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Introduction     1 

 2 

Q. Please state your name and business address. 3 

A. My name is Jeffrey H. Hoagg.  My business address is 527 East Capitol 4 

Avenue, Springfield, Illinois 62701.  5 

 6 

Q. By whom are you employed and in what capacity? 7 

A. I am employed as a Principal Policy Advisor in the Telecommunications 8 

Division of the Illinois Commerce Commission (“Commission”). 9 

 10 

Q. Have you previously filed testimony in this proceeding?   11 

 A. Yes. I filed direct testimony in this proceeding on August 30, 2011.   12 

      13 

Q. What is the purpose of your rebuttal testimony? 14 

A.  I respond to several arguments made in the March 23, 2012 supplemental 15 

direct and rebuttal testimony of Robert Schoonmaker and the March 23, 16 

2012 supplemental direct and rebuttal testimony of Scott Rubins.   17 

 18 

Response to Mr. Schoonmaker    19 

Q. At lines 139 - 172 of his March 23, 2012 testimony (IITA Exhibit 3.0), 20 

Mr. Schoonmaker addresses five of the summary (bullet point) 21 

recommendations set forth in your direct testimony at lines 50-76.  22 

Mr. Schoonmaker testifies that the proposal contained in IITA Exhibit 23 
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3.2 can serve as an alternative or replacement for these five bullet 24 

point recommendations.  Do you agree?       25 

A.  Yes, but with one revision.   IITA’s Exhibit 3.2 proposed language reads as 26 

follows:   27 

1. These dockets should result in approval of an Interim Fund 28 
updating the present IUSF. Work on the investigation and 29 
development of a longer-term IUSF, presumptively based 30 
upon a different methodology, to replace this Interim Fund, 31 
should commence within ninety days of issuance of an Order 32 
in these dockets approving the Interim Fund. No later than 33 
two years from issuance of an Order in these dockets 34 
approving the Interim Fund, one or more eligible recipients of 35 
IUSF or an organization representing them such as the IITA 36 
will petition the Commission for approval of a longer-term 37 
IUSF, likely based upon a different methodology, to replace 38 
this Interim Fund. 39 

 40 
2.  The Interim Fund should be based upon an updated “need 41 

showing” using the Schedule 1.01 methodology used by the 42 
Commission in establishing the original IUSF effective 43 
October 1, 2001. That analysis and showing will also 44 
incorporate the affect of all companies seeking and 45 
qualifying for the Interim Fund reducing originating intrastate 46 
switched access charges to “mirror” originating interstate 47 
switched access charges contemporaneous with the 48 
effective date of the Interim Fund. 49 

 50 
3.  The IITA agrees that any “Longer Term” IUSF replacing the 51 

Interim IUSF resulting from the instant docket shall be: (a) 52 
compliant with the terms and requirements of Illinois Public 53 
Utilities Act Section 13-301 of the Illinois Public Utilities Act, 54 
(b) consistent with and fully reflect the Commission’s 55 
concerns and admonitions, as stated in its several Orders in 56 
Docket Nos. 00-0233/0335 and 04-0354, regarding 57 
continued use of a rate-of-return based methodology to 58 
determine IUSF support levels, and (c) consistent with FCC 59 
policies and rules applicable on an interstate level to Illinois 60 
ILECs potentially eligible for IUSF support pursuant to 61 
Section 13-301(1)(d) of the Illinois PUA.  62 

 63 
4.  The Interim Fund will terminate on the implementation of the 64 

longer term IUSF. 65 
 66 
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I recommend the following revisions to item #1 of this proposal:     67 
 68 
 These dockets should result in approval of an Interim Fund 69 

updating the present IUSF. Work on the investigation and 70 
development of a longer-term IUSF, presumptively based 71 
upon a different methodology, to replace this Interim Fund, 72 
should commence within ninety days of issuance of an Order 73 
in these dockets approving the Interim Fund. No later than 74 
two years from issuance of an Order in these dockets 75 
approving the Interim Fund, one or more eligible recipients of 76 
IUSF or an organization representing them such as the IITA 77 
will petition the Commission for approval of a longer-term 78 
IUSF, likely based upon a different methodology, to replace 79 
this Interim Fund. Such petition, and any resulting longer-80 
term IUSF, shall be based upon a different methodology, 81 
absent a showing that no such alternative methodology is 82 
feasible. 83 

 84 
I believe this proposed revision makes more concrete the intention to base 85 

any longer-term IUSF on a methodology different from the current IUSF 86 

methodology, unless such a result is shown to be infeasible.    With this 87 

modification, I recommend that the Commission adopt this proposed 88 

language.       89 

 90 

Q. At lines 678 – 697 of his March 23, 2012 testimony (IITA Exhibit 3.0), 91 

Mr. Schoonmaker criticizes Ms. Everson’s recommendations 92 

concerning joint use facilities in the specific case of Adams 93 

Telephone.  Do you have any comments on this aspect of Mr. 94 

Schoonmaker’s testimony?     95 

A.  Yes.  Mr. Schoonmaker mischaracterizes Ms. Everson’s testimony.  He 96 

quotes Ms. Everson as testifying that she cannot recommend including 97 

funding for the Adams Telephone project at issue “…until Adams can 98 

demonstrate that the portion of the facilities that would be used for 99 
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unsupported services has been removed…”  He goes on to state at lines 100 

