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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”).  I will refer to all three companies collectively as “GCHC”. 8 

Q. Are you the same Scott Rubins that filed direct testimony in these 9 

consolidated dockets? 10 

A. Yes. 11 

 B. Purpose of Testimony 12 

Q. What is the purpose of your testimony? 13 

A. My testimony is in response to Supplemental Direct Testimony and Rebuttal 14 

Testimony to Staff and Interveners filed by the Illinois Independent Telephone 15 

Association (“IITA”), certain IITA members and AT&T Illinois (“AT&T”).  16 

While a substantial amount of supplemental direct and rebuttal testimony  has 17 

been submitted in these consolidated dockets, this round of my testimony will 18 

focus on the following three areas.  First, rebuttal to the testimony of AT& T 19 

witness James E. Stidham, Jr., and IITA witness Robert C. Schoonmaker that 20 

demonstrates that the order the FCC issued in America Fund et al., WC Dos.11-42 21 

et al., FCC 11-161 (released Nov 18, 2011)(“ICC/USF ORDER”) does recognize 22 

a fundamental change in both public policy and Federal Communications 23 
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Commission’s Universal Service Funding that compels the addition of Access to 24 

Broadband Services as a supported service in Illinois.  Second, a demonstration 25 

that the Schedule 1.01 that the IITA proposes is still not appropriate to use.  Third 26 

that the Schedule 1.01 is not appropriate because of several individual IITA 27 

members’ attempts to make adjustments to the Schedule 1.01 that are improper 28 

and/or not supported by the record.    29 

 C. Summary of Conclusions 30 

Q. Please summarize the conclusions of your testimony. 31 

A. Based on the telecommunications needs, technologies and available services that 32 

have developed since the Illinois Universal Service Funding (“IUSF”) was 33 

established nearly ten years ago, the list of Illinois supported communications 34 

services should be expanded to include Access to Broadband Services.  In order to 35 

promote this change, the Commission should adopt GCHC request for additional 36 

funding for all rural incumbent local exchange carriers based on GCHC Exhibit 37 

2.1.    38 

D. Itemized Attachments to Testimony 39 

Q. Are you sponsoring any exhibits?  40 

A. Yes.  I am sponsoring the following exhibits:  41 

Exhibit No. Description 

GCHC Ex. 4.1 October 27, 2011 Statement of AT&T Senior Vice President- 
Federal Regulatory & Chief Privacy Officer posted on the 
America Broadband Connectivity Plan website  

GCHC Ex. 4.2 January 18, 2012 comments of AT&T filed with the FCC 
concerning the ICC/USF Order  

GCHC Ex. 4.3 GCHC Responses to IITA Data Requests 6.11, 6.12 and 6.13 
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GCHC Ex. 4.4 Statement of former FCC Commissioner Michael Copps 

GCHC Ex. 4.5 Statement of FCC Commissioner Robert McDowell 

GCHC Ex. 4.6 Statement of FCC Chairman Julius Genachowski 

GCHC Ex. 4.7 Calculation of IITA Members’ Corporate Operations Expense 

 42 

II. THE ICC/USF ORDER  43 

Q. AT&T witness James E. Stidham Jr. states “the FCC/USF Order should have 44 

only limited impacts on this proceeding and on the funding levels provided for 45 

in this docket” (AT&T Illinois Ex. 1.2 at lines 54-55).  Do you agree?  46 

A. No, it is clear that the FCC/USF Order shifted their policy from supporting voice 47 

only networks to advanced networks, mainly Broadband enables networks.  48 

AT&T’s own Statement, released on October 27, 2011 and posted on the America 49 

Broadband Connectivity Plan website, which it is my understanding that AT&T is 50 

a member, states in part from Bob Quinn,  AT&T Senior Vice President- Federal 51 

Regulatory & Chief Privacy Officer, that: 52 

  “The FCC today took an important step in transforming the concept of 53 

universal service. By redefining the 21st century basic service, which all 54 

Americans should have access to, as broadband instead of traditional voice, the 55 

