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I. INTRODUCTION AND BACKGROUND 1 

A. Witness Identification 2 

Q. Please state your name, address and position. 3 

A. My name is Scott Rubins.  My business address is Geneseo Telephone Company, 4 

111 East 1st Street, Geneseo, Illinois 61254.  I am the President and CEO of 5 

Geneseo Telephone Company (“Geneseo”) and Cambridge Telephone Company 6 

(“Cambridge”), and the General Manager of Henry County Telephone Company 7 

(“Henry County”) (collectively “GCHC”). 8 

Q. Please describe the companies you work for. 9 

A. Geneseo, Cambridge and Henry County each are incumbent local exchange 10 

carriers (“ILECs”) that provide telecommunications services to service territories 11 

located in western Illinois.  Geneseo serves approximately 5,931 access lines.  12 

Cambridge serves approximately 1,199 access lines.  Henry County serves 13 

approximately 1,116 access lines.   Large portions of these companies’ service 14 

territories and the customers they serve are located in rural areas.  GCHC  15 

currently receives $204,689 of the approximately $9.9 million Illinois Universal 16 

Service Fund. (“IUSF”)  GCHC serves approximately 10% of the rural access 17 

lines eligible for funding. 18 

B. Purpose of Testimony 19 

Q. What is the purpose of your testimony? 20 

A. My testimony will focus on the need for the Illinois Commerce Commission (“the 21 

Commission”) to examine and expand the group of services that should be Illinois 22 

supported communications services for which IUSF support is provided.  My 23 
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testimony also will address what the affordable rate for the services to be included 24 

should be and the economic costs for GCHC of providing those services.  Finally, 25 

my testimony will discuss the level of IUSF support GCHC should receive for the 26 

services added to the list of Illinois supported communications services. 27 

C. Summary of Conclusions 28 

Q. Please summarize the conclusions of your direct testimony. 29 

A. Based on the telecommunications needs, technologies and available services that 30 

have developed since the IUSF was established nearly ten years ago, the list of 31 

Illinois supported communications services should be expanded to include the 32 

following services: 33 

   10. Access to Broadband Services 34 

 Furthermore, the Commission should adopt the actual cost basis for deployment 35 

as the Economic Cost for Access to Broadband Services, subject to a maximum of 36 

$185.52 per year per access line or $1,200,000, whichever is lower (IUSF CAP)  37 

pursuant to Section 13-301(d) of the Public Utilities Act.  Furthermore, in order to 38 

control the fund size, a company requesting funds under this proposal should be 39 

eligible for funds either at their current level or the newly calculated per line 40 

amount, but not both.       41 

 D. Itemized Attachments to Direct Testimony 42 

Q. Are you sponsoring any exhibits with your direct testimony? 43 

A. Yes, GCHC Exhibit No. 1.1 shows the details of how the IUSF would be 44 

impacted if Access to Broadband Service is added as an Illinois supported 45 

communications service for all eligible carriers, the Commission accepts an 46 
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affordable rate of $15.46 per line per month for Access to Broadband Service, 47 

approves the actual costs as the Economic Cost, and the IUSF CAP is 48 

implemented.  GCHC Ex. No. 1.1 demonstrates that if each of these occurs, the 49 

IUSF Fund will increase by no more that $5.76 million1, creating an overall IUSF 50 

of no more than $15.687 million.  The number could be substantially less based 51 

on individual company plans and updated December 31, 2010 access line counts. 52 

This number is less than that proposed by the Illinois Independent Telephone 53 

Association in ICC Docket No. 11-0211 and its First Amended Petition.   54 

 E. Background and Experience 55 

Q. Please describe your educational and business experience. 56 

A. I hold a Bachelor of Science in Accounting from the University of Akron.  I am 57 

currently a non practicing Certified Public Accountant (CPA) and a member of 58 

the American Institute of Certified Accountants. I have been employed in the 59 

telecommunications business since 1986. I began my career as a rotational 60 

employee at the National Exchange Carrier Association before returning to 61 

ALLTEL Corporation (now Windstream, Inc.) in 1990. I held various jobs at 62 

ALLTEL and concluded my career as Staff Manager in 1997.  From 1997 to 1999, 63 

I worked as a Consultant for GVNW Consulting, Inc. producing detailed costs 64 

studies for many of the small rural telephone companies in the State of Illinois. In 65 