684-687:     101 

However, since the voice services and the broadband services 102 
use the same identical copper cables or glass fibers, if one was 103 
to try to remove the facilities that transport unsupported 104 
services, one would necessarily have to remove the facilities 105 
that transport voice services as well. 106 

 107 

 In fact, Ms. Everson actually testified as follows at lines 91-96 of her direct 108 

testimony:   109 

Since the facilities that are being constructed could be used for 110 
services other than the IUSF supported services, I cannot 111 
recommend that the Commission include those amounts in 112 
Adams’ funding requirement until Adams can demonstrate that 113 
the portion of the facilities that would be used for unsupported 114 
services has been removed from the project amounts.  115 
[Emphasis added] 116 

 117 

 It is clear that Ms. Everson contemplated removing dollar amounts (i.e. 118 

costs), rather than some “removal” of actual physical facilities, as Mr. 119 

Schoonmaker seems to suggest she might advocate.  Ms. Everson’s 120 

testimony clearly contemplates a possible cost adjustment, removal or 121 

allocation.  Any suggestion otherwise is wholly misplaced.  122 

 123 

Q. With respect to the treatment of joint use facilities, at lines 690 - 713 124 

of his March 23, 2012 testimony (IITA Exhibit 3.0), Mr. Schoonmaker 125 

argues the Commission should follow the FCC’s policy of permitting 126 

the use of USF subsidies to support network capabilities beyond 127 

voice services.   Please comment.       128 
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A.  I believe the Commission should continue to find such arguments 129 

unpersuasive. The FCC pursues its own policies for its own reasons.  This 130 

Commission functions subject to a different statutory framework, and 131 

under a different set of financial, legal and regulatory circumstances and 132 

considerations.  This Commission properly pursues its own policies for its 133 

own reasons, subject to Illinois statutes.   134 

 135 

 The Commission has clearly articulated concerns regarding the 136 

inappropriate receipt and use of IUSF support for services not eligible for 137 

support under the Public Utilities Act (“PUA”) Section 13-301. In its 138 

September 29, 2009 Order in Docket No. 00-0023, the Commission stated 139 

its desire for a review of the question “….[w]hether non-supported services 140 

inadvertently receive IUSF support…”1

 142 

   141 

 In its April 19, 2006 Order on Rehearing in Docket No. 04-0354, the 143 

Commission clearly expressed its concern that services not eligible for 144 

support under the PUA might inappropriately be supported by IUSF 145 

subsidies:   146 

…it appears that at least a portion of Alhambra’s upgrade was 147 
not even directed towards local exchange service but rather 148 
towards long-distance service, a service not found on the list of 149 
supported services. [Emphasis added].2

 151 
  150 

                                            
1 Order, Case Nos. 00-0023 and 00-0335 (Consolidated), Issued September 29, 2009, p. 12. 
2 Order on Rehearing, Case No. 03-0454, Issued April 19, 2006, p. 19. 
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 The Commission went on to make clear it did not rule out a potential 152 

allocation of costs to the non-supported category of advanced services to 153 

eliminate or avoid subsidizing services not statutorily eligible to receive 154 

IUSF funding:    155 

…we do not allocate any of Alhambra’s costs of the upgrade to 156 
advanced services. This was primarily because no party 157 
proposed how such an allocation could be accomplished. 158 
[Emphasis added].3

 160 
 159 

 I am not aware of anything to indicate the Commission does not or would 161 

not have these same concerns in this proceeding.   FCC actions in this 162 

regard are neither binding on this Commission nor particularly relevant.    163 

 164 

Q. With respect to the treatment of joint use facilities, at lines 714 – 735 165 

of his March 23, 2012 testimony (IITA Exhibit 3.0), Mr. Schoonmaker 166 

argues that revenue adjustments reflecting interstate revenues 167 

associated with joint use facilities obviate the need for any cost 168 

removal or adjustment.  Do you agree?       169 

A.  I agree conceptually with this statement. Note that in this regard Mr. 170 

Schoonmaker is testifying on behalf of all IITA member companies.  It may 171 

be correct that appropriate reflection of such interstate revenues by each 172 

IITA member company adequately addresses the Commission’s concerns 173 

regarding inappropriate IUSF subsidization of services ineligible for 174 

support under the PUA.  But if this is indeed the case, it is each IITA 175 

member company’s burden of proof to demonstrate this is the case.   In 176 

                                            
3 Id. 
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my view, the Commission could conclude that burden of proof has not 177 

been met, and it would be warranted in making cost adjustments to ensure 178 

against inappropriate IUSF subsidization of ineligible services.   179 

Q. Do you recommend that the Commission make such cost removals, 180 

adjustments or allocations in this proceeding?   181 

A.  I do not recommend such adjustments here, assuming the Commission 182 

adopts the language proposed by the IITA in Exhibit 3.2, as modified in 183 

the manner proposed at lines 79-83 of this testimony (or language similar 184 

thereto).  This amended IITA proposal ensures the fund update at issue in 185 

the instant proceeding would be short-lived, and the proceeding to 186 

establish its successor would begin no more than two years from issuance 187 

of a Commission Order in this proceeding.  Moreover, if adopted, this 188 

proposal virtually ensures the successor fund will be based upon a 189 

different methodology from the current approach, which has engendered 190 

such concerns on the Commission’s part.   In light of this, other than my 191 

modification to IITA Exhibit 3.2 noted above, I recommend no adjustments 192 

in this proceeding to address issues arising from joint use facilities.       193 

