCC approval to use Bank account and checks. (See
Attachment 1)

2. FEMA letter with definition of Occupancy (See Attachment 2)
3. FEMA National Flood Insurance Support letter from IHP were it is

clearly stated that customer has received a previous grant amount for
support damage in their property. (See Attachment 3)

USAC lAD Response
We evaluated the Beneficiary's original verbal response and waived 64 exceptions, which
has been reflected in the condition and effect sections noted above. Therefore, our
position on this matter remains unchanged.

Furthermore, the Beneficiary did not provide documentation to support its claim that the
FCC approved certain types of documentation. Consequently, we cannot and do not
express an opinion on the nature of the guidance the Beneficiary claims it was given.

We accepted all bank account and U.S. Treasury check copies where we were reasonably
confident that the payment was issued for FEMA housing assistance. The Beneficiary
submitted 722 applications with a bank statement or check copy as its FEMA
documentation. USAC lAD took exception to only one of these applications. The one
exception related to a bank statement that showed a $500 deposit with no evidence that it
was from FEMA.

Finally, we have evaluated the Beneficiary's response and our position, that the Personal
Property, Other and Flood Insurance documentation submitted does not represent an
eligible FEMA grant for housing assistance without repayment obligation, remains
unchanged.

USAC Management Response
USAC management concurs with the audit finding. The Commission limited eligibility
for Katrina Lifeline support to persons approved for FEMA disaster housing assistance or
determined by FEMA to be eligible for housing assistance relating to the hurricane. The
Commission could have expanded the eligibility criteria to include, for example, general
FEMA grant assistance, but did not. The Katrina Order states explicitly: "we require
consumers qualifying for this support to provide documentary evidence to the ETC
serving them to demonstrate that FEMA determined they were eligible for individual
disaster housing assistance."] J Therefore, USAC management will recover the support
attributed to this overpayment.

11 Katrina Order at ~ 17.
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Following is the information submitted by the Beneficiary, which is referenced in their
response to this audit finding.

NOV. 16.2005 5:26PM

Attachment 1

FCC CCB 202 418 2825 NO.8SS P.2

Federal Communications Commission
Washington, D.C. 20554

November 16,2005

Mitchell F. Brecher
Gree.o.berg Traurig, LLP
800 Connecticut Avenue. N.W., Suite 500
Washington, D.C. 20006

Dear Mr. Brecher:

The Telecommunications Access Policy Division of the Wirellne Competition Bureau has granted,
pursuant to the Commission's HurricaIU Katrina Order.1 the petition ofTracFone Wireless, Inc.
(IracFone), as amended, for designation as a temporary eligible telecommunications carrier (ETC)
for the purpose of providing Hurricane Katrina Lifeline assislJlIlce." A copy of the Public Notice
announcing the grant is enclosed.

TracFone should contact Pam Gallant, Director of Low Income Programs, Ulliversal Service
Administrative Company (USAC) at 202-176--0200 for assistance in updating its Form 498 and
making any corrections to its Service Provider Identification Number (SPIN) that are necessary.
TracFone will also find the sample letter to submit its Hurricane Katrina support claims as well as
other important infonnation at USAC's website, www.katrina-usf.org.

Please do not hesitate to contact me at 202-418-1548 with any questions regarding this matter.

Sincerely,

~(
Assistant Chief
Telecommunications Access Policy Division
Wireline Competition Bureau

ce. Pam Gallant, USAC
Monica Desai, FCC

1 Federal-State Joint Board 011 Universal Servk:e, CC Docket No. 9645, Ordct, FCC 05-178 (reI. Oct. 14, 2005)
(Hurricl1M Katrina Order).