1999, I accepted the job of General Manager of Geneseo Telephone Company and 66 

                     
1
 GCHC used 98% of the access line counts as of December 31, 2009, which are the 

numbers available in the Illinois Independent Telephone Association Exhibit 3 data filed 
in ICC Docket No. 11-0211.  It is expected that this number will decrease when data as of 
December 31, 2010 is used. 
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in 2002 was named President & CEO, the title I maintain today. I also serve as 67 

President & CEO of Cambridge Telephone Company and General Manager of 68 

Henry County Telephone Company.  I served as Board Chairman of the Illinois 69 

Independent Telephone Association (“IITA”) from 2001-2007 and on the Board 70 

of Directors until 2010, Board Chairman of the Illinois Telecommunications 71 

Association (“ITA”) from 2009-2011, Board Member of the Illinois Small 72 

Company Exchange Carrier Association (“ISCECA”) from 2001-2010 and on 73 

numerous civic and community Boards including the Chamber of Commerce, 74 

Junior Achievement and Big Brothers, Big Sisters of the Mississippi Valley. I am 75 

responsible for all the daily activities of Geneseo, Cambridge and Henry County 76 

Telephone Companies  77 

II. ADDITIONAL SERVICES FOR WHICH UNIVERSAL SERVICE 78 
SUPPORT SHOULD BE PROVIDED 79 

Q. Please describe why you are seeking a review and updating of the list of 80 

services supported by the IUSF? 81 

A. The Illinois Public Utilities Act requires that the Commission, from time to time, 82 

review and update the list of supported services to account for changes in 83 

technology and the needs of Illinois telecommunications customers.  220 ILCS 84 

5/13-301(2)(a).  No update to the services supported by the IUSF has occurred for 85 

the almost ten years since the IUSF was established.  These services are contained 86 

in Part 45.101 of the FCC's Rules and include: 87 
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1. Voice grade access to the public switched network 88 
2. Local usage 89 
3. Dual tone multi-frequency signaling or its equivalent 90 
4. Single-party service or its functional equivalent 91 
5. Access to emergency services 92 
6. Access to operator services 93 
7. Access to interexchange service 94 
8. Access to directory assistance 95 
9. Toll control services for qualifying low-income consumers 96 

During the last decade, dramatic changes have occurred in the 97 

telecommunications industry in terms of technology and the needs of the 98 

customers.  According to a March 2011 Springfield State Journal-Register article, 99 

Broadband connections in Illinois exceed landline telephone connections and both 100 

greatly lag behind wireless connections. The telecommunication needs and 101 

demands of customers have clearly shifted away from traditional land line voice 102 

grade access to other means of communications, including wireless substitution, 103 

alternative voice providers, VOIP providers and video cable operators.  Local 104 

Usage has been bundled with interexchange service in unlimited calling plans. 105 

Service offerings other than single party service with dual tone multi-frequency 106 

(touch tone), as well as customer demand for directory assistance and operator 107 

services, are almost nonexistent.  Almost all of these migrations are accomplished 108 

through technology advancements in Access to Broadband Services.  Simply 109 

stated, the old single party, touch tone telephone is no longer the technology that 110 

customers use for their communication needs.   111 

Based upon the Commission’s current list of supported services and rules 112 

surrounding the use of IUSF funding, however, IUSF cannot be spent on Access 113 

to Broadband Services.  This means that in the past decade, Illinois customers 114 
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have paid over $100 million in monthly surcharges for services they no longer use 115 

or desire.  116 

Q. Please state the specific services that should be added by the Commission to 117 

the existing list of Illinois communications services for which IUSF support is 118 

provided.  119 

A. I propose to maintain the current nine services listed above and add an 10th item, 120 

 which would read: 121 

10. Access to Broadband Services  122 

Q, Can you define what is included in “Access to Broadband Services”? 123 

A. Yes.  This category includes all equipment and services necessary to provide or 124 

 that is related to the transmission component of Broadband services, to include, at 125 

 a minimum, all such services and equipment related thereto deemed to be a 126 

 “telecommunications service” under Title II of the Communications Act of 1934 127 