FCC has recognized the fundamental technological transformation that has 56 

occurred…” (GCHC Exhibit 4.1, page 1).  57 

  Additionally, AT&T filed comments on the ICC/USF Order with the FCC on 58 

January 18, 2012 which in part states the following: 59 

  “This Commission should be congratulated for making significant strides 60 
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toward pulling its $4.5 billion/year high cost universal service program out of the 61 

last century.  It is time that the Commission declares victory on achieving 62 

ubiquitous voice telephony service and set its sights on this century’s next 63 

communications challenge: ensuring that all Americans have access to 64 

broadband service.  Through its USF/ICC Transformational Order, the 65 

Commmission set in motion the transition of its high-cost universal service 66 

program from supporting voice service to supporting broadband service.” 67 

(GCHC Exhibit 4.2, emphasis added).  68 

Q. What is your position regarding Mr. Stidham’s rebuttal testimony as to the 69 

definition of Access to Broadband Service (AT&T Illinois Ex. 1.2 at lines 69-70 

207)?    71 

A. Yes.  Once again, Mr. Stidham tries to confuse the Commission on the issue of 72 

defining Access to Broadband Services.  As stated in my Supplemental Direct and 73 

Rebuttal testimony, however, I believe the Commission can and should rely upon 74 

the FCC’s amendment to 47 C.F.R. § 54.7 as a workable definition for what 75 

“Access to Broadband Service” should be:  “plant that can, either as built or with 76 

the addition of plant elements, when available, provide access to advanced 77 

telecommunications and information services.”  (FCC/USF Order at p. 539).  78 

Further, as I have stated throughout these proceedings in my rebuttal testimony 79 

(Geneseo Exhibit 3.0 at lines 81-85), my supplemental direct and rebuttal 80 

testimony (Geneseo Exhibit 3.0 at lines 161-170), and numerous data request 81 

responses (see, e.g., GCHC Responses to IITA Data Requests 6.11, 6.12 and 6.13, 82 

attached hereto as GCHC Exhibit 4.3), GCHC would welcome the opportunity to 83 
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work with the parties in the case, including the establishment of workshops, in 84 

order to help the Commission establish more clearly the definition of Access to 85 

Broadband Services.  86 

Q. Is it your opinion that the ICC/USF Order shifts support from voice services 87 

to Broadband.  88 

A. Yes, not only mine, but those of: 89 

  AT&T (GCHC Exs. 4.1 and 4.2 set forth above);  90 

Former FCC Commissioner Michael Copps (GCHC Exhibit 4.4, page 1): 91 

“So it is all together fitting as we move away from support designated 92 

primarily for  voice to support for broadband”;  93 

FCC Commissioner Robert McDowell (GCHC Exhibit 4.5, page 1): 94 

“October 27, 2011, is a date that marks a dramatic departure from nearly 95 

a century-old policy of opaquely subsidizing analog, circuit switched voice 96 

communications service, to using the efficiencies of market-based 97 

incentives to support broadband connectivity…”; and 98 

FCC Chairman Julius Genachowski, (GCHC Exhibit 4.6, page 3): 99 

“Starting today, USF will be transformed into the Connect America Fund, 100 

which will directly take on our country’s 21st  century infrastructure 101 

challenge by enabling the private sector to build robust, scalable, 102 

affordable broadband to homes, businesses, and anchor institutions in 103 

unserved communities. 104 
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Q. In his supplemental direct and rebuttal testimony, Mr. Stidham criticizes 105 

several other aspects of your earlier round of testimony.  Do you have any 106 

further comment on those portions of Mr. Stidham’s testimony? 107 

A. Yes.  I believe that in my supplemental direct and rebuttal testimony I already 108 

have addressed the criticisms Mr. Stidham raised concerning aspects of GCHC’s 109 

request that the Commission add Access to Broadband Services as a supported 110 

service eligible for IUSF funding from my direct testimony and rebuttal 111 

testimony.  To the extent that Mr. Stidham asserts that his criticisms have not 112 

been addressed or he raises additional criticisms concerning Geneseo’s request in 113 