2 ApplicatiOn ofTracFone Wireless. Inc. for EmergenCy Designation as an Eligible Telecommumcatiol1J carrier to
J?rovide Lifeline Assistance 10 Hurricane Katrina Victims, WC Docket No. 03·109 (filed Nov. 3, 2005); Amendment to
Applicatlon ofTracFone Wireless, Inc. for Emergen")' Designation as an Eligible Telecommunications Carrier to
provide Lifeline Assismnce to Hurricane Katrina Victims. we Docket No. 03-]09 (filed Nov. 14, 200S).
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NOV. 16.2005 5:26PM FCC GGB 202 418 2825 NO. 899 P.3

~) PUBLIC NOTICE
Federal Communications Commission
44512lh St., S.W.
Washington, D.C. 20lS54

_ MediA Irrfarmollo~ aoe 141BoOGOD
Intamet: hap;//www.ke.p

TTY: 1-8lllHl3505322

DAOS·29?6

THE WIRELINE COMPETITION BUREAU ANNOUNCES TIlE DESIGNATION OF A
TEMPORARY ELIGIBLE TELECOMMUNICATIONS CARRIERFOR THE PURPOSE OF

PROVJDlNG THE HORRICANE KATRINA LIFELINE ASSJSI'ANCE

we Docket No. 03·109

ReI_d Date: NOnDIbel' 16,200!

On November 16, 2005, the Telecommunications Access Policy Division of the Wireline
Corilpetition Bureau granted the petitiOll ofTracFOIIe Wireless, Inc., u amended, for designation as 11
remporary eligible telecolll11lW1ications carrier (ETC)I for the purpose ofproviding the HurriClllle Katrina
Lifeline assistance pursUlUlt to lIte Commission's Hurricane KtJrrIna Otdu.2

For further infonnation, contact Mark Seifert, Assistant QUef, Telecommunications Access
Policy Division, WireliJle Competition Bureau lit (202) 418-7400, TIY (202) 418-0484.

J Application of Tr.u::Fone Wirol6$8, lIle. for Bm&gencyDesignation al an IlIIglble Telecommunications Cartier to
Provide Lifeline MslstaJlt:e to HuniC81le Katrina Victims, we Docket No. 03·109 (fikd Nov. 3. 2ooS); Amendment
10 Applleatlon ofTmcFone W"lteless, Inc. for Emergency Designation as an E1ig!b1e 1"e1ecommuDicatiOllll CaIriIll' to
Provide Lifeline Assi$taDce to Hurricsne KaIrlna Victilm, we Doclm1: No. 03-109 (filed Nov. 14. 2005).

1 FederQJoSr01e joint B()Qrd on Universal Service, CC DQcket No. 96-45. Qrdu, FCC 05-178 (rei. Oct. 14, 2(05)
(Hurrictme Kczlrirnl order). .
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NOV. 16. 2005 5:27PM FCC CCB 202 4182825

Beforetbe .
FEDERAL COMMUNICATIONS COMMISSION

Washington, DC 20554

NO. 899 P.4

GRANTED

NOV 1 6 2005

Lifeline and Link-Up

)
)
)
)

------------,----)
we Docket No. 03-109

AMENDMENT TO APPUC4TION OF
TRACFONE WIRELESS,lNC. FOR EMERGENCY DESIGNATION AS

AN ELlGmLE TELECOMMUNICATIONS CARRIER TO PROVIDE LD!'ELINE
ASSISTANCE TO HURRICANE KATRINA VICTIMS

TracFone Wireless, Inc; (TracFone) hereby amends its application for designation as an

EligJ.ole Telecommunications Carrier to provide Lifeline lIllSistance on an emergency basis to '

displaced vicfuns of Hwrioane Katrina who are eligible for such emergency assistance pUl'81lfltlt

to requirements recently establi&hed by the Commission.

The application is amended in the following respects:

1. In the section captioned "Certification with FEMA Documentation" on page S, a

new question b. is inserted following question a.:

b. If you have not received a letter from FEMA as desonDed in question a,
above,' do you have other proof of FEMA approval ofhousing assistance
funds which you are not required to repay. Such other proof Il'lay include
copies ofchecks issued to you byFEMA or deposils to your bank~unt

Questions b, c, and d are how questions c., d., and e. respectively.

