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INITIAL POST-HEARING BRIEF OF GENESEO TELEPHONE 
 COMPANY, CAMBRIDGE TELEPHONE COMPANY AND  

HENRY COUNTY TELEPHONE COMPANY 
 

Geneseo Telephone Company (“Geneseo”), Cambridge Telephone Company 

(“Cambridge”) and Henry County Telephone Company (“Henry County”) (together “GCHC”), 

by their counsel, pursuant to the schedule ordered by the Administrative Law Judge, submit this 

Initial Post-Hearing Brief. 

I. Introduction/Summary 

 In filing their Petition in these dockets, Geneseo, Cambridge and Henry County seek to 

answer the essential question: What constitutes “universal service” that is to be provided by 

Illinois telecommunications carriers in the year 2012 and going forward?  Given the 

uncontroverted record evidence as to the nature of services currently offered to and demanded by 

customers from telecommunications carriers today, well-established Illinois and national 

policies, and the recent actions and declarations of the Federal Communications Commission 
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(“FCC”), it is clear that the answer to this question must include Access to Broadband Services.  

As explained herein, this result not only is sound as a matter of public policy, but is consistent 

with the requirements and provisions of the Illinois Public Utilities Act (the “PUA” or “Act”). 

 It is beyond contention that making broadband service, in addition to voice service, 

available to all Americans is a fundamental policy goal on both the national and state levels.  At 

the national level, Congress expressed this policy in the American Recovery and Reinvestment 

Act of 2009 where it stated its desire “to ensure that all people of the United States have access 

to broadband capability.”1  The FCC acted to further this policy goal by entering a landmark 

order on November 18, 20112 in which the FCC overhauled the federal Universal Service Fund 

to not only allow federal universal service funds to be used to support broadband services, but 

require that the federal high cost fund be transformed to make support for broadband services the 

focus of federal USF funding.  (See Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 3:41 – 6:120)  

The FCC summarized the importance of access to broadband services underlying this decision as 

follows: 

Networks that provide only voice service . . . are no longer adequate for the 
country’s communications needs.  Fixed and mobile broadband have 
become crucial to our nation’s economic growth, global competitiveness, 
and civic life.  Businesses need broadband to attract customers and 
employees, job-seekers need broadband to find jobs and training, and 
children need broadband to get a world-class education.  Broadband also 
helps lower the costs and improve the quality of health care, enables people 
with disabilities and Americans of all income levels to participate more 
fully in society.  Community anchor institutions, including schools and 
libraries, cannot achieve their critical purposes without access to robust 
broadband.  Broadband-enable jobs are critical to our nation’s economic 
recovery and long-term economic health, particularly in small towns, rural 
and insular areas and Tribal lands. 

(GCHC Ex. 3.2 at ¶¶ 3-4)  In commenting on the FCC’s action in unanimously voting to adopt 
                     
1 American Recovery and Reinvestment Act of 2009, Pub. L. No. 111-5, 123 Stat, 115, 516, § 6001(k)(2)(D). 
2 In re Connect America Fund, et al., FCC 11-161, Report and Order and Further Notice of Proposed Rulemaking 
(Nov. 18, 2011) (hereinafter referred to as “FCC/USF Order,” entered into the record in these dockets as GCHC 
Exhibit 3.2).  



 

 
3 

the reforms contained in the FCC/USF Order, AT&T Senior Vice President – Federal Regulatory 

and Chief Privacy Officer Bob Quinn stated:  “By redefining the 21st century basic service, 

which all Americans should have access to, as broadband instead of traditional voice, the FCC 

has recognized the fundamental technological transformation that has occurred . . . .”  (GCHC 

Ex. 4.1, page 1) 

 The State of Illinois similarly has emphasized the importance of supporting and 

expanding access to broadband services for its citizens.  In Section 13-804 of the Act, the Illinois 

legislature stated: “Increased investment into broadband infrastructure is critical to the economic 

development of this State and a key component to the retention of existing jobs and the creation 

of new jobs.”  

 It is upon this backdrop that GCHC requests that the Commission review and revise the 

existing group of “supported telecommunications services” that constitute “universal service” 

under Section 13-301 of the Act to add “Access to Broadband Services.”  Section 13-301 

requires the Commission to investigate the necessity of and, if appropriate, establish a universal 

support fund.  220 ILCS 5/13-301(1)(d).  This the Commission has done, establishing the Illinois 

Universal Service Fund (“IUSF”) over ten years ago in I.C.C. Docket Nos. 00-0233 and 00-0335 

Consolidated.3  But the requirements of Section 13-301 and the Commission’s obligations do not 

stop there.  Section 13-301(2)(a) provides that once the IUSF was created, the Commission 

became obligated “from time to time or upon request,” to “review and, if appropriate, revise the 

group of Illinois supported telecommunications services and the terms of the fund to reflect 

changes or enhancements in telecommunications needs, technologies, and available services.”  

While vast changes have occurred in telecommunications technology, needs and available 

                     
3 The IUSF was established by the Second Interim Order and Second Interim Order on Rehearing entered by the 
Commission on September 18, 2001 and March 13, 2002, respectively, in I.C.C. Docket Nos. 00-0233 and 00-0335 
Consolidated.  (Rubins Surreb., GCHC Ex. 5.0 at 3:65, n.1) 
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services in the over ten years since the IUSF was established, the Commission has not once 

revised the group of “supported telecommunications services” that constitute “universal service.”  

It is GCHC’s position that based on the record evidence, including the FCC’s adoption of the 

FCC/USF Order, the time has come for the Commission to revise the group of “supported 

telecommunications services” as envisioned in Section 13-301(2)(a) by adding Access to 

Broadband Services.  

 In connection with adding Access to Broadband Services as a supported 

telecommunications service eligible for IUSF funding, GCHC has submitted an analysis to 

support establishing an “affordable rate” of $15.46 per line per month for Access to Broadband 

Services as required by Section 13-301(1)(d) and (2)(c) of the Act.  No other party proposed an 

alternative affordable rate for Access to Broadband Services in the event that the Commission 

decides to add it to the group of supported telecommunications services.  Further, GCHC has 

proposed an alternative way to determine the amount of a carrier’s IUSF funding using the 

difference between the actual amount the carrier spends on Access to Broadband Services in a 

year (i.e., its economic cost) and the annualized affordable rate of the carrier (i.e., the carrier’s 

number of lines * the affordable rate * 12) up to an amount equal to the carrier’s annualized 

affordable rate.  The purpose of this approach is to ensure that IUSF funding is tied to actual 

spending on a supported service rather than a carrier’s overall rate of return, while at the same 

time limiting the growth of the fund.  GCHC also proposes that the Commission establish an 

eight year expiration date on the IUSF to hardwire in a review of the fund to determine whether 

there exists a continuing need for the fund in the future. 

 Based upon its proposals, GCHC requests the Commission establish that IUSF funding 

be available for Geneseo, Cambridge and Henry County in the amounts of $1,100,319, $222,438 

and $207,040, respectively. 
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II. The Commission Should Add Access to Broadband Services to the Group of  
 “Supported Telecommunication Services” that Constitutes “Universal Service” in 
 Illinois 

 As stated by the Supreme Court of Illinois, Section 13-301 requires the Commission to 

define which telecommunications services constitute “universal service,” with the Illinois state 

definition being “at least as broad as the federal definition promulgated by the FCC.”  

Harrisonville Tele. Co. v. Illinois Commerce Comm’n, 212 Ill. 2d 237, 239 (2004).  In initially 

establishing the IUSF, the Commission chose to limit the state definition of “supported 

telecommunications services” constituting “universal service” to only those nine services 

specifically designated to be “supported services” by the FCC in the version of 47 C.F.R. 54.101 

in effect at that time.  Id. at 239-240; In re Illinois Independent Tele. Ass’n, ICC Docket Nos. 00-

0233 and 00-0335 Consol. (Second Interim Order Sept. 18, 2001) at 4-5 (“Second Interim IUSF 

Order”)  The Commission has not changed that definition since making it over a decade ago. 

