COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN INQUIRY INTO THE STATE )
UNIVERSAL SERVICE FUND ) CASE NO. 2016-00059

)

THE RLECs’, ETC-CLECs’, and non-ETC CLECs
COMMENTS PURSUANT TO MAY 20, 2019 ORDER

The RLECS. ETC-CLECS?® and non-ETC CLECs (collectively, the “Exchange
Carriers”) by counsel and pursuant to the Commmssiday 20, 2019 order (“Order”) in the
above-captioned matter, respectfully provide thbowang comments regarding the specific
Lifeline service issues outlined in the Order.

As the landline telephone providers primarily $egv Kentucky’'s rural areas, the
Exchange Carriers believe they provide a uniquegeative regarding landline Lifeline services
in rural areas of Kentucky, especially for thosdeline customers without a broadband
connection. The Exchange Carriers appreciate thenndssion’s attentiveness to these
customers and the Commission’s desire to protagstteners that rely upon landline Lifeline
service from increasing rates due to a decreaseiléinthte elimination of federal subsidies for
voice-only (primarily landline) Lifeline servicé 'Furthermore, the Exchange Carriers applaud

the Commission’s prior decision (now stayed) tot@cbthese citizens by increasing the support
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for landline Lifeline service to a maximum of $7,5Ghich the Exchange Carriers believe is an
important safeguard against the threat that ctitenadline Lifeline services may be otherwise
effectively regulated out of existence by the fedlgovernment.

The decrease in the number of landline Lifelinet@wers and the corresponding decline
in support sought from the KUSF since the Commissiayed its March 10, 2017 Order, has
prompted the Commission to seek further commeritthé core of this inquiry appears to be the
policy question of whether landline Lifeline asarste continues to serve a public good that the
Commonwealth should support, notwithstanding thiefal government’s decision to ultimately
shift financial support to broadband services. RI€CSs, in particular, are carriers-of-last-
resort for many of the most rural and economicaligllenged parts of the Commonwealth.
Consequently, they and their CLEC affiliates sed anderstand the ongoing demand for
landline-only services among certain groups of @mustrs, despite prevailing national or even
state trends.

There are still significant groups of Lifeline costers who either do not want or need
broadband services. As the Commission previoustogeized, 56% of landline Lifeline
customers are over the age of°6Bi the Exchange Carriers’ experience, the vasoritgjof
these elderly customers are living on a fixed inepand many do not subscribe to broadband
services. Thus, for these customers, Lifeline supp® essential to affording the basic
communications services necessary to contact emeygeervices, make doctor’'s appointments,
and keep in touch with family. The ultimate elintioa of federal USF support of landline
voice-only services will have a significant impast these customers, unless the Commission

acts to protect them.

®|d. at 1;see also In the Matter of: An Inquiry Into the State Universal Service Fund, Case No. 2016-00059, March
10, 2017 Order, at 10 (the “March 10, 2017 Order”).
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The Exchange Carriers are pleased to hear abeuintproved financial health of the
KUSF. It suggests that remedial measures to cofmdnadl have been helpful in forestalling the
biggest historical drain on the system. That eftould continue. But, it also suggests that the
Commission should monitor trends and consider waresome increase in the present support
for landline-only Lifeline may eventually be wartad. If these trends continue, the Commission
may find that it has an opportunity to not onlyaratthe low cost financial health of the KUSF,
but to address the needs of its landline subseriléio lack the desire or the need for a
broadband service and continue to receive cruaahectivity to their communities from their
landline Lifeline service.

The first impact of the FCC'’s step down in voicg@sort will occur on December 1, 2019
when the federal support of voice services wilkéguced by $2.00, with two annual reductions
of the same amount occurring until December 1, 20&ien all support for voice services will
cease. Absent Commission action, the only suppmritHese voice-only subscribers will be
limited to the $3.50 in KUSF support.

Given the step-down removal of federal support l@mdline-only Lifeline, if the
Commission lifts the stay on the portion of its Blarl0, 2017 Order increasing KUSF support
commensurate with the decrease in federal suppbd, Commission could ensure the
Commonwealth’s landline Lifeline customers withcautbroadband connection do not lose
critical support, and the Commission would have s@dditional time to monitor how demand
against the KUSF trends over that same period befssuing additional orders in this
proceeding. If a declining demand frees additiaeaburces, then there may be a “zero sum”

solution that requires no action other than a mcation of the KUSF support amount to protect



this limited (and decreasing) subset of Lifelinstomers. If other questions remain (and absent
an unanticipated increase in demands on the KUB&y,could still be addressed at that time.