 194 

Response to Mr. Rubins 195 

 196 

Q. At lines 144–149 of his March 23, 2012 testimony (Geneseo Exhibit 197 

3.0), Mr. Rubins contends that “[t]he findings and conclusions of the 198 

FCC in the FCC Order…support and amplify GCHC’s position that 199 

the telecommunications needs and demands of Illinois customers 200 
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have shifted away from traditional land line voice grade access to the 201 

technological advances offered by Access to Broadband Service, 202 

and that universal service funding should be modified to account for 203 

this change.”  Do you agree?   204 

A.  I disagree with this contention as it pertains to the Illinois USF in this 205 

proceeding. The FCC deliberately declined to add broadband access to 206 

the list of federal USF supported services. It chose instead to direct 207 

federal USF funding to recipients with networks capable of providing 208 

broadband services. On balance, this FCC decision undercuts Mr. Rubin’s 209 

position that the Illinois Commerce Commission should add broadband 210 

access to the list of Illinois supported services in this proceeding.  Had the 211 

FCC chosen to add broadband access to the list of federal USF supported 212 

services, this would have been added (by operation of law) to the list of 213 

services eligible for IUSF support under the Illinois PUA.   214 

 215 

 In my view, the rational course of action is to defer any such decision so 216 

the Commission can, to at least some degree, assess the impacts and 217 

effects of the new federal policy. The potential addition of broadband 218 

services to the Illinois list of supported services can be revisited when 219 

some evidence and experience with the new federal USF regime can 220 

inform this Commission’s deliberations. Both Staff and the IITA propose 221 

that any updates to the current IUSF would be short term and interim in 222 

nature, and would be replaced in a few years with a more permanent 223 

revamped IUSF.        224 



Docket Nos. 11-0210/0211 (Cons.) 
  ICC Staff Exhibit 4.0  

 

 10 

 225 

Q. In Section IV. of his March 23, 2012 testimony (Geneseo Exhibit 3.0), 226 

Mr. Rubins requests IUSF support for the GCHC companies in the 227 

event the Commission utilizes Schedule 1.01 submissions in 228 

determining IUSF funding in this proceeding.  Do you have a 229 

recommendation concerning this GCHC request?     230 

A. Yes.  At lines 416-421, Mr. Rubins testifies that if the Commission utilizes 231 

Schedule 1.01 submissions in this proceeding to determine IUSF funding:  232 

…the GCHC companies hereby request that they receive any 233 
Illinois Universal Service funding to which they are entitled 234 
based upon the Schedule 1.01s attached to this testimony for 235 
Geneseo Telephone Company (GCHC Exhibit 3.3), Cambridge 236 
Telephone Company (GCHC Exhibit 3.4), and Henry County 237 
Telephone Company (GCHC Exhibit 3.5). 238 

 239 

 I believe the GCHC companies are not entitled to any IUSF support in this 240 

proceeding pursuant to these submitted Schedule 1.01s.  While I am not 241 

an attorney, I understand that a necessary condition for receipt of any 242 

IUSF support pursuant to PUA Section 13-301(d) requires the potential 243 

recipient to show the following:    244 

…[the] economic costs of providing services for which universal 245 
service support may be made available exceed the affordable 246 
rate established by the Commission for such services may be 247 
eligible to receive support, less any federal universal service 248 
support received for the same or similar costs of providing the 249 
supported services; (220 ILCS 5/13-301(d)) 250 

 251 

 The GCHC companies have made no such showing in this proceeding.  252 

This failing is highlighted by inspection of the March 23, 2012 filing of the 253 

Frontier companies, which submitted Schedule 1.01 submissions for 254 
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Commission consideration on the same day as the GCHC companies.  255 

Unlike the GCHC companies, the Frontier companies recognized this 256 

central requirement of Section 13-301(d) must be fully satisfied, and filed 257 

cost information intended to make the required showing.          258 

 259 

 GCHC has not provided any analyses or estimates of the economic 260 

(forward looking) costs of providing current IUSF supported services.   261 

GCHC cannot utilize or rely in this proceeding upon the HAI results 262 

submitted in the IITA/AT&T stipulation, or any comparable analysis 263 

submitted by any other party in this proceeding.  Accordingly, I 264 

recommend that the Commission reject the request of the GCHC 265 

companies for IUSF support based upon Schedule 1.01 submission.  In 266 

my opinion, the Commission cannot grant this request and remain in 267 

conformance with PUA Section 13-301(d).     268 

 269 
 Q. Does this conclude your rebuttal testimony? 270 

A. Yes.    271 
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