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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

 2 

A. My name is Richard Wolfe.  My business address is 600 Galleria Parkway, Suite 3 

1100, Atlanta, Georgia 30339. 4 

 5 

Q. WHAT IS YOUR EMPLOYMENT AND POSITION? 6 

 7 

A. I am the Senior Director of Regulatory Affairs for the Central Division of 8 

Comcast Cable.  The Central Division consists of 12 states, including Illinois. 9 

 10 

Q. ON WHOSE BEHALF ARE YOU OFFERING TESTIMONY? 11 

 12 

A. I am testifying on behalf of the Cable Television and Communications 13 

Association of Illinois (“CT&C”).  CT&C is a trade association representing 14 

video, voice, and broadband service providers, including certified 15 

telecommunications carriers that provide local exchange and interexchange 16 

services within the State of Illinois.  Comcast is a member of CT&C.  I would 17 

note that the position submitted by CT&C does not include the CT&C members 18 

that are also members or affiliates of members of the Illinois Independent 19 

Telephone Association (“IITA”).  These CT&C members include Moultrie 20 

Telecommunications, Inc., Madison Communications, Inc., Adams Telcom, Inc., 21 

HomeTel Entertainment, Inc., and Cass Cable TV, Inc./Greene County Partners, 22 

Inc.  23 

 24 
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Q. WHAT ARE THE CT&C MEMBERS’ INTERESTS IN THESE 25 

PROCEEDINGS? 26 

 27 

A. CT&C members are affected in a couple of ways.  They collect and remit 28 

universal service fund fees from subscribers.  Our members are also subject to the 29 

payment of intrastate access fees charged by the local exchange carriers 30 

represented in these petitions when terminating traffic on their facilities. 31 

 32 

Q: CT&C WAS NOT ORIGINALLY A PARTY TO THIS DOCKET BUT 33 

FILED ITS PETITION FOR LEAVE TO INTERVENE ON APRIL 16, 34 

2012.  WHY HAS CT&C CHOSEN TO INTERVENE AT THIS LATE 35 

DATE? 36 

 37 

A: CT&C has been actively monitoring this docket from its inception.  38 

Notwithstanding CT&C’s views about, or analysis of the docket progress prior to 39 

the issuance of the Federal Communications Commission’s (“FCC”) USF/ICC 40 

Transformation Order (“CAF Order”), the CAF Order materially changed the 41 

subsidy funding and intercarrier compensation landscape for all providers and, not 42 

surprisingly, brought into sharp focus the need for CT&C to now actively 43 

participate.  The IITA unopposed Motion to Vacate the original procedural 44 

schedule, and the subsequent hearing of January 24, 2012, has afforded 45 

intervenors, including CT&C, the opportunity to put their views into the record 46 

before the Illinois Commerce Commission (“Commission”) regarding the 47 

appropriate application of the Illinois Universal Service Fund (“IUSF”) in 48 

consideration of the CAF Order. 49 
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 50 

Q: WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 51 

 52 

A: I will respond to the Supplemental Direct testimony filed by parties on or about 53 

March 23, 2012.   CT&C members are contributors to the Section 13-301(1)(d) 54 

IUSF.  CT&C is therefore interested in ensuring that the IUSF is administered in 55 

the most efficient and competitively-neutral manner as possible. 56 

 57 

By way of explanatory preface, however, my testimony will first touch upon the 58 

cable industry’s policy views regarding subsidy funding generally, and how those 59 

views should inform this docket and the Commission’s consideration of same.   I 60 

will cite to just a few documents published by the cable industry’s national trade 61 

association, the National Cable and Telecommunications Association (“NCTA”), 62 

and explain how they set forth policy objectives this Commission should 63 

recognize.  These policy objectives are aligned with the Direct Testimonies filed 64 

by Staff witnesses Jeffrey H. Hoagg, Mary H. Everson, and Dr. James Zolnierek 65 

on August 30, 2011. 66 

 67 

Q: WHAT IS CT&C’s POSITION ON UNIVERSAL SERVICE, AND 68 

SUBSIDY FUNDING GENERALLY? 69 

 70 

A: The cable industry has long supported the goals and policies of universal service.
1
 71 

Since initiating its own proposal to make the federal USF fund more efficient, 72 

