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REPLY COMMENTS OF SMITH BAGLEY, INC.

On May 21, 2014, Smith Bagley, Inc. (“SBI”) filed a Petition for Partial Waiver 

(“Petition”) of the Commission’s final Biennial Audit Plan (“Audit Plan”) released April 2, 

2014.1 The Audit Plan requires an independent auditor to “randomly select one month during 

the audit period and three states or territories where the ETC is designated.”2 SBI is the only 

Lifeline provider subject to the biennial audit requirement that operates in exactly three states, 

and as a result, would be the only multi-state operator to be required to have 100% of its 

operations audited.3 Because of the disproportionately large burden this represents for SBI as a 

small business, the Petition requested a limited waiver such that the independent auditor would 

be instructed to select one of SBI’s two largest states in terms of Lifeline and Link Up 

reimbursements.

1 Wireline Competition Bureau Announces Release of Final Lifeline Biennial Audit Plan, DA 14-450, rel. April 2, 
2014, Attachment 3, Biennial Audit Plan, Universal Service Fund – Lifeline Program, General Standard Procedures 
for Biennial Independent Audits Required Under the Lifeline Reform Order, for the Period January 1 through 
December 31 (“Audit Procedures”).
2 Audit Procedures at ¶ 23.
3 No carrier to be audited operates in only two states. See Petition at p. 5 n.20.
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Grant of the Petition would be entirely consistent with the underlying purpose of the rule 

– namely, to review a sample of a Lifeline ETC’s operations to assess an ETC’s overall 

compliance with the Lifeline program’s requirements.4 Further, grant of the Petition would

ensure that the rule would not impose an inequitable and unduly burdensome requirement upon 

SBI.

Comments on the Petition were due on July 25, 2014 and reply comments were due on 

August 11, 2014.5 No comments or oppositions were filed on July 25, and the pleading cycle is 

now closed.

SBI urges the FCC to act expeditiously to grant its Petition. SBI is now preparing for the 

audit process, and it needs certainty regarding the scope of the audit that it must undertake.

Grant of the partial waiver will fulfill the underlying purpose of the rule. In SBI’s case, 

the “one size fits all” sample size of three states clearly does not fit. Without a waiver, SBI will 

be the only multistate Lifeline provider required to have 100% of its operations audited.  The 

sample size proposed in the Petition would be entirely consistent with the underlying purpose of 

the rule, and with the sample size of other audited Lifeline ETCs. Auditing one of SBI’s two 

largest states will clearly meet the Commission’s stated objective of determining whether SBI

“has procedures in place to limit Lifeline to qualifying low income consumers and ensure that 

Lifeline service is limited to a single subscription per household.”6

4 In the Matter of Lifeline and Link Up Reform et al., Report and Order and Further Notice of Proposed Rulemaking, 
27 FCC Rcd 6656, 6782 (¶292) (2012) (“Lifeline Reform Order”).
5 Public Notice, Wireline Competition Bureau Seeks Comment on Smith Bagley, Inc. Petition for Partial Waiver, 
DA 14-882, rel. June 25, 2014.
6 Lifeline Reform Order at 6782 (¶291).
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Respectfully submitted,

Smith Bagley, Inc.

David A. LaFuria
Steven M. Chernoff
Robert S. Koppel

LUKAS, NACE, GUTIERREZ & SACHS, LLP
8300 Greensboro Drive, Suite 1200
McLean, VA 22102
(703) 584-8669

Its Attorneys

August 11, 2014
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