 by the Federal Communications Commission. 128 

III. AFFORDABLE RATE FOR ACCESS TO BROADBAND SERVICES 129 

Q. What is the “affordable rate” that the Commission should establish for  130 

Access to Broadband Services? 131 

A. In ICC Docket Nos. 00-0233 and 00-0335, the Commission established an 132 

affordable rate of $20.39 per month for the nine basic supported services outlined 133 

above.  GCHC does not propose any change to this affordable rate for those nine 134 

services. However, I note that GCHC’s average basic local service rate is $17.67, 135 

which is lower than the affordable rate, and lower than most rural telephone 136 

companies in Illinois.  At this rate, GCHC customers are content with the nine 137 
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supported services.  GCHC’s ongoing cost to continue to offer these services has 138 

decreased dramatically over the last 10 years, as the cost of updates and 139 

maintenance for equipment to support these nine supported services are 140 

decreasing.  As an example of the decrease in cost of the original nine supported 141 

services, in 2001 GCHC paid over $1.2 million for a Nortel DMS-100 switch to 142 

service its entire customer base.  In 2011, GCHC purchased a new switch to 143 

replace the DMS-100 switch for less than half of that price.  GCHC serves 144 

customers that no longer have or request any of the nine supported services, or 145 

customers who choose to have only a few of the nine services. 146 

 If the Commission wants to revisit the affordable rate for the current nine 147 

supported services, GCHC does not object.  GCHC will continue to charge a rate 148 

that is value driven for the nine supported services their customers are receiving, 149 

whether that is lower, higher or equal to the current affordable rate for these nine 150 

supported services.  151 

With respect to Access to Broadband Services, GCHC proposes that the 152 

Commission set an affordable rate equal to .33% of the median Illinois household 153 

income ($56,230 per 2008 Census data)2, or $15.46 per line per month to support 154 

Access to Broadband Services.   A survey released by the FCC in February 20103 155 

found that 35% of Americans, or over 107 million people based on 2009 156 

population estimates, did not have access to Broadband.  Of those persons, 36% 157 

                     
2
 See http://quickfacts.census.gov/qfd/states/17000.html 

3  Broadband Adoption and Use in America (Feb. 2010), available at:  
    http://hraunfoss.fcc.gov/edocs_public/attachmatch/DOC-296442A1.pdf  
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(equal to 37.6 million people) stated that cost was the reason they did not have 158 

access to Broadband.  In 2008, the federal poverty income level for a family of 159 

four was $21,200.4  This is 37.7 % of the $56,230 median Illinois household 160 

income in 2008.  According to the FCC’s survey, the average monthly cost for 161 

access to Broadband was about $41.00.  37.7% of the $41.00 average monthly 162 

cost for access to Broadband is $15.46.  Accordingly, to equalize the impact of 163 

the cost for Access to Broadband Services on an average family at the poverty 164 

level to that of a household with a median level of income, the affordable rate for 165 

Access to Broadband Services should be set at $15.46.5 166 

Further, in order to protect the size of the IUSF fund from growing out of control, 167 

GCGH proposes that all IUSF allocated to Access to Broadband Service be 168 

capped at an amount equal to the affordable rate, or $15.46 per month per access 169 

line.  Thus, the affordable rate of $15.46 plus a capped amount of $15.46 in IUSF 170 

would equate to $30.92.  The actual amount of IUSF a company would be eligible 171 

for on an annual basis would be based on their specific economic costs described 172 

below (i.e. the cost of the equipment, installation and labor) in that year that 173 

exceeds the affordable rate.  Should the company elect not to install, upgrade, or 174 

improved Access to Broadband Services in a given year, then they would not be 175 

eligible in that year.  Should a company’s investment not exceed the affordable 176 

rate of $15.46 per line per month in a given year, then that company would 177 

                     
4 See http://aspe.hhs.gov/poverty/08poverty.shtml  
5
 This conclusion is further supported by findings in the FCC’s survey that virtually all 

non-adopters of broadband would be willing to pay a rate in the range of $10 to $20 per 
month for broadband.  See Broadband Adoption and Use in America at 5-6. 
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receive no IUSF funding for Access to Broadband Services in that year, either.  178 