his responsive testimony, I will address those in my surrebuttal testimony. 114 

Q. In IITA witness Robert Schoonmaker’s rebuttal and supplemental direct 115 

testimony (IITA Exhibit 3.0 at 5:114 – 6:118), he testifies that the FCC/USF 116 

Order did not adopt Connect America Fund (“CAF”) funding that would 117 

provide support for broadband services or networks.  Do you agree? 118 

A. No, I do not agree.  In the FCC/USF Order (at ¶ 194), the FCC stated it was 119 

taking “immediate steps . . . that affect rate-of return carriers” because “[s]ome of 120 

our current rules are not meeting their intended purposes, while others simply no 121 

longer make sense in a broadband world.”  (emphasis added)  The FCC further 122 

stated that it would “now require that recipients use their support in a manner 123 

consistent with achieving universal availability of voice and broadband.”  (Id. at 124 

¶ 205.)  The FCC/USF Order provides: 125 

 Specifically, beginning July 1, 2012, we require the following of 126 
rate-of-return carriers that continue to receive HCLS or ICLS or 127 
begin receiving new CAF funding in conjunction with the 128 
implementation of intercarrier compensation reform, as a 129 
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condition of receiving that support:  Such carriers must provide 130 
broadband service at speeds of at least 4 Mbps downstream and 1 131 
Mbps upstream with latency suitable for real-time applications, 132 
such as VoIP, and with usage capacity reasonably comparable to 133 
that available in residential terrestrial fixed broadband offerings in 134 
urban areas, upon reasonable request.   135 

(Id. at ¶ 206, emphasis added)  The FCC/USF Order further provides: 136 

In the Order, we establish the CAF and begin the transition of 137 
legacy high-cost universal service support to a broadband-focused 138 
CAF.  We conclude that all universal high-cost support should 139 
ultimately be distributed through CAF for all recipients.  Starting 140 
in 2012, rate-of-return carriers will receive CAF ICC support. 141 

(Id. at ¶1031, emphasis added)  Also, the FCC made it clear in its amendment to 142 

47 C.F.R. § 54.7 that USF funds may be used to support broadband services or 143 

networks by allowing funding to be used for:  “plant that can, either as built or 144 

with the addition of plant elements, when available, provide access to advanced 145 

telecommunications and information services.”  (Id. at p. 539) 146 

III. GENERAL ITEMS - SCHEDULE 1.01  147 

Q. IITA witness Robert Schoonmaker, in his supplemental direct and rebuttal 148 

testimony, explains for various reason why he believes your allocation of non 149 

regulated costs are not appropriate.  Do you have additional comments 150 

concerning this topic? 151 

A. Yes.  As I have stated several times throughout these proceedings, GCHC does 152 

not believe that the Schedule 1.01 is appropriate to use for the determination of 153 

Illinois Universal Service Funding.  The allocation of common costs between non 154 

regulated and regulated is simply one example of why the Schedule 1.01 should 155 

not be used.  While I attempted to gather information to make an appropriate 156 

allocation through data requests, I could not.  Staff witnesses have attempted to 157 
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gather the same information and I will leave it up to them to determine if they are 158 

satisfied.  My point in raising this topic was the fact that each and every dollar 159 

that may or may not be recorded on the books improperly has a direct and 160 

immediate impact each and every year on IUSF funding that is collected from 161 

Illinois consumers. If the ICC Staff is satisfied that they have enough information 162 

to guarantee that absolutely no non regulated activities are being subsidized by 163 

IUSF, then GCHC will accept that decision.  The GCHC average figure of 18% 164 

was simply one methodology to demonstrate that this issue is not insignificant.   165 