Accordingly, the Exchange Carriers believe the @uwssion should lift the stay of the
portion of its March 10, 2017 Order increasing dSF support “commensurate with the
federal support decrease cent for cent from theeotir$3.50 until KUSF support reaches a
maximum of $7.50,” which will ensure that the landline-only Lifeliristomers are able to
continue to afford vital communications servicegelathe first decrease in federal support for
voice-only services on December 1, 2019 and w#balllow the Commission to continue to
monitor the demand against KUSF trends to determihether additional increases in KUSF
support are necessary to mitigate the effects deseresupport from the federal USF will have on
Kentucky’s landline-only Lifeline customers.

1. The FCC's elimination of the “rate floor” will h ave a positive impact on the price of
landline Lifeline service.

The Exchange Carriers expect that the eliminatibrthe “rate floor” will positively
impact the cost of landline Lifeline service, espkyg for landline Lifeline customers in
Kentucky’s rural areas, because it will not reqainy further federally-mandated increase in the
cost of landline service. The FCC’s “rate floor” svaeavily influenced by competitive rates in
urban areas, which it had found to be higher thatesr in rural areas. While most of the
Exchange Carriers attempted to offset the impathisfincrease through expanded local calling
areas and the inclusion of additional featuresriany of their customers, the “rate floor” often
led to increased costs for landline Lifeline custosnin rural areas of Kentucky. Accordingly,
the Exchange Carriers believe the elimination @& tate floor” on landline Lifeline services

will benefit Lifeline-eligible customers in ruralaps of Kentucky because it will allow the
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Exchange Carriers to forgo the federally mandatedeases that have driven rates increasingly
higher.

However, the Exchange Carriers also note thaFt€’s elimination of the “rate floor”
on landline Lifeline service may soon be a moot sideration because, unless the FCC
reconsiders its decision to phase out voice-onppsett, the federal USF support will only be
available on broadband services. Thus, going fawand assuming the Commission does not
make any additional changes to the KUSF, many ia@adlifeline customers may only receive
the current credit from the KUSF, which would nollyf offset the loss of federal funding and,
consequently, drive the effective price of landuaéce-only service up for such customers. And
while it is possible that the customer could ultiela switch from voice-only to broadband
service, it would be surprising for the Exchangeri@es to see their current Lifeline customers
switch in large numbers to broadband service, gittem percentages of current Lifeline
customers who have no broadband service at all.

2. Numerous Factors, Including Changes to LifelineEligibility Verification, Have
Likely Contributed to the Decline in the Number ofLandline Lifeline Customers.

While there are likely many factors that have dbnted to the decline in the number of
landline Lifeline customers, and the Exchange €esrcannot determine with certainty what has
contributed to that decline, the Exchange Carrieeieve the following factors may have
contributed to this trend:

a. As a general market trend, there is a decrgagemand for traditional landline
telephone service as many customers have trareititmwireless-only or broadband-IP phone

products.



b. Lifeline providers have generally sought a Enmulti-state ETC designation
from the FCC and are foregoing state certificateord eligibility to draw from the KUSF,
focusing instead on broadband services.

b. Broadband-only services (without a bundledilae telephone) are increasingly
available to customers in rural areas. Many custeraee taking advantage of these plans and
subsequently removing their traditional landlinkepéone.

C. The FCC has altered the eligibility requirensefar participation in the Lifeline
program, including by removing Low-Income Home HjyeAssistance Program (LIHEAP); the
National School Lunch Program’s free lunch progr@SLP); and the Temporary Assistance
for Needy Families (TANF) as qualifications forgehility to participate in the Lifeline program.
This has led to a decreased number of Lifelinetsigcitizens, as many of the Exchange
Carriers’ customers only qualified for the Lifelipgogram as a result of their participation in
one of these programs. Indeed, many of the Exch@ageers’ customers only qualified for the
Lifeline program due to participation in the NSL&% many schools in the Exchange Carriers’
service areas offer free lunch for all students.