Should a company’s investment be more than this affordable rate, then the 179 

company’s receipt of IUSF funding for Access to Broadband Services would be 180 

capped at $15.46 per line per month.  Any amount not claimed in a particular year 181 

will go to reduce the surcharge on customers’ bills in following years.    182 

IV. ECONOMIC COSTS FOR PROVIDING ACCESS TO BROADBAND 183 
SERVICES IN EXCESS OF THE AFFORDABLE RATE  184 

Q. Please describe the economic costs for Geneseo, Cambridge and Henry 185 

County of providing these additional Illinois supported telecommunications 186 

services. 187 

A. GCHC proposes a simple and straight forward methodology to develop the 188 

economic costs of providing Access to Broadband Service.  This method is to use 189 

actual invoiced costs.  GCHC recognizes that a company’s choice on placement 190 

of equipment, vendor selection, installation methods and network operations 191 

different dramatically from one company to another.  Under the GCHC plan, this 192 

would be irrelevant.  All economic costs recoverable through GCHC’s proposal 193 

would be defined as actual invoiced costs, the only true non-disputable economic 194 

cost.  195 

Q. Why does your economic cost model not rely on the rate of return analysis 196 

that traditionally has been used for determining levels of IUSF support? 197 

A. Rate of Return is not a requirement nor is it necessary under Section 13-301 of the 198 

PUA.  Rate of Return is currently designed to recover all operating expenses, 199 

including non cash depreciation expense, federal, state, local and property taxes, 200 
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uncollectables, a non supportable cash working capital calculation and a return on 201 

investment, or profit.  While I was Chairman of the IITA, I developed, in 202 

cooperation with Commission Staff, the formula by which the IUSF was 203 

calculated in 2000 (i.e., Schedule 1.01).  The schedule was developed in order to 204 

satisfy parties’ desire for a “needs based” test.  Under the current formula, there is 205 

thus no direct link between the actual economic costs of the nine supported 206 

services and the amount of IUSF that individual companies receive today.  207 

Depending upon how an individual company performed in the year 2000, that 208 

company either qualified for IUSF support or it did not regardless of the 209 

economic costs of the supported services.  Therefore, the IUSF support paid out in 210 

years 2001 through 2010 was based on the needs of those companies receiving 211 

funding in 2000.  212 

Furthermore, under a rate of return analysis, there is absolutely no incentive for 213 

any company to operate its business on an efficient basis.  A rate of return 214 

analysis allows for complete and 100% recovery of expense, taxes and return on 215 

investment (11.25%), regardless of how a company’s operations are run.   216 

Finally, under the current IUSF and the Schedule 1.01 formula approach, 217 

increases in Federal Universal Service Support, which is intended to support the 218 

same nine supported services as IUSF, are not taken into account.  In my opinion, 219 

Rate of Return entitlement is the core reason why federal universal service funds 220 

have skyrocketed over the years.   221 
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Q. Based on your affordable rate and economic cost analysis, what are your 222 

conclusions concerning IUSF support for Access to Broadband Services? 223 

A.  With respect to Access to Broadband Services, the Commission should modify 224 

the IUSF to provide funding to the GCHC companies by the amount their 225 

economic costs, as measured by their actual invoiced costs, of providing Access 226 

to Broadband Services exceeds the affordable rate of $15.46 per access line per 227 

month, up to the cap amount discussed above.  Accordingly, the Commission 228 

should order IUSF funding for Access to Broadband Services of up to $1,100,139 229 

(5,931 * 12 * $15.46) for Geneseo Telephone Company,  $222,438 (1,199 * 12 * 230 

$15.46) for Cambridge Telephone Company and $207,040 (1,116 * 12 * $15.46) 231 

for Henry County Telephone Company.  The actual amount of funding GCHC 232 

will be able to draw would be subject to the company’s ability to produce actual 233 

invoices (i.e., economic costs) for capital, installation and improvement costs for 234 

its direct deployment of Access to Broadband Services above the affordable rate, 235 

up to the cap.  236 

Q. Should GCHC be eligible for funding under GCHC’s new proposal in 237 

addition to the current funding of $204,689 under the old funding method? 238 

A. No, GCHC’s plan calls for a company to be able to choose either the old IUSF 239 

amount or the new capped amount. GCHC desires to invest in Access to 240 

Broadband Services, but other companies may elect to continue to invest only in 241 

the original nine supported services.  Although GCHC would prefer that all 242 

companies go to the new funding calculation, this provision is being placed into 243 