Q. Mr.  Robert Schoonmaker in his supplemental direct and rebuttal testimony 166 

agrees with you that inappropriate federal tax rates were used for certain 167 

IITA member companies (IITA Exhibit 3.0 at lines 931-965). Do you have 168 

any further comments? 169 

A. No, except that Mr. Schoonmaker recognized that the original Schedule 1.01 was 170 

indeed flawed concerning this topic.  171 

Q. Mr.  Robert Schoonmaker in his supplemental direct and rebuttal testimony 172 

does not agree that an inappropriate cash working capital rate was used.  Do 173 

you have any further comments? 174 

A. I find it ironic that Mr. Schoonmaker remembers that I was indeed a part of 175 

developing the original Schedule 1.01, as was he.  I also agree with him that 176 

during the original discussion of developing the Schedule 1.01 that ICC staff and 177 

the IITA agreed on 45 days.  I also recall that very little time and effort was taken 178 

to either prove or disprove whether this amount of time was appropriate. 179 

However, over 10 years have passed since that decision, and if the IITA insists on 180 
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using an updated Schedule 1.01, then all items should be updated, not just 181 

selected items.  I agree with Mr. Schoonmaker that the base for the calculation is 182 

indeed slightly different (i.e. includes operating taxes and interest), but the IITA 183 

never offered up that alternative calculation in the current Schedule 1.01 when it 184 

has all the information to correctly do it at the 15 day figure.  Since it is my 185 

understanding that all local service, including features, is billed in advance (-15 186 

day lag), it is only the access revenue that is billed in arrears.  Furthermore, if 187 

IITA members are in the NECA pool, settlements are paid by the end of the 188 

month for the current month, making amounts billed for access revenues not 189 

material to the discussion (15 day lag at the most).  Local Switching Support, 190 

High Cost Loop and Interstate Common Line support are paid at the end of the 191 

current month (once again a 15 day lag).  Furthermore, direct trunking and special 192 

access are also billed in advance (-15 day lag).  If the Commission decides that all 193 

the revenues that are billed in advance or paid by the end of the current month 194 

offset by those relatively small items that are billed and kept by IITA members 195 

(i.e. not pooled), and further offset by expenses that are no doubt paid in arrears 196 

such as payroll and utilities is equal to 45 days, then I guess IITA members should 197 

use 45 days.  However, GCHC (and NECA) believes 15 days, as demonstrated in 198 

GCHC Exhibit 2.12 to my rebuttal testimony, is more appropriate. This is just 199 

another reason why GCHC does not believe the Schedule 1.01 is appropriate. 200 

Q. Mr.  Robert Schoonmaker in his supplemental direct and rebuttal testimony 201 

defends the IITA company’s adjustments for changes in high cost loop 202 

support (HCL), but takes a different position on why ICLS and LSS may or 203 
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may not be adjusted. Do you have any comment? 204 

A. Mr. Schoonmaker states that performing the adjustments for HCL “would be 205 

inconsistent with the Commission treatment of these items in past”.  However, 206 

when asked about two other federal universal service fund programs, which 207 

collectively are greater than the HCL fund (LSS and IUSF), Mr. Schoonmaker 208 

states that “from an administrative point of view, consistent with the instructions 209 

for standard adjustments, there was no recommendation for including ICLS 210 

adjustments and LSS adjustments”.  Simply stated, I think Mr. Schoonmaker is 211 

stating no adjustment because the form does not say so.  Mr. Schoonmaker forgets 212 

that it is the IITA that provides instructions for these items, and as such, controls 213 

whether they believe an adjustment should or should not be made.  If the 214 

company has the time and the resources to make changes to the HCL, it should 215 

also make an adjustment for LSS and ICLS.  As demonstrated by Home 216 

Telephone Company witness Tom Korte in his rebuttal testimony (Home 217 

Telephone Co. Exhibit 3.0, 2:38 – 3:43), at least one IITA member keeps these 218 

records. This is just another example of why GCHC believes the Schedule 1.01 is 219 

not appropriate, as it is left up to the individual IITA member filling out the 220 

Schedule 1.01 to determine if they want to make an adjustment that clearly should 221 

be made if the Schedule 1.01 is to be used.  222 

Q. Mr. Robert Schoonmaker, in his supplemental direct and rebuttal testimony, 223 

defends the IITA company rate of return at 9.34% (IITA Exhibit 3.0 at lines 224 

1068-1140).  Do you have any comment? 225 
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A. Mr. Schoonmaker states: “The IITA does not believe that it is necessary for the 226 

