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REQUEST NO. IITA 2.09: 
 
On lines 219-221 of his Direct Testimony, Mr. Rubins states that rate of return regulation is 
" ... the core reason why federal universal service funds have skyrocketed over the years."  
 

(a) Please provide all data that Mr. Rubins relied on 1) to conclude that federal  
universal service funds have "skyrocketed" over the years; and  2) that rate of return 
regulation is the core reason for that result.  
 
(b) Provide all reports, source documents, calculations, schedules, etc. detailing 
increases in federal universal service funding over the last 10 years by type of 
recipient (rate of return carriers, price cap carriers, CLECs, wireless carriers, etc.) 
and by element of federal universal service, in support of your opinion that "Rate Of 
Return entitlement is the core reason why federal universal service funds have 
skyrocketed over the years." 

 
 
RESPONSE: 
 
(a)(1) - As summarized in GCH IITA 2.09 Attachment 01, in 10 years (using 1st Quarter 
2001 to 1st Quarter 2011), Federal Universal Service quarterly payments have increased 
by $771M, or $3.084B on an annual basis. This equates to an increase of 94%. In Illinois, 
Federal Universal Service payments have increased by $9.2M, or $36.9M on an annual 
basis. This equates to an increase of 95%.  Although the 26 IITA members make up a 
small fraction of the customers served, they account for over 40% of the increase in the 
State of Illinois, and in absolute numbers, over $15M over a ten year period.  
 
(a)(2) - Under rate of return regulation, cost companies receive a return of their investment, 
all operating expenses, including federal & state taxes paid on earnings.  Thus, as 
operating expenses are added to cost companies, these companies recover these 
expense, and in some cases, more than 100% of the expense depending upon the 
category of expense. Thus, with a system in place that ensures recovery, cost companies 
have little incentive to reduce costs. A major element (Federal High Cost Loop) of the 
Federal High Cost program is developed using a rate of return application. The entire 
Illinois USF is a rate of return application.  
 
  
(b) – In addition to its General Objections, GCH objects to this portion of the data request 
on the grounds that the data is not readily available in the format requested.  However, 
because GCH is familiar with Illinois companies’ classification (Cellular, rate of return, 
CLEC etc...), Illinois and nationwide information for 1st Quarter 2001 through 1st Qtr 2011, 
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Dated:  July 8, 2011 

 
as well as a summary, is displayed in the attached GCH IITA 2.09 Attach 01.  It should be 
noted that several CLEC’s and cellular companies are affiliates of IITA members.   
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GCH IITA 2.09 Attach 01

Summary of Federal Universal Service Funding

1st Qtr 2001 - 1st Qtr 2011

1st Qtr 2001 1st Qtr 2011 Difference

Non Rural Total 58.80                278.00               219.20         110%

Rural Total 412.39              974.23               561.84         91%

CLEC's 9.94                  n/a n/a n/a

     Total 481.13              1,252.23            771.10         94%

Rural - 26 IITA Members 4.30                  8.16                   3.86             60%

CLECS n/a 0.02                   0.02             n/a

Cellular n/a 4.90                   4.90             n/a

Illinois Non Rural 3.25                  1.57                   (1.68)            -65%

Illinois Rural Other 2.20                  4.33                   2.13             51%

     Total Illinois 9.75                  18.98                 9.23             95%

Note A - 2 of the 3 CLEC's are affiliates of IITA members

Note B - 2 of the 4 Cellular Properties are affiliates of IITA members

In Millions
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