                                                           
1
  Rick Cimerman Testimony before the House Energy and Commerce Committee on Universal 

Service: What are We Subsidizing and Why? Part 1: The High-Cost Fund  June 21, 2006. 
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accountable (and potentially accessible for broadband support)
2
, the cable 73 

industry strongly supports efforts by federal regulators and policymakers to 74 

reform existing rural telecommunications subsidies to free up billions of dollars 75 

that can be used to extend broadband to unserved communities.
3
 76 

 77 

Q:  AND WHAT IS CT&C’S POSITION ON INTERCARRIER 78 

COMPENSATION AND, MORE SPECIFICALLY, THE ACCESS 79 

RESTRUCTURING ELEMENT PROPOSED IN THIS DOCKET? 80 

 81 

A: By virtue of a long and storied history which I will not recount here, intercarrier 82 

compensation has served, simultaneously, as a stand alone and implicit subsidy 83 

mechanism (where rates charged to other, often competing, carriers are priced far 84 

above related costs), and as a supplement to other, more explicit subsidy funding.   85 

 86 

The cable industry has consistently opposed these implicit subsidies which 87 

resulted in intrastate access charge rates being assessed at several multiples of 88 

their jurisdictionally interstate counterparts.  This has been intellectually and 89 

fiscally frustrating because no one, to my knowledge, has ever tried to maintain 90 

that the actual underlying costs between the two differed in any meaningful way.   91 

                                                           
2
  NCTA filed its Petition for Rulemaking before the FCC on November 5, 2009.  It proposed 

procedures to reduce the amount of universal service support provided to carriers in those areas of 

the country where there is extensive, unsubsidized facilities-based voice competition and where 

government subsidies no longer are needed to ensure that service will be made available to 

consumers. The FCC’s high-cost support mechanisms have been premised on the assumption that 

a particular location would not have affordable service available but for the support provided by 

the program. But in markets with extensive facilities-based competition, that assumption no longer 

holds true. The presence of one or more unsubsidized wireline competitors generally should be 

sufficient to ensure that consumers will have access to reasonably priced service even if 

government subsidies are reduced or eliminated. 
 
3
  NCTA Comments before the FCC filed February 9, 2012, urging the FCC to reject requests for 

reconsideration and move forward with implementation of its CAF Order. 
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 92 

CT&C supports bringing access charges to parity.  It is simply rational.  However, 93 

CT&C has often mitigated that support by vigorously opposing any scheme that 94 

provides a dollar for dollar recovery of lost revenue incurred in achieving parity.   95 

 96 

The proposed access restructuring element – or however the same result is 97 

characterized during this docket – would negatively affect CT&C members by 98 

reducing intrastate switched access rates by subsidizing the reduction through a 99 

revenue-shifting-preservation plan that has no rational basis or policy 100 

justification.  This is all the more true since the issuance of the FCC’s CAF Order, 101 

wherein the FCC has provided direction for local exchange carriers (“LECs”) who 102 

seek – but, importantly, are not guaranteed – recovery of lost revenues. 103 

 104 

Q: THE FCC HAS ADDRESSED TERMINATING ACCESS RATES AND 105 

THE RECOVERY OF LOST REVENUES AS A RESULT OF ITS 106 

ACTIONS.  DO YOU BELIEVE IT NECESSARY FOR ORIGINATING 107 

ACCESS RATES AND REVENUES TO BE ADDRESSED IN THIS 108 

DOCKET? 109 

 110 

A: I do not. 111 

 112 

Q: WHY? 113 

 114 

A: Two reasons.  First, originating access is simply not a matter of urgency in the 115 

same way that terminating access has been.  Terminating access rates have 116 
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contained far more in implicit subsidy, primarily because the choices for 117 

terminating a call to an intended recipient are virtually nil.  There is no pressing 118 

need to align originating access rates with their interstate counterparts and even 119 

the FCC has, for the time being, held off doing so.  If the FCC perceives no 120 

urgency and since, as CT&C believes, the FCC’s approach thus far has been well 121 

reasoned, my recommendation would be to do nothing unless and until the FCC 122 

acts.  123 

 124 

 The second reason comes back to the ‘access restructuring element’ being 125 

proposed.  It is a construct that the cable industry has encountered in other states, 126 

and in every case its sole purpose is to protect and maintain revenue streams that 127 

have proven to be both subsidy-laden (and thus highly susceptible to more 128 

efficient competitive entry) and subject to technological substitution. 129 

 130 

The record herein reflects that access revenues have been eroding, naturally, for 131 

years.  But the IITA, and others, sought to guarantee past revenue streams going 132 

forward by performing their original calculations using 2009 intrastate switched 133 

access rates and 2008 switched access minutes.  Why?  Because 2009 minutes 134 

reflected substantial natural erosion compared to 2008.  Staff witness Zolnierek 135 

observed this in his direct testimony and calculated the difference (or, more 136 

accurately, the reinstatement of losses) to be in excess of $5 million dollars.  (ICC 137 