Commission to pursue this issue further as there is general agreement between 227 

parties with opposing interests”.  Since Mr. Schoonmaker’s previous testimony, 228 

data requests have asked for information pertaining to this subject.  Because I 229 

stand by my statement that I do not have a “specific target number that it believes 230 

should be used”, I will leave it up to the ICC staff to investigate.  However, 231 

simply because two stipulating parties agree that a figure does not warrant further 232 

investigation is not grounds to accept this amount without question.  This is yet 233 

another example of why GCHC believes the Schedule 1.01 is not appropriate.  234 

Q. Mr. Robert Schoonmaker, in his supplemental direct and rebuttal testimony, 235 

defends the IITA companies’ use of the Significant and Extraordinary 236 

Adjustment.  Do you have any comment? 237 

A. Yes.  As the ICC staff and I have attempted to do through data request, these 238 

amounts should be properly verified.  However, any amount, regardless of size, is 239 

providing for an updated revenue stream based upon a decision to expend capital 240 

or incur more expenses.  The term “Significant and Extraordinary” is nowhere 241 

defined, either at the federal or the state level.  As a matter of record, I find it 242 

questionable that not a single IITA member had a downward adjustment to 243 

Significant and Extraordinary and only six companies will benefit by $613,000 244 

per year in related additional Illinois Universal Service Funding.  These reasons 245 

further support GCHC’s position that the Schedule 1.01 is not appropriate, and 246 

absent a definitive finding that the “Significant and Extraordinary” expenditures 247 

are used for IUSF purposes, they should not be included in the Schedule 1.01.  248 
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Q. Do you have any other observations about “Significant and Extraordinary” 249 

adjustments? 250 

A. Yes.  In my rebuttal testimony I pointed out that Shawnee Telephone Company 251 

does not make an adjustment to remove $483,000 in uncollectibles (GCHC 252 

Exhibit 2.0, 34:705 – 35:713).   If the Commission is to allow the “Significant and 253 

Extraordinary Adjustment”, which I still propose it does not (see lines 238-248, 254 

supra), then this should be considered a “Significant and Extraordinary 255 

Adjustment” and the company required to exclude it from operating revenues.  256 

Otherwise, this single amount will be recovered by Shawnee each and every year 257 

the IUSF fund is in place. 258 

Q. Mr. Robert Schoonmaker, in his supplemental direct and rebuttal testimony, 259 

defends the IITA company corporate operations expense. Do you have any 260 

comment? 261 

A. Yes, GCHC Exhibit 4.7 outlines a simple mathematical calculation of corporate 262 

operations expense for all 26 IITA members.  These numbers are “all over the 263 

board”, and it is extremely difficult to understand why three companies of similar 264 

size and geographic location (McNabb – 395 lines, Leaf River – 400 lines and 265 

Reynolds – 432 lines) can have Corporate Operations Expenses of $529 per line,  266 

$1,036 per line and $251 per line respectively.  Similarly, why does Metamora 267 

Telephone Company, which services 3,197 access lines, spends $640,784 in a 268 

given year while Gridley Telephone Company, less than 30 miles away, needs 269 

$769,158 to serve only 1,186 lines?  Every dollar of expenditures in this account 270 

will go to increase the IUSF draw each and every year the funds are in place.  271 
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Before Illinois consumers are asked to pay for these expenses, the Commission 272 

should thoroughly investigate what amounts are recorded in this account that 273 

ultimately ends up being included in IUSF.  Absent this exercise, or as the FCC 274 

has done, a cap on this amount should be put in place.  This is just another 275 

example of why GCHC believes the Schedule 1.01 is not appropriate.  276 

IV. INDIVIDUAL IITA MEMBERS SCHEDULE 1.01  277 

Q. Oneida Telephone Exchange witness Michael Stokes rebuttal testimony 278 

discusses the company’s certification standing in the State of Illinois. Has 279 

Mr. Stokes provided any information related to your concern? 280 

A. No.  Oneida’s Telephone Exchange witness Michael Stokes presents rebuttal to 281 

confirm that Oneida Telephone Exchange appears to not be a certified local 282 

exchange carrier.  I can find nothing in the ICC records or in this case that Oneida 283 