 Section 13-301(2)(a) of the Act, however, provides: 

The Commission shall, from time to time or upon request, review and, if 
appropriate, revise the group of Illinois supported telecommunications 
services and the terms of the fund to reflect changes or enhancements in 
telecommunications needs, technologies, and available services. 

Based upon this provision, GCHC has requested that the Commission review and revise the 

group of “supported telecommunications services” that constitutes “universal service” to add 

“Access to Broadband Services.”  There is no dispute that Section 13-301(2)(a) requires the 

Commission to review and consider whether such a revision to the group of supported 

telecommunications services should be made.  (See Rubins Sur., GCHC Ex. 5.0 at 2:45 – 3:62; 

Schoonmaker Further Reb., IITA Ex. 4.0 at 2:15 – 3:28)  Rather, the parties opposing GCHC’s 

proposal have questioned whether it is “appropriate” to make this requested revision.  (Id.) 

 Based upon the record evidence, adding Access to Broadband Services to the group of 
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supported telecommunications services under Section 13-301(2)(a) is not only appropriate, but 

mandatory in light of the FCC’s actions in the FCC/USF Order as a matter of Illinois law. 

 A. Definition of Access to Broadband Services 

 A preliminary issue is how to define “Access to Broadband Services.”  While this has 

been an issue of contention in the testimony between GCHC’s witness and the witnesses of the 

parties opposing the addition of Access to Broadband Services, there are no competing 

definitions being proposed.  Rather, GCHC has presented significant testimony setting forth a 

proposed definition as to what “Access to Broadband Services” includes, with examples, while 

on the other hand the IITA and AT&T Illinois have merely complained that they do not believe 

this definition to be “workable,” or that it has evolved throughout the course of these 

proceedings.  Neither the IITA nor AT&T make any suggestions in their testimony as to an 

alternate definition or even modifications to the one proposed by GCHC, despite several 

overtures by GCHC offering them an opportunity to do so.  (See Rubins Reb., GCHC Ex. 2.0 at 

6:77-85; Rubins Supp. Dir. and  Reb., GCHC Ex. 3.0 at 8:161-170, 10:214 – 11:222; Rubins 

Add. Reb., GCHC Ex. 4.0 at 4:79 – 5:86; Schoonmaker Furth. Reb., IITA Ex. 4.0 at 4:54-61) 

 GCHC’s proposed definition for “Access to Broadband Services” starts with the premise 

that the Commission should track both the FCC’s “words” and “deeds” with respect to defining 

universal service.  See Harrisonville Tele. Co.,  212 Ill. 2d at 251.  In the FCC/USF Order, while 

the FCC’s amendment to its “Services designated for support” in 47 C.F.R. § 54.101(a) does not 

expressly add the term “broadband” to this provision (GCHC Ex. 3.2 at p. 539), the FCC/USF 

Order included two other provisions relevant to defining “Access to Broadband Services.”  First, 

the FCC/USF Order requires that rate-of return carriers receiving USF funds “use their support 

in a manner consistent with achieving universal availability of voice and broadband.”  (Id. at ¶ 

205, emphasis added)  Second, the FCC amended 47 C.F.R. § 54.7, which governs the use of 
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federal USF support, to provide: 

(a) A carrier that receives federal universal support shall use that support 
only for the provision, maintenance, and upgrading of facilities and services 
for which the support is intended. 

(b)  The use of federal universal support that is authorized by paragraph (a) 
shall include investments in plant that can, either as built or with the 
addition of plant elements, when available, provide access to advanced 
telecommunications and information services. 

(Id. at p. 539, emphasis added)  Taking these two provisions of the FCC/USF Order together, it 

is by now allowing federal USF funds to be used in the manner allowed in Section 54.7(b) to 

support “access to advanced telecommunications and information services” that the FCC 

provided a means for carriers to use their federal universal support to achieve “universal 

availability of  . . . broadband.”   (Id. at ¶ 205)  In other words, Section 54.7 allows federal 

universal service funds to be used to support “access” to “broadband” services. 

 Based upon this analysis, GCHC believes that the new Illinois supported 

telecommunications service “Access to Broadband Services” it has requested in these 

proceedings should be defined as “plant that can, either as built or with the addition of plant 

elements, when available, provide access to advanced telecommunications and information 

services.”4  (Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 10:206-210; Rubins Add’l Reb., 

GCHC Ex. 4.0 at 4:73-78; Rubins Sur., GCHC Ex. 5.0 at 8:171-186)  By adopting and tracking 

the language used by the FCC in its own rule, GCHC’s definition of “Access to Broadband 

Services” will benefit from the ability of the Commission and Illinois carriers eligible for IUSF 

funding to rely upon how the FCC applies and interprets 47 C.F.R. § 54.7(b).  Thus, “Access to 

Broadband Services” shall mean all plant and facilities that by themselves or in connection with 
                     
4 This definition is consistent with GCHC’s earlier proposal pre-dating the FCC/USF Order that “Access to 
Broadband Services” be defined to include “costs associated with installing, improving or updating facilities 
necessary in order to deliver Broadband Services to a group of end user customers,”  “all facilities associated with 
delivery of Broadband Services from the service provider to a dedicated access point,” and “any facilities needed to 
connect these facilities.”  (Rubins Reb., GCHC 2.0 at 5:66 – 6:76) 
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other plant and/or facilities, provide access to “broadband service” as defined by the FCC for 

rate-of return carriers – i.e., broadband service at speeds of at least 4 Mbps downstream and 1 

Mbps upstream with latency suitable for real-time applications, such as VoIP, upon reasonable 

request.  (See GCHC Ex. 3.2 at ¶ 206; Rubins Sur., GCHC Ex. 5.0 at 7:152-164; Schoonmaker 

Furth. Reb., IITA Ex. 4.0 at 6:87-92) 

 While the IITA and AT&T have attempted to criticize the proposed definition of “Access 

to Broadband Services” as lacking in sufficient detail and needing more clarity (see, e.g., 

Schoonmaker Furth. Reb., IITA Ex. 4.0 at 4:59-61, 5:73-86; Stidham Add’l Reb., AT&T Illinois 

Ex. 1.3 at 5:91-104),  this use of the FCC’s own language is no different and no less clear than 

several definitions that were provided for the supported services in the pre-FCC/USF Order 

version of 47 C.F.R. § 54.101(a) used by the Commission to establish Illinois’ group of 

supported telecommunications services.  For example “Access to interexchange service” is 

defined as “use of the loop, as well as that portion of the switch that is paid for by the end user, 

or the functional equivalent of these network elements in the case of a wireless carrier, necessary 

to access an interexchange carrier’s network.”  47 C.F.R. § 54.101(a)(7).  No further detail or 

examples were provided by the FCC for this service other than this short definition. Yet, no party 

to the Illinois IUSF proceedings argued for, nor was further definition provided by the 

Commission, when this service was adopted as one of the supported telecommunications 

services in the Second Interim IUSF Order (at pp. 4-5).  (See also Rubins Sur., GCHC Ex. 5.0 at 

8:189 – 9:196 (discussing similar point regarding definitions for “access to emergency services,” 

“access to operator services,” and “access to directory assistance”))  Also, it should be noted that 

carriers receiving federal USF are now expected to follow the language of 47 C.F.R. § 54.7(b) 

with no further explanation than the language of the rule itself and the FCC/USF Order.  (Id. at 

8:184-186) 
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 Furthermore, the proposed definition of “Access to Broadband Services” in terms of plant 

or facilities that can provide access to “advanced telecommunications and information services” 

– i.e., “broadband” as defined by the FCC – is consistent with how the PUA itself defines 

“telecommunications services.”  Section 13-203 of the Act provides: 

“Telecommunications service” means the provision or offering for rent, sale 
or lease, or in exchange for other value received, of the transmittal of 
information, by means of electromagnetic, including light . . . including all 
instrumentalities, facilities, apparatus, and services (including the 
collection, storage, forwarding, switching, and delivery of such 
information) used to provide such transmission . . . . 