Staff Ex. 3.0, p. 19.) 138 

 139 

Both Dr. Zolnierek and Mr. Hoagg dismissed the very notion of using subsidy 140 

funding to replace access revenue losses.  Dr. Zolnierek correctly recommends 141 
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that the Commission “simply reject the IITA’s proposal to subsidize intrastate 142 

switched access services.”  (ICC Staff Ex. 3.0, p. 20.)  This holds true equally for 143 

terminating and originating access.  IITA witness Mr. Robert C. Schoonmaker’s 144 

proposal to “reflect the reduction in originating intrastate access rates to interstate 145 

levels…” (IITA Ex. 3.0, p. 8) is not supportable either (a) as a matter of 146 

demonstrated need or (b) as a matter of sound policy.  It is what it appears to be, a 147 

last ditch effort to insulate and insure an intercarrier compensation revenue stream 148 

before the FCC has the chance to rationalize it.  149 

 150 

This is particularly the case when, pursuant to the CAF Order, incumbent LECs 151 

are permitted to charge a monthly Access Recovery Charge (“ARC”) to partially 152 

offset the decline in intercarrier compensation revenue due to intercarrier 153 

compensation reform and reduction of intrastate terminating switched access 154 

rates.  The CAF Order also creates the Connect America Fund (“CAF”) to 155 

provide additional support to incumbent LECs for any otherwise-eligible revenue 156 

not recovered by the ARC.  In addition, if an incumbent LEC believes it needs 157 

additional support, it may petition the FCC and “demonstrate a need” for such 158 

support by a showing of credible evidence such as a rate case or other evidentiary 159 

hearing.
4
    160 

 161 

DO YOU AGREE WITH MR. SCHOONMAKER’S 162 

CHARACTERIZATION OF THE FCC’S RECOVERY MECHANISM? 163 

 164 

                                                           
4
 CAF Order, ¶¶ 924-27. 
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A: Only in part.  Mr. Schoonmaker states that “[t]erminating access rates will be 165 

subject to reductions pursuant to the FCC Order and recovery of lost access 166 

revenues as a result of the Order will partially be made through the Recovery 167 

Mechanism the FCC has adopted for rate-of-return companies.”  (IITA Ex. 3.0, p. 168 

6.) 169 

 170 

Mr. Schoonmaker appears to be limiting his statement of fact to only those facets 171 

of the FCC’s recovery mechanism that are characterized by the FCC as 172 

“standard.”  He neglects to mention that the FCC has also provided an additional 173 

opportunity for any carrier to challenge the sufficiency of the revenue recovery 174 

afforded by its standard recovery mechanism. 
5
 175 

 176 

It is important to note that in providing that path to additional recovery, the FCC 177 

specifically declined to adopt a revenue-neutral approach for its standard recovery 178 

mechanism.   179 

 180 

In explaining their decision the FCC stated: “We establish a rebuttable 181 

presumption that the reforms adopted in this Order, including the recovery of 182 

Eligible Recovery from the ARC and CAF, allow incumbent LECs to earn a 183 

reasonable return on their investment.  We establish a ‘Total Cost and Earnings 184 

Review,’ through which a carrier may petition the [FCC] to rebut this 185 

presumption and request additional support.  We identify below certain factors in 186 

addition to switched access costs and revenues that may affect our analysis of 187 