2. TracFone will not implement a two-pronged eligibility certification program, as

referenced' on page 4 of its application. Therefore. all references to a two-pronged eligibility

certification progrBll1 are deleted. In this regard, the paragmph beginning at the bottom ofpage 4

and'ending on the ninth line ofpage 5 ofthe application is deleted.
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NOV.iS.2ooS 5:27PM FCC CCB 202 4i8 2B25 NO.899 P.S

3. The section captioned ''CertltIoation Without FEMA Documeo.tation" on pp. 6-7

of1he application is deleted.

R.espectf\Illy submitted,

TRACFONE WIRELESS,INC..

GREENBERG TRAURIG, LLP .
800 CoDnecticut Avenue, NW
SuiteSOO
Washington, D.C. 20006
(202) 331-3100

Its Attorney,

November 11, 2005

2
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~b(~h/~~~b 11:b4

"Attachment 2 ';

Acting Director
emergency i'reparedness ami Respunse

National Processing Service Center

Hyuu,ville. MI) 20782·7055

LA PLACE, LA 70068·3604

Dcll,.•••••

Kathleen B.abineaux Bianco
Governor
St~te ~f L~~tis!?n~

12/1612005

The Federal Emergency Management Agency and the State of Louisiana have completed a review of your
nrrti<:mion fnr ,lisasler assistance as a result of Hunicane Kalrina. An inspection (outside only) was done on you'
~ Tt..~ ; : :li." I:h.-.U1,'1".'1 rlAmn:t" 1n V('l:lr hnmf': :md ~r~'Jm:.~ l}t\.'~-'=i'ty. \V;= ;1" ;(':1'\/"'1 ;r.vc.rnl puhlic recordr.
h!.~~ ~'.'e!'e !!!.!! :!!"'~"! !':' pr 0\11" ,h::ll' ~t'll n"·"p:y.~i Ihc": hmr,l"; at the time of the cli:13~ter,

Occupancy in u home is a requirement for receiving aS$istance for hQusing amI m(n.,t pci'~Oiiil1 propErty. r13MnJ
defines occupancy as where you usually live lind where you were living althe lime of the disaster. If you have
proof thm yOU occupied the home, plea~e suhmitlhis information to FEMA. otherwise we will nol be able to
provide you any di~n5ter a~~islanee. Acceptable documents thll! would prove occupancy lncluue: copy of a valid
driver's license, any fir~t.cJass government mail ~enl to yOli within the lasllhrec mo",h~ allhalllddress, Or recent
ulility hitl~ in your name III thnt nddre!lll

If you dhmp:rcc with thjs decision, )'Oll ht\Ye me f1gnt ~o appeal iu WI hill!; w;i.i.Jin (,0 dCij".1' vf iho:: ~u.~~ ~f ~h;:~ !e~~er.

if r'.'~1 il:l'!''; ~t..)' '.f,.";~t;.~.".'\ .. :,..~,~;: ::;.: ~i':,p~u.: p:;-::;.~::.:;. ~!::::::: -:=.!! ~~? J:P~IJA J.lpl~1i"p.:II I_ROrl_tl?I_PF.MA (3~62)

(heming/speech impaired only catll-800-462-7585). You may nlso visilthe fema.gov websitc and click on the
J"'cqucntly Asked Questions Section.

Sinccrely,

Individuals lind Households Pro~ram Officer

USAC Audit No. LI2008LR003
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Attachment 3

Date: 03131/2006

Nallonal F100d Insurance Program
U.S. Department ofHomeland Securily
P.O. Box 2965
Shawoee Mission, KS 66201·1365

FEMA

To: RENTER
Individuals and Households Program (IHP)/Other Needs Assistance Award Recipient

DISASTER DECLARATION NO. 1603-DR

MAILING ADDRESS

WATERPROOF,LA 71375

ADDRESS OF DAMAGED PROPERTY

The building covered by this policy is located at the above mailing address unle~s otherwise stated below.

NEW ORLEANS, LA 70125

COVERAGE EFFECTIVE: 0112712006 12:01 A.M.
POLICY EXPIRATION: 1012812008 12:01 A.M.

NATIONAL FLOOD INSURANCE PROGRAM

CERTIFICATE OF FLOOD INSURANiiiC.E.G.R.OiliU.P
FLOOD INSURANCE POLICY NO.