Telephone Exchange is a certified local exchange carrier.  When asked point 284 

blank whether Oneida Telephone Exchange was a certified local exchange carrier, 285 

Mr. Stokes objected.  In Mr. Stokes latest round of testimony, Mr. Stokes relies 286 

on the fact that they “got IUSF in the past”.  While the Commission may decide 287 

that IUSF funding can go to a non-certified local exchange carrier, this issue 288 

should be addressed explicitly and not merely assumed to be proper.  It is my 289 

understanding that all other IITA member companies requesting funding are 290 

certified local exchange carriers.  I personally do not believe the IUSF should be 291 

given to non-certified local exchange carriers. 292 

 Q. Gridley Telephone Company witness Twyla Moss provided in her rebuttal 293 

testimony information as to Gridley’s election to re-enter the NECA pool.  294 
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Do you have an opinion on the process? 295 

A. Yes, as opposed to answering the question as to why interstate access revenue 296 

decreased dramatically in 2009, Gridley simply replies that they did.  If Gridley 297 

would like to explain why revenues dropped so dramatically in 2009 then the 298 

Commission could make a determination whether this single adjustment is 299 

warranted.  300 

Q. Harrisonville Telephone Company witness Lee Whitcher provided in his 301 

rebuttal testimony information related to why Accumulated Deferred Income 302 

Taxes – Non Operating should be included in the calculation of the 303 

company’s rate base, and ultimately, paid IUSF support on this amount.  Do 304 

you agree? 305 

A. No.  Mr. Whitcher states that “the instructions contained in the Source column of 306 

line 4 of Exhibit 1.01 specify that the data for this line item should come from the 307 

Company’s Annual Report to the Illinois Commerce Commission, “Form 23A, P 308 

8, 4100+4340.” (Harrisonville Telephone Co. Ex. 3.0, 10:195-197).   309 

Mr. Whitcher does not explain what the amount is for, why it is on the books of 310 

the company, and whether or not it is appropriate amount to be include for IUSF 311 

calculations.  The ICC Form 23A clearly marks this as “Non Operating 312 

Accumulated Deferred Income Taxes.”  Thus, if this amount is included, Illinois 313 

consumers will be paying approximately $286,192 in IUSF funding to 314 

Harrisonville each and every year that IUSF is in existence for an item that is non-315 

operating in nature.  At this point, neither I nor the Commission knows what this 316 
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amount encompasses, and as such, inclusion in the IUSF calculation should only 317 

be done after a determination of what this amount represents.   318 

Q. Does any other company have this same issue? 319 

A. Yes.  Shawnee Telephone Company witness Michael Guffy affirmed that “The 320 

ADIT was inadvertently overlooked in Shawnee’s original Schedule 1.01; 321 

however, that oversight has since been corrected, and the ADIT included in the 322 

attached Schedule 1.01, Shawnee Exhibit 1.01 (as revised 03/23/2012)” (Shawnee 323 

Telephone Co. Exhibit 3.0, 11:233-235).  However, Shawnee, like Harrisonville, 324 

included the amount of Non-Operating Accumulated Deferred Income Taxes of -325 

$1,480,966, which if allowed, will translate to $231,579 in IUSF each and every 326 

year.  A negative non-operating Accumulated Deferred Income Tax amount has 327 

the effect of increasing rate base.  328 

Q. So what is the impact of the fund for including Non-Operating Accumulated 329 

Deferred Income Taxes for just these two companies? 330 

A. $517,771 per year. 331 

Q. Madison Telephone Company witness Jeff Gough states that Telephone 332 

Plant Acquisition Adjustment is appropriate to include in the calculation of 333 

IUSF?  Do you agree? 334 

A. No.  Mr. Gough correctly state the definition of this account, but to the best of my 335 

knowledge Madison has not had this amount approved by the FCC for inclusion 336 

for rate making purposes.  The simple fact that Madison paid over book value for 337 

these assets does not in itself provide sufficient support to include this “extra” 338 

amount in the rate base, and ultimately, increased IUSF payments.  If allowed, 339 
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this amount would be an additional $236,312 each year in IUSF payments.  Even 340 