(emphasis added)  If plant and facilities used to transmit information by electromagnetic means 

generally is defined to be “telecommunications service” under the PUA, it therefore is 

appropriate to define a particular “supported telecommunications service” under Section 13-

301(2)(a) in terms of specific types of such plant or facilities.  Thus, the argument by IITA’s 

witness that the proposed definition of “Access to Broadband Services” only “defines a certain 

type of network” by referring to plant facilities (see Schoonmaker Furth. Reb., IITA Ex. 4.0 at 

4:52-53) is incorrect by virtue of the PUA’s express language to the contrary.5  Section 13-203 of 

the PUA also makes inapposite the suggestion by AT&T Illinois’ witness that the “plain 

language” of Section 13-301’s use of the term “supported telecommunication services” is 

incompatible with “broadband services,” as the PUA clearly defines “telecommunications 

services” to be the “transmittal of information,” which is exactly what broadband is.  See also 

Illinois-Indiana Cable Tele. Ass’n v. Illinois Commerce Comm’n, 55 Ill. 2d 205, 219 (1973) 

(distinguishing the difference between the broader term “telecommunications service” and the 

                     
5 The definition of Access to Broadband Services being based upon plant and facilities likewise is supported by the 
PUA’s definition of “service,” which provides that “Service” is to be “used in its broadest and most inclusive sense, 
and includes not only the use or accommodation afforded consumers or patrons, but also any product or commodity 
furnished by any public utility and the plant, equipment, apparatus, appliances, property and facilities employed by, 
or in connection with, any public utility in performing any service or in furnishing any product or commodity and 
devoted to the purposes in which such public utility is engaged and to the use and accommodation of the public.”  
220 ILCS 5/3-115 (emphasis added). 
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narrower term “telephone service,” suggesting that the term “telecommunications service” might 

be broad enough to encompass cable television whereas the term “telephone service” does not). 

 Moreover, if the Commission is concerned about the complaints of the IITA and AT&T 

Illinois that the proposed definition of “Access to Broadband Services” needs more detail, the 

solution is not to deny the addition of Access to Broadband Services to the group of supported 

telecommunications services under Section 13-301(2)(a).  Rather, as suggested by GCHC in its 

testimony, the Commission should adopt Access to Broadband Services and direct Staff to hold 

workshops designed to develop rules to determine the fine details requested by the IITA and 

AT&T Illinois as to what is to be included in Access to Broadband Services.  (See Rubins Supp. 

Dir. and Reb., GCHC Ex. 3.0 at 10:220 – 11:222; Rubins Add’l Reb., GCHC Ex. 4.0 at 4:79 – 

5:86; Rubins Sur., GCHC Ex. 5.0 at 8:186-188) 

B. It Is Appropriate to Revise the Group of Illinois Supported 
Telecommunications Services to Add Access to Broadband Services 

 Turning to the question of whether it is appropriate for the Commission to revise the 

group of Illinois “supported telecommunications services” to include Access to Broadband 

Services as defined above pursuant to Section 13-301(2)(a) of the Act, the answer is a 

resounding “yes” for two reasons.  First, a proper examination of what was done by the FCC in 

the FCC/USF Order reveals that Access to Broadband Services was indeed made a part of the 

FCC’s amended definition of what “universal service” means, making it part of the minimum 

supported telecommunications services required under the Act.  Second, the evidence 

demonstrates that the policy factors to be considered under Section 13-301(2)(a) weigh in favor 

of adding Access to Broadband Services even if it is not considered to be an FCC defined 

supported service that is the “minimum” to be included in the group of “supported 

telecommunications services.” 
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1. Access to Broadband Services Should be Added to the Group of Illinois 
Supported Telecommunications Services Because it is Included Within 
the FCC’s Amended Definition of “Universal Service” 

 Section 13-301(a)(2) provides that “at a minimum,” the group of supported 

telecommunications services that constitute universal service “shall . . . include those services 

defined by the [FCC] and as from time to time amended.”  In the Second Interim IUSF Order (at 

pp. 4-5), the Commission determined that this meant including the nine services then listed by 

the FCC as “services designated for support” in 47 C.F.R. § 54.101(a) (1998).  See Harrisonville 

Tele. Co., 212 Ill. 2d at 239-240.  In the FCC/USF Order, while the FCC amended 47 C.F.R. § 

54.101(a), it did not include the term “broadband” or “broadband service” in the language of this 

provision.  (See GCHC Ex. 3.2 at ¶65 and p. 539)  The witnesses for Staff, the IITA and AT&T 

Illinois, although not attorneys, each opined that this alone precludes the mandatory inclusion of 

“Access to Broadband Services” in the group of Illinois supported telecommunications services 

pursuant to the language of Section 13-301(2)(a).  (See Hoagg Reb., ICC Staff Ex. 4.0 at 8:197 – 

9:214; Schoonmaker Furth. Reb., IITA Ex. 4.0 at 3:25-28; Stidham Add’l Reb., AT&T Illinois 

Ex. 1.3 at 2:37 – 3:47)  Their interpretations of and conclusions regarding Section 13-301(2)(a), 

however, are narrow, unsupported by the actual language of the Act and contrary to Illinois legal 

authority. 

 Nowhere in the language of Section 13-301(2)(a) is the phrase “those services as defined 

by the [FCC] and as from time to time amended” tied or limited only to the particular language 

of 47 C.F.R. § 54.101(a).  Indeed, the Supreme Court of Illinois in Harrisonville Telephone 

Company v. Illinois Commerce Commission acknowledged this fact and held that Section 13-

301(2)(a) requires that minimum “universal service” in Illinois encompass more than the mere 

“words” of 47 C.F.R. § 54.101(a).  In Harrisonville, the Supreme Court of Illinois reviewed the 

Commission’s determination in the Second Interim IUSF Order and Order on Rehearing to adopt 
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the nine services as stated by the FCC in 47 C.F.R. § 54.101(a) (1998) but limit support to a 

single residential or business line.  212 Ill. 2d at 239-241.  The Commission acknowledged that 

the FCC determined support based on all access lines, but argued that Section 13-301 simply 

indicated that the Illinois list of supported services should be no smaller than the federal list and 

did not require the Commission to “walk in lock step with the FCC” on the inclusion of all 

access lines to determine the amount of support.  Id. at 241.  The Supreme Court of Illinois 

rejected the Commission’s position.  In doing so, the Court went beyond the mere language of 47 

C.F.R. § 54.101(a) (1998) and examined the FCC’s order establishing federal USF to determine 

that the FCC deemed “universal service” to include support for all access lines.  The Court  thus 

concluded that the Commission must do the same in establishing what minimum “universal 

service” is for Illinois under Section 13-301.  Id. at 249-252.  The Supreme Court of Illinois 

stated that “[u]niversal service means universal service,” reasoning that it would be “incongruous 

to suggest that the legislature wanted the [Commission] to follow the FCC’s words but not its 

deeds . . . .”  Id. at 251. 