Your property is now covered* by a group flood insurance policy from the National Flood Insurance Program
(NFlP). The policy was purchased by the State ofLouisiana with $600.00 added to the amount of assistance given to
you to hel remedy the recent flood damage to our . .
exceeds the maxunum able under the Ind'vidua
be withhel from the amount of the aster assistance given to you.

Some of the important features of the policy are noted in this Certificate of Flood Insurance, but complete terms and
conditions, rights and obligations are covered in the policy form. A copy of the Standard Flood Insurance Policy
(SFlP) Dwelling Form may be obtained from:

National Flood Insurance Program
P.O. Box 2965
Shawnee Mission, KS 66201·1365

*PLEASE NOTE TIfAT CERTAIN PROPERTIES ARE INELIGIBLE FOR FLOOD INSURANCE COVERAGE. YOUR
PROPERTY MAY BE ONE OF THEM. FOR A llSTING OF INELIGIBLE PROPERTIES SEE "LOSSES NOT COVERED"

. AND "COVERAGE EXCLUSIONS" IN TIlE ADDENDUM. PLEASE READ TlIAT SECTION CAREFULLY. WHILE MOST
EXCLUSIONS PERTAIN ONLY TO CERTAIN ITEMS IN TIlE BUILDING, SOME EXCLUSIONS MEAN TlIAT TIlERE
IS NO COVERAGE AT ALL FOR TIlE BUII..DING ITSELF OR ITS CONTENTS. ALSO, FOR RENTERS, CONTENTS IN
BASEMENTS ARE NOT EUGIBLE FOR FLOOD INSURANCE COVERAGE. IF ANY OF 1HE EXCLUSIONS APPLY TO
YOU, YOU SHOULD CONTACT TIlE STAlE SO TlIAT 1HE NFIP CAN BE NOTIFIED. YOUR NAME CAN TIlEN BE
REMOVED FROM TIlE MAS1ER LIST OF GROUP POllCY INSUREDS.

USAC Audit No. LI2008LR003

Insured Copy FD 02 00 (06-98)
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Audit Finding #2
Form 497 - Inaccurate Number of Subscribers Claimed

Criteria
The eligible telecommunications carrier may receive universal service support
reimbursement for each qualifying low-income consumer served. 47 C.F.R. §
54.407(b).

In order to receive universal service support reimbursement, the eligible
telecommunications carrier must keep accurate records of the revenue it forgoes
in providing Lifeline in conformity with § 54.407. 47 C.F.R. § 54.407(c).

Condition
We examined 30,952 subscriber records to verify the accuracy of the total claims filed by
the Beneficiary. We noted 3,041 records that were marked "declined." These were
incomplete files that the Beneficiary never submitted for reimbursement. In addition, we
noted 216 records that were previously denied by USAC as part of the Beneficiary's June
2006 appeal. After adjusting for these invalid records, we noted that the Beneficiary's
subscriber files did not agree to the total number of subscribers reported on the Form 497.
The Beneficiary filed claims for 28,988 Lifeline support packages.

Cause
We were unable to determine the cause of this finding.

Effect
The monetary effect of this finding is a $139,880 overpayment of support.

Subscribers per Form 497
Invalid files per June 2006 appeal
Reimbursed claims

Total records provided
Tracfone "declined" files
Invalid files per June 2006 appeal
Valid subscribers per records

Difference (28,771-27,695)
Support amount
Total overpayment

28,988
(217)

28,771

30,952
(3,041)

(216)
27,695

1,076
x $130

$139,880

Recommendation
We recommend that USAC management recover $139,880 of Katrina Lifeline support.

