Lifeline Should be Administered by an Independent Entity

Although the Federal Communications Commission has made changes to Lifeline-- the government benefit program that provides discounts on monthly telephone service for eligible low-income consumers-- the corporation overseeing the program has troubling conflicts of interest that incentivize it to maintain a large number of subscribers.  In addition, the carriers, that are the corporation’s members, have a direct, financial interest in increasing their Lifeline-subsidized customers.

Lifeline: Lifeline ensures low-income consumers have the opportunities and security that telephone service affords, including being able to connect to jobs, family, and 911 services.   Lifeline provides discounts -- averaging $9.25 per month or more depending on the state -- on monthly telephone service (wireline or wireless) for eligible consumers.  The Bush Administration expanded the program to include wireless phones in 2008.   

Funding:  Lifeline is supported by the federal Universal Service Fund (USF) funded by telecommunications service providers based on a percentage of their end-user telecommunications revenues.  

Administration:  The Universal Service Administrative Company (USAC) is a not-for-profit corporation that supports and administrators USF and four USF-funded programs including Lifeline.  However, USAC is a subsidiary of the National Exchange Carrier Association (NECA), comprised of more than 1,300 local telephone companies, or "exchange carriers." The NECA has an indirect, material financial interest in maximizing the number of Lifeline-subsidized customers.

A serious conflict of interest arises because USAC makes the eligibility determinations for the Lifeline prove and NECA’s members benefit from having additional Lifeline service subscribers.  
 
Recent Reforms: In 2012, the Federal Communications Commission implemented reforms to the Lifeline Program.  These reforms improved the screening of Lifeline-subsidized customers to reduce payments to ineligible customers. As a result, Lifeline disbursements have declined steadily from $185.1 million in December 2012 to $143.7 million in March of this year and there has been a steady decline of subscribers from the peak of 18.2 million in August, 2012 to 13.2 million in April, 2013.   The FCC is using a small portion of the saving for a demonstration expanding Lifeline to broadband service.  

Pending Legislation: 
· The “Stop Taxpayer Funded Cell Phones Act” (HR 176) would prohibit the Lifeline program from providing commercial mobile communications service, limiting the program to landlines only. 
· Introduced by Rep. Tim Griffin (R-AR-2), member of the House Ways and Means Committee, Subcommittee on Human Resources
· 47 cosponsors, (all Republicans)
· The “Broadband Adoption Act (HR 1685) would allow eligible consumers to choose how they would like their Lifeline support- whether for broadband, mobile, basic telephone services or a bundle of these services. 
· Introduced by Rep. Doris Matsui (D-CA-6), member of House Energy and Commerce Committee, Subcommittee on Communications and Technology 
· 10 cosponsors (all Democrats, including Committee Ranking member Henry Waxman (D-CA-33)
Proposed Conflict of Interest Language: 
Conflicted Organizations Barred from Collecting and Administering Universal Service Funds
To ensure there is no incentive to enroll ineligible beneficiaries, the entity administering the Lifeline program must meet the following conditions with respect to the collection of the USF and administration of the Lifeline program:
(1) The collection and administering entity is independent of and has no direct or material, indirect financial interest in any entity that is a provider of telephone or broadband services. 
(2) No person who is an owner, employee, consultant, or has a contract with the collection and administering entity has been excluded from participation in or debarred by any Federal agency.
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