Mr. Gough’s own source states it: “It is at the discretion of each jurisdiction as to 341 

whether or not the acquisition adjustment is included in rate base, and often, that 342 

decision is made by the jurisdiction on a case-by-case basis.” (Madison 343 

Telephone Company Exhibit 3.0, 7:126-128).  Therefore, I bring it up to the 344 

Commission to decide “on a case-by-case basis.”  Madison’s assumption that it 345 

should be included is contrary to the necessary process; this adjustment should be 346 

approved before it is included.  347 

Q. Madison Telephone Company witness Jeff Gough disagrees with my opinion 348 

that the exchanges of Staunton and Livingston should be included in 349 

Madison Telephone Company’s Schedule 1.01.  Do you have further 350 

thoughts on this topic? 351 

A. Although I agree with all of Mr. Gough’s citations of previous orders, the 352 

question has never been raised as to whether funding should or should not include 353 

exchanges that previously were not qualified.  Madison’s inclusion in this case of 354 

these exchanges would set a precedent, and as opposed to going unanswered I 355 

have raised the issue in this proceeding.  My personal opinion is it should not be 356 

included, as future acquisitions could cause the fund size to increase.  357 

Q. Is there any other IITA member in a similar situation as Madison? 358 

A. Yes.  Although slightly different, Mid Century Telephone Cooperative’s (“Mid 359 

Century”) acquisition of Yates City Telephone was an acquisition of the enter 360 

company.  Furthermore, I believe Yates City did qualify for IUSF funding prior to 361 

acquisition and it is a single exchange company.   362 
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Q. You testified that amortization expense associated with this acquisition 363 

should not be included in Mid Century’s rate base.  Does Mr. Gough’s 364 

testimony on behalf of Mid Century change your opinion? 365 

A. No.  Mr. Gough clearly states that the asset related to this amount is fully 366 

amortized as of the end of 2009 (Mid-Century Telephone Cooperative, Inc. 367 

Exhibit 3.0, 4:77-79).  If anything, this amount should be included as a 368 

“Significant and Extraordinary Adjustment” and removed from the operating 369 

expenses.  If the Commission is to allow the “Significant and Extraordinary 370 

Adjustment”, which I still propose it does not (see lines 238-248, supra), then this 371 

should be considered a “Significant and Extraordinary Adjustment” and the 372 

company required to exclude it from operating expenses.  Otherwise, this single 373 

amount will be recovered by Mid Century each and every year the IUSF fund is in 374 

place.  This is another reason why I believe the Schedule 1.01 is not appropriate.   375 

Q. Would you like to add anything else about the Schedule 1.01? 376 

A. Yes.  Since the inception of this proceeding back in March 2011, numerous 377 

adjustments have been made to the Schedule 1.01, either as corrections, errors, 378 

Staff findings or my testimony.  Some have been company specific, others 379 

changes affected only a subgroup of IITA members, while others affected all 380 

IITA members. The IITA even changed base periods from 2008 access minutes to 381 

2009 access minutes, but still is almost 24 months behind actual operating results.  382 

This demonstrates that the Schedule 1.01 is in a constant state of modification, 383 

and distributing IUSF based on the Schedule 1.01 is at best a snapshot in time.  384 

Although I do not favor using the Schedule 1.01, I can only image what the 385 
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results would be like if we updated for 2011 financial results and 2011 minutes of 386 

use.  Furthermore, by the time this case is resolved, close to $17 million will have 387 

been spent in IUSF funding based on an over 10 year old methodology. 388 

Q. The IITA proposes to mirror intrastate access rates for originating traffic 389 

and recover the shortfall from the IUSF fund.  Do you agree? 390 

A. I agree that originating access should be mirrored, but not that the IUSF should 391 

pick up the shortfall.  Making an adjustment to the Schedule 1.01’s should not be 392 

done. 393 

Q. Does this conclude your testimony? 394 

A. Yes  395 