 Here, examining the FCC’s “deeds” in the FCC/USF Order as required by Harrisonville, 

it is clear that what the FCC means by “universal service” is access to both broadband and voice 

services.  As explained above, supra at pp. 6-7, the FCC’s requirement that rate-of-return 

carriers now use their federal USF support to achieve “universal availability of voice and 

broadband” while simultaneously amending 47 C.F.R. § 54.7(b) to allow federal USF support to 

be used on “plant that can, either as built or with the addition of plant elements, when available, 

provide access to advanced telecommunications and information services” has made Access to 

Broadband Services an necessary component of “universal service.”  The undeniable fact that the 

FCC has made Access to Broadband Services a necessary component of “universal service” is 

further supported by the following actions and declarations by the FCC in the FCC/USF Order: 
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• Declares that the purpose of the FCC/USF Order is to “comprehensively reform[] 

and modernize[] the universal service and intercarrier compensation systems to 

ensure that robust, affordable voice and broadband service . . . are available to 

Americans throughout the nation.”  (GCHC Ex. 3.2 at ¶ 1, emphasis added)   

• States that “The universal service challenge of our time is to ensure that all 

Americans are served by networks that support high-speed broadband access – in 

addition to basic voice service – where they live, work, and travel” (Id. at ¶ 5, 

emphasis added) 

• Adopts “support for broadband-capable networks as an express universal service 

principle” (GCHC Ex. 3.2 at ¶ 17) 

• Adopts “support for advanced services” as a universal service principle, whereby 

universal service support “should be directed where possible to networks that 

provide advanced services, as well as voice services”  (Id. at ¶ 45) 

• Establishes that one of the goals of universal service funding is to “ensure 

universal availability of modern networks capable of providing voice and 

broadband service to homes, businesses, and community anchor institutions”  (Id. 

at ¶ 17, emphasis added; see also id. at ¶¶ 48, 51) 

• Creates the Connect America Fund (“CAF”) to “ultimately replace all existing 

high-cost support mechanisms,” in order to “help make broadband available to 

homes, businesses, and community anchor institutions in areas that do not, or 

would not otherwise, have broadband.”  (Id. at ¶ 20)  The CAF is to be 

“broadband-focused.”  (Id. at ¶ 1031) 

 Accordingly, the FCC’s “deeds” as well as its “words” in the FCC/USF Order make it 

clear that “universal service” now means access to broadband services as well as voice services.  
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Consequently, pursuant to the language of Section 13-301(2)(a) as interpreted by the Supreme 

Court of Illinois in Harrisonville, the Commission should revise the Illinois group of supported 

telecommunications services constituting “universal service” to now includes “Access to 

Broadband Services.” 

2. Access to Broadband Services Should be Added to the Group of Illinois 
Supported Telecommunications Services Based on the Other Factors Set 
Forth in Section 13-301(2)(a) of the Act 

 Even if the Commission determines that Access to Broadband Services has not been 

sufficiently made a part of universal service by the FCC in the FCC/USF Order so as to be 

included automatically in the Illinois group of supported telecommunications services, this is not 

end of the inquiry, but rather, only the beginning.  (See  Rubins Sur., GCHC Ex. 5.0 at 6:128-

132)  This is because Section 13-301(2)(a) provides that the services established by the FCC as 

constituting federal “universal service” are only the “minimum” to be included by the 

Commission for the group of services constituting Illinois’ universal service.  Indeed, Section 

13-301(2)(a) provides that in addition to the FCC list of supported services, in determining the 

group of supported telecommunications services that constitute universal service, the 

Commission must consider “the range of services currently offered by telecommunications 

carriers offering local exchange telecommunications service, the existing rate structures for the 

supported telecommunications services, and the telecommunications needs of Illinois 

consumers.”  Further, Section 13-301(2)(a) directs that when reviewing the group of Illinois 

supported telecommunications services the Commission, if appropriate, is to revise the group “to 

reflect changes or enhancements in telecommunications needs, technologies, and available 

services.” 

 The evidence is clear that while the group of Illinois supported telecommunications 

services adopted by the Commission in the Second Interim IUSF Order has not been amended or 
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changed in the over ten years since being established, technology, the available services 

available to be offered by LECs, and the needs of Illinois telecommunications customers have 

changed dramatically in that time.  (See Rubins Dir., GCHC Ex. 1.0 at 5:97-111; Rubins Supp. 

Dir. and Reb., GCHC Ex. 3.0 at 7:130 – 8:153)  As the IITA’s witness Mr. Schoonmaker himself 

testified:  “During the past ten years there has been considerable change in the industry . . . .”  

(Schoonmaker Dir., IITA Ex. 1.0 at 12:220-221)  GCHC’s Mr. Rubins testified as to the 

dramatic changes that have occurred in the telecommunications industry in terms of technology 

and the needs of customers over the last decade, moving away from traditional landline voice 

grade access to advanced services, such as VoIP, that require access to broadband services.  

(Rubins Dir., GCHC Ex. 1.0 at 5:97-111)  

 For an example of the dramatic changes that have occurred, when Section 13-517 of the 

Act was enacted in 2001, it defined “advanced telecommunications services” as services capable 

of supporting, in at least one direction, a speed in excess of 200 kilobits per second.  220 ILCS 

5/13-517(c) (2001).  By contrast, the minimum broadband speed that rate-of return carriers are 

now required by the FCC to provide, upon reasonable request, is 20 times that rate – 4 Mbps 

downstream and 1 Mbps upstream.  (Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 11:232 

12:243)  This is the level of broadband service that the FCC has found to “have become crucial 

to our nation’s economic growth, global competitiveness, and civic life” for business, job 

growth, education and health care.  (GCHC Ex. 3.2 at ¶ 3)  The dramatic change in what is 

considered a minimum requirement for the transmission of information today compared to what 

was considered “advanced” ten years ago demonstrates not only that the available technology 

has changed since the Second Interim IUSF Order was entered, but that the needs of consumers 

have changed with it.   

 As stated by the FCC, the “common applications” needed by today’s telecommunications 
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customers include “distance learning, remote health monitoring, VoIP, two way high quality 

video conferencing, Web Browsing, and email.”  (See GCHC Ex. 3.1, page 2)  Thus, “[n]etworks 

that provide only voice service . . . are no longer adequate for the country’s communication 

needs.”  (GCHC Ex. 3.2 at ¶ 2)  Access to broadband services is required for customers to meet 

these needs.  (See Rubins Dir., GCHC Ex. 1.0 at 5:97-111) What these changes in technology 

and consumer needs mean for a universal service system that has not changed in over ten years 

was summarized by the FCC in the FCC/USF Order as follows: 

Our existing universal service and intercarrier compensation systems are 
based on decades-old assumptions that fail to reflect today’s networks, the 
evolving nature of communications services, or the current competitive 
landscape.  As a result, these systems are ill equipped to address the 
universal service challenges raised by broadband, mobility, and the 
transition to Internet Protocol (IP) networks. 

(GCHC Ex. 3.2 at ¶6, emphasis added)   

 Accordingly, based on the record evidence, it is undeniable that since the IUSF was 

established in the Second Interim IUSF Order over ten years ago, technology, 

telecommunications needs and available services have all changed significantly.  Whether or not 

the FCC expressly made “broadband” a “supported service” for federal USF purposes, it is clear 

that the FCC has made achieving universal availability of  broadband services a priority goal and 

principle of universal service funding based on its findings contained in the FCC/USF Order.  In 

light of this evidence, it is inconceivable that Access to Broadband Services would not be 

considered a vital component of “universal service” for the citizens of Illinois here in 2012.  

Moreover, as explained above, “Access to Broadband Services” can be defined in a way 

consistent with how federal USF may be used under the FCC’s amended regulations, providing a 

source of guidance for the Commission and Illinois carriers, and is consistent with the PUA’s 

definitions of “services” and “telecommunications service.”  Thus, it is appropriate for the 
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Commission to revise the group of Illinois supported telecommunications services to include 

Access to Broadband Services for these reasons as well.   Indeed, it would seem inappropriate to 

not do so. 