GCHC’s plan in order to provide some flexibility for carriers’ investment 244 
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decisions.   245 

Q. How should this funding be provided for? 246 

A. There are at least two alternatives.  The first is for the Commission to order that 247 

the administrator of the IUSF collect additional funds from all local exchange and 248 

interexchange telecommunications carriers certificated in Illinois on a 249 

competitively neutral and nondiscriminatory basis in an amount equal to the 250 

support requirements set forth above.  This would add approximately $0.038 per 251 

month per customer, or less than $0.50 per customer per year.  The second 252 

alternative would be for the Commission to reallocate existing IUSF funds in an 253 

amount equal to the support requirements for GCHC under this plan as set forth 254 

above.  This would maintain the fund size at the same level and reduce current 255 

IUSF funding for other participants. 256 

 Further, a third alternative may be to establish a means by which GCHC, or all 257 

Illinois carriers could choose how to use current funding and/or added funding for 258 

Access to Broadband Services, subject to the cap, to fund all services under a 259 

stipulation process, similar to that sought by the Illinois Independent Telephone 260 

Association (“IITA”) in ICC Docket No. 11-0281.  A proposal for this alternative 261 

may be presented in rebuttal testimony, if such is possible, after reviewing the 262 

data and information presented regarding the IITA’s and stipulating parties’ 263 

proposal presented in their direct testimony. 264 

Q. Is there any other point about GCHC’s proposal you wish to make? 265 

A. Yes, Congress and the President of the United States passed the American 266 

Reinvestment and Recovery Act of 2009.  As part of this legislation, $7.2 billion 267 
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was set aside to provide improved Access to Broadband Services across the 268 

country.  Illinois received $350 million.  However, no funds were received for the 269 

areas GCHC serve, nor those of many of the other small rural companies in 270 

Illinois.  In addition, the State of Illinois committed $50 million in matching funds 271 

for every program that received Federal funds.  The program was designed to be a 272 

partnership between Federal, State and private industry and was highly successful.  273 

However, $7.2 billion was not nearly enough to cover the entire United States so 274 

some areas were left out, including eleven western Illinois counties.  GCHC 275 

serves one of those counties (Henry County).  GCHC was hopeful that a 276 

partnership would develop in its area so it could afford to provide Access to 277 

Broadband Services to its rural customers.  To date, however, no partnership has 278 

materialized and it does not appear that any will.  GCHC is requesting a change in 279 

Supported Services now in order to align the IUSF with the goals that the United 280 

States Congress, the State of Illinois and the President of the United States have 281 

acknowledged to be critical to making our country strong and competitive in the 282 

21st century. 283 

V. ACCESS CHARGE MIRRORING 284 

Q. Do you have a position as to the proposal contained in the stipulation filed by 285 

the Illinois Independent Telephone Association in ICC Docket No. 11-0281 to 286 

mirror ILEC intrastate switched access charge rates to interstate switched 287 

access tariffs and rates? 288 

A. Yes.  Geneseo, Cambridge and Henry County have no opposition to the concept 289 

of mirroring access charges.  However, such a proposal should only be adopted as 290 
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part of a complete review and updating of the IUSF, including the addition of 291 

Access to Broadband Services to the Illinois supported telecommunications 292 

services as set forth in my above testimony.  Simply providing for the mirroring 293 

of access charges into the current IUSF fund without adjustment to the Supported 294 

Services will only go to increase surcharges on customer’s bills to pay for service 295 

in declining demand and not provide any funding for Access to Broadband 296 

Services.   297 

 All funding for Supported Services should be collected from all local exchange 298 

and interexchange telecommunications carriers certificated in Illinois on a 299 

competitively neutral and nondiscriminatory basis, or a reallocation of otherwise 300 

existing IUSF resources.  All carriers should pay at least a minimum amount, 301 

which is not the case today.  302 

 Further, the Commission should order a competitive bidding process in order to 303 

ensure administrative costs are kept at the lowest level available.  Currently, and 304 

since the IUSF’s inception, GVNW Consulting, Inc. has been awarded the 305 

administrative duties of managing the pool and no competitive bidding process 306 

has been performed.   307 

Q. Does this conclude your testimony? 308 

A. Yes, it does. 309 