Beneficiary Response
TracFone agrees with this finding.
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USAC Management Response
USAC management concurs with the audit finding. USAC management will recover the
support attributed to this overpayment.
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Audit Finding #3
Subscriber Files - Duplicate Records

Criteria
We also subject all ETCs receiving this temporary support to potential audit, and
we require all carriers receiving $1 million or more of this support to undergo an
audit or other investigatory review by the Commission's 010 (or the
Administrator working under the oversight of the 010) to verify the accuracy of
all data submitted and that the support was used for intended purposes and to
validate that the eligible telecommunications carrier has not obtained double­
recovery from a single household. 12

Condition
We examined 30,952 subscriber records to verify that the subscribers received only one
Lifeline support package and that the eligible telecommunications carrier did not obtain
double-recovery from a single household. We noted 1,045 transactions where a
subscriber received more than one Lifeline support package (one subscriber obtained 20
packages) and the eligible telecommunications carrier received recovery for multiple
Lifeline support packages from a single household.

Cause
The Beneficiary did not have adequate controls in place to prevent a subscriber from
receiving more than one Lifeline support package.

Effect
The monetary effect of this finding is a $135,850 overpayment of support.

Multiple Lifeline support packages
Support amount
Total overpayment

1,045
x $130

$135,850

Recommendation
We recommend that USAC management recover $135,850 of Katrina Lifeline support.

Beneficiary Response
TracFone agrees with this finding.

USAC Management Response
USAC management concurs with the audit finding. USAC management will recover the
support attributed to this overpayment.

12 Katrina Order at ~ 23.
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Audit Finding #4
Support Period - Invalid Dates

Criteria
Summary ofapplicable time periods and deadlines. Link-Up support funding is
available from the release date of this Order (October 14, 2005) until March 1,
2007. Any eligible application for Link-Up support postmarked by March 1,
2007 will receive the special Link-Up support described above. Wireless Lifeline
support is available from the release date of this Order until March 1,2006. Any
eligible application for support postmarked by March 1,2006 is eligible for the
Wireless Lifeline support described above. 13

Extended Relieffor Federal Lifeline Program. We also find that there is good
cause to extend until June 1,2006 the federal Lifeline Katrina relief. The purpose
of the original relief was to provide some stability and continuity of access to
telecommunications for Hurricane Katrina victims while they were away from
their destroyed homes and transitioning to a more permanent living situation.
Because many of the hurricane victims remain displaced, we find that it is in the
public interest to extend the provision of the federal Lifeline Katrina relief until
June 1, 2006. 14

Condition
We examined 30,952 subscriber records to verify that the subscribers met the deadlines to
receive temporary federal Lifeline and Link-Up support. We noted 58 undated
applications, 130 applications dated prior to the Katrina Order release date and 87
applications dated after the June 1,2006 deadline.

Cause
The Beneficiary did not ensure that the subscriber applications were timely and properly
completed.

Effect
The monetary effect of this finding is a $35,750 overpayment of support.

Applications with blank or invalid dates
Support amount
Total overpayment

275
x $130

$35,750

Recommendation
We recommend that USAC management recover $35,750 of Katrina Lifeline support.

13 Katrina Order at ~ 16.
14 In the Matter ofFederal-State Joint Board on Universal Service, 21 FCC Red 2803, FCC 06-123, ~ 14
(2006) (Katrina Extension Order).
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Beneficiary Response
TracFone agrees with this finding.

USAC Management Response
USAC management concurs with the audit finding. USAC management will recover the
support attributed to this overpayment.
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Audit Finding #5
Certification - Inadequate Documentation

Criteria
[W]e require applicants for the temporary Lifeline support pursuant to this Order
to certify that they were residents of counties that are designated by FEMA as
eligible for individual assistance, that they are head of their household, and that
they are receiving one Lifeline special support package. 15

Condition
We examined 30,952 subscriber records to verify that the subscribers certified that they
were residents of counties that are designated by FEMA as eligible for individual
assistance, that they are the head of their household, and that they are receiving one
Lifeline special support package. We noted 124 unsigned applications.

Cause
The Beneficiary did not ensure that the subscriber applications were properly completed.

Effect
The monetary effect of this finding is a $16,120 overpayment support.

Unsigned applications
Support amount
Total overpayment

124
x $130

$16,120

Recommendation
We recommend that USAC management recover $16,120 of Katrina Lifeline support.

Beneficiary Response
TracFone agrees with this finding.