3.  Section 13-804 of the Act Does Not Bar the Commission from Adding 
Access to Broadband Services to the Group of Supported 
Telecommunications Services the Constitute Universal Service in Illinois 

 An additional argument that has been raised by AT&T Illinois against the addition of  

“Access to Broadband Services” as a supported telecommunications service under Section 13-

301(a)(2) is that it is barred by the last section of Section 13-804 of the PUA, which provides: 

Except to the extent expressly permitted by and consistent with federal law, 
the regulations of the Federal Communications Commission, this Article, 
Article XXI or XXII of this Act, or this amendatory Act of the 96th General 
Assembly, the Commission shall not regulate the rates, terms, conditions, 
quality of service, availability, classification, or any other aspect of service 
regarding (i) broadband services . . . . 

(See Stidham Add’l Reb., AT&T Illinois Ex. 1.3 at 6:106 – 8:156)  AT&T Illinois’ position is 

incorrect for several reasons. 

 First, the Commission would not be regulating the rates, terms, conditions, quality of 

service, availability, classification or any other aspect of service regarding broadband services.  

Rather, IUSF funding for Access to Broadband Services would merely allow for investment in 

plant that could be used to provide access to broadband and information services.  (Rubins Supp. 

Dir. and Reb., GCHC Ex. 3.0 at 9:178-180) 

 Second, even if adding Access to Broadband Services as a supported telecommunications 

service would in some way act as “regulation” of broadband services in a manner listed in 

Section 13-804, it would fall within Section 13-804’s express exception in light of the FCC/USF 

Order.  If Access to Broadband Services is found to be an Illinois supported telecommunications 

service because it is an essential component of the FCC’s definition of “universal service” as 
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argued for in part II.B.1, supra, any regulation by the Commission would be only to an “extent 

expressly permitted by and consistent with federal law [and] the regulations of the Federal 

Communications Commission.”  Such regulation also would be expressly allowed by Article 

XIII of the Illinois Public Utilities Act under such circumstances, namely 220 ILCS 5/13-301.  

Similarly, if Access to Broadband Services is added as a supported telecommunications service 

based on an analysis of the factors provided in Section 13-301(2)(a) as explained in part II.B.2, 

supra, such regulation also would be expressly permitted by 220 ILCS 5/13-301.  Further, 

because the definition of Access to Broadband Services is based completely on 47 C.F.R. § 54.7, 

which provides for how universal service funding may be used, any Commission regulation 

again would be only to the extent expressly permitted by the FCC’s own regulations. 

 Mr. Stidham’s testimony also is incorrect regarding the adoption of Access to Broadband 

Services requiring regulation of “rates” for broadband in violation of Section 13-804.  (Stidham 

Add’l Reb., AT&T Illinois Ex. 1.3 at 7:144 – 8:156)  While Section 13-301(2)(c) states that the 

Commission shall “establish an affordable price for the supported telecommunications services 

for the respective incumbent local exchange carrier,” the statute does not require that this 

“affordable price” be set by the Commission as the “rate” for that service.  Indeed, the statute 

itself differentiates “affordable price” from the rates charged by a carrier, stating that the 

“affordable price shall be no less than the rates in effect at the time the Commission creates a 

fund pursuant to this item.”  Moreover, because as stated above it is within the Commission’s 

power to define and declare that “supported telecommunications services” includes Access to 

Broadband and Section 13-301(2)(c) expressly permits the establishment of an “affordable price” 

for that service, such action would not be prohibited by Section 13-804.  

 Nor is Mr. Stidham correct in his analysis of GCHC’s determination of an “affordable 

rate” to be established by the Commission for Access to Broadband Services as required by 
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Section 13-301(1)(d).  (Stidham Add’l Reb., AT&T Illinois Ex. 1.3 at 6:126 – 7:138)  The 

“affordable rate” established by the Commission is not the rate that a carrier must charge 

customers for a supported service.  For example, as stated in Mr. Rubins Direct Testimony 

(GCHC Exhibit 1.0 at 6:132-137), GCHC charges an average of $17.67 per month on average 

for basic local service while the “affordable rate” for the existing nine supported services is 

$20.39 per month.  The establishment of an “affordable rate” by the Commission pursuant to 

Section 13-301(1)(d) for a supported service is done for purposes of determining the amount of 

IUSF funding for which carriers may be eligible, not to set the actual rate to be charged by 

carriers for their services. Further, GCHC has not taken the position that “broadband must be 

made affordable” or argued for broadband “price relief” as suggested by Mr. Stidham.   

 As for the regulation of “availability” of broadband (see Stidham Add’l Reb., AT&T 

Illinois Ex. 1.3 at 7:139-142), pursuant to the FCC/USF Order the FCC now requires rate-of 

return carriers to make broadband as defined in the order available to all customers upon 

reasonable request.  Accordingly, to the extent adding Access to Broadband Services to the list 

of supported services in Illinois imposes the same requirement for universal service as discussed 

supra at pp. 7-8, then such regulation would fall with the exception provided in Section 13-804 

for regulation permitted by and consistent with federal law and the regulations of the FCC.  

Again, as discussed above, nothing in GCHC’s proposal calls for the Commission to set or 

regulate rates for broadband services 

 Thus, for the reasons set forth in parts II.B.1 and/or II.B.2 above, the Commission should 

find that a revision of the group of Illinois supported services constituting universal service to 

include Access to Broadband Services is appropriate. 
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III. The Affordable Rate for Access to Broadband Services Should be Set at $15.46 per 
Line per Month 

 If the Commission determines that Access to Broadband Services should be made a 

supported telecommunications service, the Commission must establish an “affordable rate” to be 

used in determining whether a carrier is eligible for IUSF funding for this service.  220 ILCS 

5/13-301(1)(d).  The term “affordable rate” is undefined by the PUA, and Section 13-301 

provides no guidance on how it is to be determined.  See Second Interim IUSF Order at p. 20.  

While the Commission had established an affordable rate of $20.39 per line per month for the 

existing nine supported telecommunications services adopted in the Second Interim IUSF Order 

(Rubins Dir., GCHC Ex. 1.0 at 6:132-135), GCHC does not believe it would not be appropriate 

to apply this existing affordable rate to a new and different supported telecommunications 

service that was not considered as part of the analysis underlying that amount. 

 GCHC has presented testimony to establish an affordable rate for Access to Broadband 

Services from the “ground up” based on the premise that the purposes of this figure is to (a) 

represent an amount all customers in Illinois could “afford,” including low income customers, 

and (b) be an amount that would promote the concept of this service being “universal” – i.e., that 

virtually all customers would be willing to pay the rate to purchase the service.  (See Rubins 

Supp. Dir. and Reb., GCHC Ex. 3.0 at 17:363-371) 

 GCHC started with an FCC February 2010 survey finding that 35% of Americans – over 

107 million people based on 2009 population estimates – did not have broadband service.  

(Rubins Dir., GCHC Ex. 1.0 at 155-157 & n.3)  Of the persons surveyed, 36% stated that cost 

was the reason they did not have access to broadband services.  (Id. at 7:157 – 8:159)  Using 

available figures for 2008, the federal poverty income level for a family of four was $21,200, 

which equals 37.7 % of the $56,230 median Illinois household income in 2008.  (Id. at 8:159-
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161)  Turning to the average cost facing consumers, according to the FCC’s survey, the average 

monthly cost for access to broadband services was approximately $41.00.  (Id. at 8:162-163)  

37.7% of the $41.00 average monthly cost for access to Broadband is $15.46.  To equalize the 

impact of the cost for Access to Broadband Services on an average family at the poverty level to 

that of a household with a median level of income, the ratio of poverty income level to median 

Illinois household income level (37.7%) was multiplied against the average monthly cost for 

access to broadband services ($41.00), resulting in $15.46.  (Id. at 8:160-166)  To meet the goal 

of promoting universal adoption, this amount was checked against findings in the FCC survey 

showing 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, and found to be right in the center of that range.  (Id. at 

8, n.5)  Based on this analysis, GCHC proposes that the Commission establish an affordable rate 

for Access to Broadband Services in the amount of $15.46. 