                                                           
5
 CAF Order beginning at para 944.   
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requests for additional support, including: (1) other revenues derived from 188 

regulated services provided over the local network, such as special access; (2) 189 

productivity gains; (3) incumbent LEC [intercarrier compensation] expense 190 

reductions and other cost savings; and (4) other services provided over the local 191 

network.
6
  Particularly given these factors, it is our predictive judgment that the 192 

limited recovery permitted will be more than sufficient to provide carriers 193 

reasonable recovery for regulated services, both as a matter of the constitutional 194 

obligations underlying our rate regulation and as a policy matter of providing a 195 

measured transition away from incumbent LECs’ historical reliance on 196 

intercarrier compensation revenues to recovery that better reflects today’s 197 

marketplace.  Nonetheless, we also adopt a Total Cost and Earnings Review to 198 

allow individual carriers to demonstrate that this rebuttable presumption is 199 

incorrect and that additional recovery is needed to prevent a taking”  (emphasis 200 

added).   201 

 202 

Q: WHY IS THE DISTINCTION YOU DRAW IMPORTANT? 203 

 204 

A: It is less of a distinction than it is a more complete recitation of the FCC’s broad 205 

view considerations when it developed its CAF Order.  The FCC understood that 206 

there could be outliers, or other factors that might inadvertently threaten universal 207 

service goals in a given circumstance, but it also firmly established that a 208 

comprehensive review was warranted for these.  Lacking that complete recitation, 209 

the Commission might be left with the (inaccurate) impression that carriers will 210 

be harmed during transition.   211 

                                                           
6
 CAF Order Footnote 1835 
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 212 

 This is also important because, as Staff witness Hoagg notes, “the IUSF is a 213 

‘residual’ fund, which by statute must first account for all sources of federal 214 

funding…”  (ICC Staff Ex. 1.0, p. 17.)  “All sources” must necessarily be 215 

interpreted as all sources available, not just those sources that funding applicants 216 

choose to pursue.  CT&C believes the FCC’s Total Cost and Earnings Review is 217 

the most appropriate model to adopt if a question of insufficiency is raised.  The 218 

Commission would be well served to adopt a similar stance when contemplating 219 

the efficiency and overall administration of the IUSF. 220 

 221 

Q: IS THERE ANYTHING FURTHER YOU WISH TO ADD? 222 

 223 

A: One final thought to sum up CT&C’s fundamental concern, and again I will cite 224 

to Staff witnesses to underscore the logical alignment I alluded to previously.  Mr. 225 

Hoagg, on page 17 of his direct testimony, states “[i]t is true that IITA’s own 226 

case…shows there is no need now for significant expansion of basic IUSF 227 

support.”  (ICC Staff Ex. 1.0, p. 17.)   228 

 229 

 Dr. Zolnierek, at page 21, expands on this by stating “With the elimination of 230 

[intrastate switched access] subsidies, the Commission could then evaluate basic 231 

IUSF need in an environment without intrastate switched access cross subsidies.”  232 

He further observes that “[t]he Commission would need to reduce the Form 23 A 233 

intrastate switched access revenues contained in the Schedule 1.01 analyses so 234 

they reflect expected intrastate switched access revenues (after rates are reduced 235 

to their interstate levels).”  (ICC Staff Ex. 3.0, p. 21.) 236 
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 237 

 In both instances the linchpin is defined as ‘need.’  This is also the philosophical 238 

foundation for CT&C’s position on subsidies.  The cable industry has refined this 239 

foundation in many filings and believes ‘need’ is harder, if not impossible, to 240 

establish wherever a competing, facilities-based provider is in the market.  That 241 

refinement may lie beyond the immediate scope of this docket but the concept has 242 

been embraced by the FCC. 243 

 244 

Mr. Hoagg’s and Dr. Zolnierek’s observations were all accurate, appropriate, and 245 

supported by the record evidence prior to the issuance of the FCC’s CAF Order.  246 

The FCC has now taken terminating switched access completely out of the IUSF 247 

equation.  Mr. Schoonmaker recognizes this and, deftly adjusting to this change, 248 

now recommends that nearly $3 million of purported lost revenues associated 249 

with originating access (IITA Ex. 3.3) be added to the IUSF (IITA Ex. 3.0, p. 8), 250 

albeit now in the manner recommended by Dr. Zolnierek above. 251 

 252 

As I mentioned previously, there is no justification yet for bringing intrastate 253 

originating access rates down to interstate levels.  No urgency exists, and the FCC 254 

has yet to address the matter substantively. Recent experience with terminating 255 

access suggests, however, that the FCC will eventually consider any potential   256 

revenue loss in a similarly efficient manner.  CT&C recommends that the 257 

Commission reject this latest attempt to prematurely saddle Illinois consumers 258 

with a costly and unnecessary burden.  259 

 260 

Q: DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 261 
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 262 

A: Yes. 263 

 264 