USAC Management Response
USAC management concurs with the audit finding. USAC management will recover the
support attributed to this overpayment.

15 Katrina Order at ~ 23.
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Audit Finding #6
Subscriber Address - Not in FEMA Designated Areas

Criteria
By Hurricane Katrina disaster area, we mean those counties and parishes
designated by FEMA as eligible for individual disaster assistance. 16

Condition
We examined 30,952 subscriber records to verify that the subscribers resided in the
counties or parishes designated by FEMA. We noted II subscribers whose impacted
addresses were blank.

Cause
The Beneficiary did not ensure that the subscriber applications were properly completed.

Effect
The monetary effect of this finding is a $1,430 overpayment of support.

Applications with blank addresses
Support amount
Total overpayment

11
x $130
$1,430

Recommendation
We recommend that USAC management recover $1,430 of Katrina Lifeline support.

Beneficiary Response
TracFone agrees with this finding.

USAC Management Response
USAC management concurs with the audit finding. USAC management will recover the
support attributed to this overpayment.

This concludes the results of our audit. Certain information may have been omitted from
this report concerning communications with USAC management or other officials and/or
details about internal operating processes or investigations. This report is intended solely
for the use of USAC and the FCC and should not be used by those who have not agreed
to the procedures and taken responsibility for the sufficiency of those procedures for their
purposes. However, this report is a matter of public record and its distribution is not
limited.

cc: Mr. D. Scott Barash, USAC Acting Chief Executive Officer
Mr. David Capozzi, USAC Acting General Counsel

16 Katrina Order at ~ 2 n.3.
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Brecher, Mitchell (Shld-DC-TeICom)

From:
Sent:
To:
Cc:
Subject:

JOAN, BRANDON:

Bill Robertson [BiII.Robertson@LA.GOV]
Tuesday, March 21, 2006 5:23 PM
Joan Holley
Brandon Frey
Katrina cellphone brochures

FEMA help please. Please forward this message or supply me with a name and
number of, a FEMA person who could describe how one of the wireless carriers
participating in the Katrina lifeline free-cellphone program could
distribute brochures at FEMA evacuee centers. One of the carriers is under
the impression FEMA is permitting the carriers to do this but they don't
know who to contact.

Thanks,
BR

1



Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, DC 20554

In the Matter of

Request for Review by TracFone
Wireless, Inc. of Decision of
Universal Service Administrator

)
)
)
)
)

CC Docket No. 96-45
WC Docket No. 03-109

AFFIDAVIT OF JAVIER ROSADO

I am Javier Rosado. My position is Senior Vice President, Lifeline Services, TracFone

Wireless, Inc. My business address is 9700 NW 112th Avenue, Miami, Florida 33178.

I am responsible for implementation of TracFone's Lifeline programs as an Eligible

Telecommunications Carrier. During 2005 and 2006, I was responsible for TracFone's provision

of emergency Lifeline services to victims of Hurricane Katrina, pursuant to the special Katrina

Lifeline program established by the Federal Communications Commission.

I have read the Request of TracFone Wireless, Inc. for Review of Decision of Universal

Service Administrator, to which this affidavit is attached. All information contained therein is

true and correct based upon knowledge and belief.

Javier Rosado

Subscribed and swo
Me, a licensed notar lie, i
The State of Floriq.a, County
Miami-Dade, this[;,.J;bIay of March
2010

My commission expires:

~~Y~1l
",••••••••'<'" CYNniIA ANN JACOBS

* ...~ * MY COMMISSION' DO 898679
..~... EXI'IRES: Augusl27, 2013
~OFF'O" Bonded T1iru Budget NotaIy S8Mces



CERTIFICATE OF SERVICE

I, Raymond Lee, hereby certify that on this 8th of March 2010, caused a copy of the foregoing
Request of TracFone Wireless, Inc. for Review of Decision of Universal Service Administrator
to be hand-delivered to:

Universal Service Administrative Company
Attn: David Capozzi, Acting General Counsel
2000 L Street, NW
Suite 200
Washington, DC 20036