 Other parties submitted testimony critiquing GCHC’s proposed methodology to establish 

an affordable rate for Access to Broadband Services, mainly on the ground that GCHC proposes 

a separate affordable rate for Access to Broadband Services rather than in conjunction with the 

other nine previously adopted supported services.  (See Schoonmaker Reb., IITA Ex. 2.0 at 

16:328-333, 17:352-355)  The language of Section 13-301, however, nowhere states that the 

“affordable rate” must be calculated on a combined basis, and such a reading would 

unnecessarily deprive the Commission of its ability to create a universal service fund that 

provides an appropriate level of support for each of the supported service, which may vary 

widely from each other.  (See Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 16:353 - 17:360)   

 Furthermore, it is significant that while they may have critiqued GCHC’s proposed 

affordable rate, no other party has proposed a different methodology or actual affordable rate for 

the Commission to consider, and if Access to Broadband Service is adopted by the Commission 
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as a supported service, an affordable rate must be established.  Here, only GCHC has proposed 

an affordable rate for Access to Broadband Services, one that is based upon a sound 

methodology and objective data that is aligned with the public policy goals underlying the 

concept of universal service.  (Id. at 17:363-368)   Under such circumstances, if the Commission 

adopts Access to Broadband Services as a supported telecommunications service under Section 

13-301(2)(a), the Commission should adopt GCHC’s proposal that $15.46 per line be established 

as the affordable rate for Access to Broadband Services.  See In re North Shore Gas Co., ICC 

Docket Nos. 09-0166 & 09-0167 Consol. (Order Jan. 21. 2010) at pp. 128-129 (adopting 

proposal by Staff for a basis point adjustment to ROE of rider-related items where the 

Commission determined that an adjustment was appropriate, but only Staff submitted a 

methodology or estimate of the impact while the utility merely argued that no adjustment was 

appropriate and did not make an alternate proposal). 

IV. GCHC Plan for Determining IUSF Funding for Access to Broadband Services 

 Under Section 13-301(1)(d), whether a carrier is eligible to receive funding for a 

supported telecommunications service from the IUSF and the amount of that funding is 

determined by comparing the carrier’s “economic costs” of providing that service to the 

“affordable rate” for that service established by the Commission.  If the carrier’s economic costs 

for providing the service exceed the established affordable rate, IUSF funding should be 

provided in the amount of that difference, less any federal universal support received for those 

same or similar costs.  220 ILCS 5/13-301(1)(d). 

 As discussed in the previous section, the Commission should establish the affordable rate 

for Access to Broadband Services at $15.46 per line.  With respect to the “economic costs” of 

“Access to Broadband Services,” GCHC proposes that the Commission adopt a different 

approach than the “rate of return” analysis that although critiqued by the Commission itself, has 
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remained the basis for determining economic costs for the other nine supported 

telecommunications services since the IUSF was established over ten years ago.  Section 13-

301(2)(a) provides not only that the Commission must review and, if appropriate, revise the 

group of supported services, but the “terms of the fund” as well to reflect changes or 

enhancements in telecommunications needs, technologies, and available services.  As explained 

below, given the nature of Access to Broadband Services and the need of rural 

telecommunications customers for investment in plant and infrastructure to get access to 

broadband the Commission should use the actual costs a carrier spends in excess of the 

affordable rate per line per year on plant or facilities that provide or support the provision of 

broadband service, as established by actual invoices evidencing the expenditures. 

A. IUSF Funding for Access to Broadband Services Should be Determined by 
the Amount a Carrier’s Actual Costs Exceed the Affordable Rate Up to the 
Amount of the Carrier’s Annualized Affordable Rate 

1. The Actual Costs for Access to Broadband Services Should be Used as its 
“Economic Costs” 

 While Section 13-301(1)(d) requires the Commission to use “economic costs” to 

determine a carrier’s eligibility for and funding from the IUSF, it does not define what 

“economic costs” means for these purposes, although the PUA provides that the Commission 

may use “proxy cost.”  In its Second Interim IUSF Order entered in September, 2001, although 

the Commission concluded that “economic costs” for the nine supported services then identified 

by the FCC should be forward-looking costs generated by an economic model (i.e., the HAI 

model), the funding requests and amounts authorized by the Commission actually were based on 

revenue deficiencies for each carrier calculated using a rate of return analysis.  (Second Interim 

IUSF Order at pp. 5, 13, 17, 36-37; In re Alhambra-Grantfork Tele. Co., ICC Docket No. 04-

0354 Order (October 19, 2005) at pp. 26-27 (“Alhambra”))   This rate of return analysis was 
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encapsulated into a form to be submitted by each carrier seeking funding called the Schedule 

1.01.  (Rubins Dir., GCHC Ex. 1.0 at 10:202-212; Rubins Reb., GCHC Ex. 2.0 at 18:352-354; 

Second Interim IUSF Model at pp. 6-14)  

 While GCHC does not challenge the Commission’s authority or decision to continue 

using the Schedule 1.01 rate of return analysis as an option to determine IUSF funding, the 

evidence presented by GCHC as well as the Commission’s own prior evaluations of this method 

have concluded that it has many shortcomings.  As demonstrated in the testimony of Mr. Scott 

Rubins (who was himself involved in originally developing the Schedule 1.01), there is no direct 

link between the actual economic costs of supported services and the amount of IUSF received 

by carriers under the rate of return approach, and it can create disincentives for a carrier to 

control its costs.  (Rubins Dir., GCHC Ex. 1.0 at 9:196 – 10:216; Rubins Reb., GCHC Ex. 2.0 at 

12:199 – 15:264)  Mr. Rubins supported these conclusions with specific examples of how the 

rate of return methodology can eliminate the incentive for a rate of return carrier operating as a 

“cost company” to act efficiently.  (Rubins Reb., GCHC Ex. 2.0 at 12:212 – 14:259) 

 Mr. Rubins’ concerns have been echoed by the Commission itself in prior orders in 

which it accepted the use of the rate of return methodology only due to the absence of a better 

alternative.  In the Second Interim IUSF Order  (at p. 38), the Commission concluded:   

Likewise, while the rate of return information submitted by the IITA 
companies is useful, we do not have unlimited confidence in [Rate of 
Return (“ROR”)] results as a basis for determining any individual 
company’s eligibility for, and required level of, USF support. We note that, 
in the great majority of cases, the ROR results submitted by the IITA 
companies in this proceeding are the first such filings that we have seen 
from these companies in many years.  Accordingly, we have little basis for 
comparison to prior years. Moreover, the filings submitted in this 
proceeding were necessarily cursory, and we understand that while Staff 
scrutinized the filings with as much care as possible under the 
circumstances, very substantial time constraints have confronted the 
Commission and the other parties throughout this proceeding. Finally, ROR 
results, by their very nature, do not reveal information specific to the costs 
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and revenues of the set of services that we determine to be potentially 
eligible for IUSF support. Rather, ROR results apply to the entire company 
on an overall basis. ROR therefore is inherently an inappropriate tool for 
the task at hand, and cannot be relied upon to the exclusion of forward-
looking cost analyses. Accordingly, we cannot place much reliance upon 
the ROR information available to us. 

(emphasis added)  Several years later, the Commission reaffirmed this conclusion in Alhambra 

(at p. 26), stating: 

 The Commission observed that both the HAI economic models and the 
ROR approach had serious limitations in terms of calculating USF support.  
Among other things, the HAI model tends to significantly overstate relevant 
costs.  Rate of return analyses also have many shortcomings, one being that 
“ROR results, by their very nature, do not reveal information specific to the 
costs and revenues of the set of services that we determine to be potentially 
eligible for IUSF support. Rather, ROR results apply to the entire company 
on an overall basis.” (2nd Interim Order at 36-37).    