d. Since the implementation of standardized \eaifon of Lifeline eligibility
through the Universal Service Administrative CompédtSAC”), rather than local verification,
the Exchange Carriers have seen a lower respotesameong their Lifeline customers, which
has resulted in many customers failing to qualiby Lifeline support. Based on feedback
provided by potential Lifeline-eligible customethe Exchange Carriers believe it is possible
many Lifeline eligible customers have been intingdiaby the enhanced USAC recertification
process, including the transition to the Lifelinatidnal Eligibility Verifier, which has led to

them failing to submit the required information doding their Lifeline eligibility. Furthermore,



the Lifeline National Eligibility Verifier, whichs primarily an online service, has, anecdotally,

proven difficult for the Exchange Carriers to swssfally navigate and nearly impossible for

potential subscribers to navigate, as it requiteh ustomers to scan and upload documents —
capabilities non-existent to most of these custemer

e. Moreover, a more focused effort from USAC osweimg all Lifeline customers
are eligible to participate in the program hasttechany Lifeline customers being removed from
the program as they were deemed ineligible to @petie primarily due to duplicate credits per
household, in contravention of the regulations gowg the Lifeline program. While many of
the customers receiving multiple federal credikelyy chose to keep the credit on wireless or
broadband services and declined a credit on thadline, others were forced to remain with a
competing Lifeline provider due to the “minimum ntlogs of service” requirement (aka “port
freeze”) in effect until March 2018.

Based on the general market trend toward customnansitioning to wireless-only or
broadband-IP voice products, the Exchange Carbielisve it is likely that the Commission can
expect a continuation of the declining trend in ti@mber of traditional landline Lifeline
customers, although likely not as rapid as the medecline. Despite the likely continued
decline, the Exchange Carriers believe the Comomsshould continue to provide support to
landline Lifeline customers, many of whom are digardividuals living on fixed incomes and
who do not have wireless or broadband services.

3. Many of the Same Factors Contributing to the Ddme in the Number of Landline
Lifeline Customers Have Likely Contributed to the Decline in Requests for Payment
from the KUSF.

The Exchange Carriers believe the factors idettiin response to Request for Comment

No. 2 are likely also contributing to the declimerequests for payments from the KUSF. Simply



put: (1) there is a general decrease in demanihraltine telephone access; (2) fewer customers

are eligible for Lifeline support as a result ofeat FCC modifications to the Lifeline program;

and (3) more customers are moving to broadband-senyices. All of these factors have likely
contributed to fewer requests for payments fromkb&F.

Furthermore, the Exchange Carriers believe thigtttend has been intensified by the
FCC’s and the Commission’s recent efforts to disage Lifeline service providers from
engaging in business practices that can lead ttormess fraudulently or incorrectly being
provided Lifeline benefits. This enhanced focusedactual program eligibility has also likely
contributed to the decline in requests for payméots the KUSF.

4. In Addition to Considering Expanding KUSF Suppot to Voice-Only Wireline and
Wireless Offerings, the Exchange Carriers Believene Commission Should Consider
Further Increasing KUSF Support for Voice-Only Wireline Customers that Do Not
Have a Broadband Connection.

Due to the apparent success of the fraud mitigagffiorts implemented by the
Commission and the FCC, if the Commission determthat the KUSF should continue to only
be available for voice-only Lifeline offerings, titexchange Carriers have no objection to the
support being provided to wireline and wirelessceebnly products. However, the Exchange
Carriers emphasize that the Commission should bedfodi that any such expansion not
undermine a broader concern for helping offset ¢kentual elimination of federal Lifeline
assistance for the primarily elderly and rural Kekians who receive voice-only services.

As the Commission has recognized throughout thiegqeding, the FCC is phasing out
federal support for voice-only services and onlgvting federal USF support for broadband
services. Unless reevaluated by the FCC, fedemgdati for voice-only services will drop by

$2.00 on December 1, 2019 and December 1, 2020fealedal support for voice-only services

will be eliminated entirely on December 1, 2021u3hto get full federal USF support moving



forward, a voice-only Lifeline subscriber will ne¢al purchase a qualifying broadband product
and hope that the broadband product, including ewaitequipment may be required, coupled
with a separately purchased voice service, willvighe the voice functionality the subscriber
wishes at a rate lower than a voice-only connection

As the Commission noted, “the overwhelming majoafyKentucky Lifeline customers
subscribe to voice® To continue being provided federal USF supportntideky’s Lifeline
voice-only customers will be forced to enroll immre expensive broadband product or lose all
federal support. In the Exchange Carriers’ expegemany of those affected are likely to be
elderly citizens living on a fixed income or thosiizens with the most limited resources.
Indeed, the Commission’s March 10, 2017 Order rezagl that 56% of landline Lifeline
customers are over the age of 65 and these “génelder customers . . . will be adversely
affected by FCC actior””"For many of these reasons, the Commission’s nayest March 10,
2017 Order appropriately ordered that the “KUSFpsup for landline Lifeline will increase
commensurate with the federal support decreasecemtafor cent basis, until the KUSF support
reaches a maximum of $7.58.”