Further, the Commission has clarified that “nothing in the Act or the Commission’s prior orders 

entitled each recipient LEC seeking additional USF support to a specified rate-of-return.”  In re 

Illinois Independent Telephone Association, ICC Docket Nos. 00-0233/00-0355 Cons. (Fourth 

Interim Order Apr. 7, 2004) at p. 8 (Fourth Interim IUSF Order”); In re Illinois Independent 

Telephone Association, ICC Docket Nos. 00-0233/00-0355 Cons. (Order Sept. 29, 2009) at pp. 

5-6 (“Final IUSF Order”). 

 In conjunction with acknowledging the shortcoming of the rate-of-return approach it 

adopted in the Second Interim IUSF Order, the Commission also has expressed that this 

approach “was a stopgap measure, which might be inadequate for future use,” and that 

“[n]othing requires the Commission to use the same generic criteria used in establishing the USF 

and eligibility for USF support when evaluating a individual LEC’s request for additional 

subsidization.”  Fourth Interim IUSF Order  at p. 8; Final IUSF Order at pp. 5-6.  The 

Commission, therefore, has concluded that it is not required to use the same “hardly ideal” 

approach employed in the Second Interim IUSF Order, and has stated that if an alternative 
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approach is proposed, it “will be duly considered.”  Alhambra at p. 27.  Thus, it is undisputed 

that the Schedule 1.01 rate of return analysis the Commission has authorized to be used in the 

past is not necessary for meeting the statutory requirements related to IUSF, and that the 

Commission is not bound to use the same criteria to determine IUSF eligibility and funding in 

the future.  (Rubins Reb., GCHC Ex. 2.0 at 25:505- 26:514; GCHC Ex. 2.19; Stidham Dir., 

AT&T Illinois Ex. 1.0 at 8:162-166)     

 It is in this context that GCHC proposes an alternative approach as was invited by the 

Commission for consideration in Alhambra to determine “economic costs” and funding in 

connection with the addition of Access to Broadband Services as a supported 

telecommunications service.6  Assuming Access to Broadband Services is added as a supported 

telecommunications service pursuant to Section 13-301(2)(a), GCHC has proposed a plan 

whereby a carrier may elect to have its IUSF eligibility and funding determined by using its 

actual invoiced costs for Access to Broadband Services each year act as the “economic costs” for 

that service, to be compared to the annualized affordable rate for Access to Broadband Services 

during that year (the carrier’s number of lines * 12 * $15.46) to see if those costs exceed the 

affordable rate..  (Rubins Dir., GCHC 1.0 at 9:185-195; Rubins Sur., GCHC 5.0 at 9:202-26)   In 

other words, a carrier’s “economic costs” for Access to Broadband Services would be its actual 

invoiced costs for “plant that can, either as built or with the addition of plant elements, when 

available, provide access to advanced telecommunications and information services.”    (Rubins 

Sur., GCHC 5.0 at 12:277 – 13:288, 13:292-301)  As Mr. Rubins testified, the actual cost spent 

on this supported service is “true non-disputable economic cost.”  (Rubins Dir., GCHC Ex. 1.0 at 

                     
6 In GCHC’s testimony, the plan was presented as an alternative option eligible for all carriers to elect if they 
desired. (See Rubins Dir., GCHC Ex. 1.0 at 11:237 – 12:245; Rubins Sur., GCHC Ex. 5.0 at 10:217-225).  Given, 
however, that all the carriers other than GCHC have elected to pursue funding via the Schedule 1.0 method 
requested in the IITA’s petition and stipulation with AT&T Illinois, GCHC’s plan has, in essence, become a request 
for funding solely for the GCHC companies on the basis herein presented. 



 

 
27 

9:193-195)  If a carrier spends more than its annualized affordable rate for Access to Broadband 

Services on such items in a year, as demonstrated with invoices showing such costs, then the 

carrier would be eligible for IUSF funding in the amount of that difference.   

 Using a carrier’s historic actual invoiced costs for spending on Access to Broadband 

Services as economic costs for IUSF funding is appropriate for several reasons.  First, in its more 

recent orders concerning IUSF, the Commission itself has indicated an interest in examining 

individual carrier’s actual costs associated with providing the telecommunications services 

supported by universal service funding.  Fourth Interim IUSF Order at p. 8; Final IUSF Order at 

p. 6.  The Commission stated that to address its concerns regarding IUSF funding would require 

“an individual examination of each LEC’s actual costs of providing supported services and 

whether those costs are reasonable.”  Final IUSF Order at p.13.  GCHC’s proposal to use actual 

invoiced costs for Access to Broadband Services meets this concern expressed by the 

Commission by tying the actual costs for the supported service to funds provided from the IUSF.  

(Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 12:262-13:267)  As Mr. Rubins of GCHC 

testified:  “Under [the] GCHC plan, the Commission will be able to identify, locate and 

specifically justify each and every dollar spent in IUSF funding, unlike today’s process whereby 

the Commission has no information on how funds are spent.”  (Id. at 12:250-253) 

 This leads to a second reason why using actual invoiced costs for Access to Broadband 

Services as proxy costs for IUSF funding is superior to the current HAI forward looking cost 

modeling and rate of return analysis:  it will create a direct link between a carrier’s real cost of a 

supported service and the amount of IUSF received by the carrier.  (Rubins Dir., GCHC Ex. 1.0 

at 10:205-212; Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 12:247-250)  By tying IUSF 

funding to a carrier’s actual costs for spending on Access to Broadband Services, the 

Commission can be sure that the public funds received by the carrier are used for their actual 
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intended purpose.  (Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 13:285 – 14:303)  Under 

GCHC’s proposal, “there would be actual proof and accountability that a carrier was investing in 

a supported service.”  (Rubins Sur., GCHC Ex. 5.0 at 9:211 – 10:214)  This would protect 

against the use of IUSF funding for inappropriate items that carriers have been able to or have 

attempted to subsidize through the rate of return method of determining IUSF funding, such as, 

for example, floral arrangements, advertisements for wireless services, croissants and Christmas 

party expenses.  (Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 14:297-303; Everson Dir., Staff 

Ex. 2.0 at 8:160-168)  This approach is also consistent with the goal expressed by the FCC  in 

the FCC/USF Order to “demand accountability” by requiring a showing that IUSF funds are 

being used for their intended purpose.  (Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 12:254-

262) 

 Finally, it should be recognized that using actual invoiced costs as economic costs is 

especially appropriate for Access to Broadband Services given the nature of this 

telecommunications service.  The Commission based its decision to use the forward looking 

costs generated by the HAI model as the economic costs for the original supported services in the 

Second Interim IUSF Order (at p. 14) because it was consistent with how the term “economic 

costs” generally was recognized in proceedings “dealing with telephony.”  As recognized by the 

Supreme Court of Illinois in Illinois-Indiana Cable Telephone Association v. Illinois Commerce 

Commission, however, “telecommunications services” is much broader than “telephony.”  55 Ill. 

2d 205, 219.  Thus, the past general understanding of “economic costs” with respect to 

traditional voice telephone service may not be applicable to all “telecommunications services.”  