Due to the expected age and limited resourceseskthifeline subscribers, the Exchange
Carriers believe it is unlikely they will enroll ian often more expensive, eligible broadband
product in order to continue receiving the full deal USF support. Based upon the recent
decline in KUSF reimbursement requests, the Exaha@ariers believe the Commission may
have an opportunity to further fulfill the goals thfe KUSF by providing stronger support to
landline Lifeline customers without a broadbandremstion by directly filling the entire void left

by the reduction in federal USF support for thaieems.

8 Order, at 3.
® March 10, 2017 Order, at 8.
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Based upon a representative sampling of the Exeh@agriers’ Lifeline customers as of
June 2019, approximately 33% of the Exchange Carrigfeline customers subscribe to voice-
only landline service and do not have a broadbamthection. Indeed, in some instances, as
many as 50% of individual carriers’ Lifeline custers subscribe to voice-only landline service
and do not have a broadband connection. The Exeh@agiers believe that the vast majority of
these Lifeline customers receiving traditional \Wre, voice-only services are elderly members
of the Exchange Carriers’ service areas who deperttieir telephone line to communicate with
friends and family, schedule necessary doctor'sompments, and contact emergency services,
when necessary. Voice-only landline services cometito play a vital role in the lives and safety
of these customers. Unless the FCC reevaluatgwids orders, these Lifeline customers will
soon start to lose necessary support from the d&deogram.

While, if the stay is lifted, the KUSF’s prior ondevould minimize this impact by
increasing support on a cent for cent basis up a®d the Exchange Carriers believe the
Commission should continue monitoring demands enKSF and (if appropriate) consider
exploring the possibility of providing additionaligoort to offset the oncoming elimination of
federal support for voice-only services by 2021.mAany of the Exchange Carriers’ Lifeline
customers without broadband services live on adfixeome, the loss of federal support above
the maximum amount of $7.50 from the KUSF couldehawmegative impact on these citizens’
ability to afford the “opportunit[y] and securitigat phone service brings, including being able to
connect to jobs, family and emergency services,iclvhis the main goal of the Lifeline

program**

1 Lifeline Program for Low-Income Consumer$itps:/www.fcc.gov/general/lifeline-program-loweiome-
consumerglast visited June 10, 2019) (“Since 1985, theslifie program has provided a discount on phondcserv
for qualifying low-income consumers to ensure thAtAmericans have the opportunities and secutigit phone
service brings, including being able to connegbtis, family and emergency services.”).
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The Commission’s prior Orders in this proceedinggast that demand on the KUSF has
decreased and that the KUSF is sufficiently fundeg@resent. With federal support for voice-
only Lifeline service scheduled to sunset in 2aGR&, Commission has an opportunity to fill that
void. Reduced demands on the KUSF may allow foreiased contributions to offset the loss of
federal funding for voice-only Lifeline service. in8larly, the Commission’s ongoing
monitoring of demand trends on the KUSF will helpsare that support levels and KUSF
charges are appropriately metered to the changingstape of telecommunications and the
inevitable evolution of customer service requiretaaver time. The Exchange Carriers believe
that lifting the stay of the portion of the Marc@, 2017 Order increasing the KUSF support to a
maximum of $7.50, commensurate with the decreasthénamount of federal support, and
continuing to monitor the trends among Lifeline tonsers is a prudent decision to offset the
impending reduction in federal funding for voicehorLifeline customers. Otherwise, the
neediest of the customers in the Exchange Carrggpl/ice areas may lose access to vital
telephone services.

This the 19th day of June, 2019.

Respectfully submitted,

/sl Edward T. Depp

John E. Selent

Edward T. Depp

R. Brooks Herrick
DINSMORE & SHOHL LLP
101 S. Fifth St., Suite 2500
Louisville, KY 40202

(502) 540-2300

(502) 585-2207 (fax)
john.selent@dinsmore.com

tip.depp@dinsmore.com
brooks.herrick@dinsmore.com

Counsel to the Exchange Carriers
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Certification

| hereby certify that the electronic version ofstliling made with the Commission on
June 19, 2019, is a true and accurate copy ofabardent filed herewith in paper form, and the
electronic version of the filing has been transeditto the Commission. A copy of these
comments have been served electronically on aligsaof record for whom an e-mail address is
given in the online Service List for this proceaglimnd there are currently no parties that the
Commission has excused from participation by ebedtrmeans.

/s/ Edward T. Depp
Counsel to the Exchange Carriers
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