This is the case with respect to Access to Broadband Services.  By its very definition discussed 

in section II.A above (supra at pp. 6-10), Access to Broadband Services – consistent with the 

PUA’s definition of “telecommunications services” in Section 13-203 – is plant that provides 
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access to advanced telecommunications and information services.  The economic costs of such a 

service, therefore, are the actual monies spent on investment in such plant facilities – i.e., the 

cost of purchasing and installing plant that provides or supports the provision of broadband as 

defined in the FCC/USF Order.7  (Rubins Sur., GCHC Ex. 5.0 at 12:278 – 13:288)    

Accordingly, the Commission should adopt the GCHC proposal to use actual invoiced costs as 

the economic costs of Access to Broadband Services.8 

2. The Carrier’s Annual Funding for Access to Broadband Services Should 
be Limited to an Amount Equal to its Annualized Affordable Rate 

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

proposes that IUSF funding determined under GCHC’s proposal be capped at an amount equal to 

a carrier’s annualized affordable rate for Access to Broadband Services, i.e., $15.46 per line per 

month for twelve months.  (Rubins Dir., GCHC Ex. 1.0 at 8:167 – 9:181)  Under this proposal, 

should a carrier’s investment be more than the amount of this affordable rate, then the company’s 

receipt of IUSF funding for Access to Broadband Services would be capped at $15.46 per line 

per month.  (Id.)  This will serve the same purpose that the rate of return result serves vis-à-vis 

the HAI model results for economic costs in the funding method established by the Commission 

for the original supported services in the Second Interim IUSF Order.  See Alhambra at pp. 26-

27 (“the ROR result is sometimes described as a limit or cap on the amount of funding to be 

allowed”).  No party expressed opposition to this portion of GCHC’s proposal in their testimony. 

                     
7 The nature of Access to Broadband Services as defined also leads to the conclusion that there are no “implicit 
subsidies contained in rates or charges” to be identified, if any, by the Commission pursuant to Section 13-301(2)(b) 
of the Act.  No party has submitted testimony to the contrary. 
8 As discussed in Mr. Rubins testimony, upon election of a carrier (here, only elected by the GCHC companies), the 
actual invoiced costs spent on Access to Broadband Services (up to the cap discussed in the next section) would act 
as the proxy costs for determining a carrier’s IUSF funding.  Once received, however, such funds legally could be 
used to support any of the supported telecommunications services established by the Commission pursuant to 
Section 13-301(2)(a) of the Act.  (See Rubins Sur., GCHC Ex. 5.0 at 9:202 – 10:216) 
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 B. Funding Requested for Geneseo, Cambridge and Henry County 

 As stated in the FCC/USF Order, small rate-of-return carriers such as Geneseo, 

Cambridge and Henry County are now expected to provide broadband service at speeds of at 

least 4 Mbps downstream and 1 Mbps upstream “upon reasonable request.”  (GCHC Ex. 3.2 at ¶ 

206)  The GCHC companies are small carriers that have large portions of their service territories 

and customers located in rural areas.  (Rubins Dir., GCHC Ex. 1.0 at 1:10-15)  These are exactly 

the type of areas recognized by the FCC as being some of “the country’s most difficult and 

expensive areas to serve,” facing “economic challenges” to extend broadband as required by the 

FCC.  (GCHC Ex. 3.2 at ¶ 26)  GCHC’s existing network cannot meet the FCC’s new 

requirement for broadband service and requires significant upgrading to do so.  (See Rubins 

Supp. Dir. and Reb., GCHC Ex. 3.0 at 11:234 – 12:243)  None of the GCHC companies received 

any of the $400 million in funds distributed in Illinois from the American Reinvestment and 

Recovery Act of 2009 and State of Illinois matching funds designated for improving access to 

broadband, as the county served by GCHC in western Illinois (Henry County) received none of 

these funds.  (Rubins Dir., GCHC Ex. 1.0 at 12:266 – 13:283)  Thus, to the extent GCHC’s 

actual costs for Access to Broadband Services exceed the affordable rate set by the Commission, 

the GCHC companies clearly have a need for IUSF support to provide this universal service. 

 With respect to Access to Broadband Services, based on the analysis in the sections 

above, the Commission should authorize IUSF funding to the GCHC companies by the amount 

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

Broadband Services exceeds the affordable rate of $15.46 per access line per month per year, up 

to the cap amount discussed above.  For example, Geneseo’s annualized affordable rate is 

$1,100,139 (5,931 * 12 * $15.46).  Thus, each year, Geneseo will be eligible for IUSF funding 

for its actual invoiced costs spent on Access to Broadband Services in excess of $1,100,139 up to 
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$1,100,139.  So, if Geneseo spends $1,200,000 in year “20XX” on Access to Broadband 

Services, then it would receive $99,861 in IUSF in year “20XX+1” ($1,200,000 - $1,100,139 = 

$99,861).  If Geneseo spends $900,000 on Access to Broadband Services in year “20XX,” then it 

would receive no IUSF funding in year “20XX+1”.  If Geneseo spends $2,200,278 or more on 

Access to Broadband Services in year “20XX,” it would receive the maximum IUSF of 

$1,100,139 in year “20XX+1”.   

 Accordingly, the Commission should order that the GCHC companies be eligible for 

IUSF funding for Access to Broadband Services of up to the amounts shown in the chart below: 

(a) 
 

Company 

(b) 
 

Number of 
Access 
Lines 

(c) 
 

Annualized Affordable 
Rate 

[Col. (b) * 12 * $15.46]

(d) 
 

Maximum 
Annual Spend on 

Access to 
Broadband 

Services Eligible 
for IUSF 

[Col. (c) * 2] 

(e) 
 

Maximum IUSF 
Funding 

Geneseo 5,931 $1,100,139 $2,200,278 $1,100,139 

Cambridge 1,199 $222,438 $444,876 $222,438 

Henry County 1,116 $207,040 $414080 $207,040 

 

(Rubins Dir., GCHC Ex. 1.0 at 11:224-236; GCHC Ex. 2.1)  The actual amount of funding 

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

(i.e., economic costs) for capital, installation and improvement costs for its direct deployment of 

Access to Broadband Services above the affordable rate, up to the cap, as shown in column (e) in 

the chart above.  (Rubins Dir., GCHC Ex. 1.0 at 11:224-236) 

 As GCHC reasonably expects the final Order in this matter to be issued no later than 
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sometime in early to mid-2013, GCHC proposes that to implement this funding plan, GCHC 

have up to 60 days from the date of the final Order in these dockets to submit its annual spending 

on Access to Broadband Services for the calendar year 2012 to determine the amount of IUSF 

funding it would be eligible for in 2013, up to the cap.  Subsequently, GCHC proposes that each 

year, the carriers must submit their invoices to demonstrate actual costs for Access to Broadband 

Services in the previous year no later than the last day of February, which will be used to 

determine the amount of IUSF funding for that year, up to the cap.  Further, if an electing carrier 

fails to claim any amounts in a given year, then that amount will be used to offset the following 

year’s contribution rate.  (Rubins Dir., GCHC Ex. 1.0 at 9:181-182) 

V. The Existing IUSF Should Expire After Eight Years 

 As Staff Witness Jeffrey Hoagg pointed out in his Direct testimony, “The Illinois USF is 

funded by ‘public monies’ – i.e., funds collected from telephone subscribers around the state. 

The Commission’s decisions in this proceeding should serve the general public interest.” (ICC 

Staff Exhibit 1.0 at 6:119-120)  In furtherance of protecting the general public interest, GCHC  

proposes that the Commission include in its final Order a “sunset” provision whereby, barring 

any interim modification by the Commission, the IUSF would terminate at the end of an eight 

year time frame.  (Rubins Supp. Dir. and Reb., GCHC Ex. 3.0 at 18:383-391; Rubins Sur., 

GCHC Ex. 5.0 at 10:226-234)  The eight year period is adopted from the timeframe used by the 

FCC in the FCC/USF Order to phase out intercarrier compensation.  (Rubins Supp. Dir. and 

Reb., GCHC Ex. 3.0 at 18:385-388)   Such a provision will help to prevent ratepayers from 

paying for IUSF funding indefinitely without reconsideration of whether or not such funding 

actually remains necessary.  (Rubins Sur., GCHC Ex. 5.0 at 10:23-234)  With respect to Access 

to Broadband Services, it is GCHC’s position that the time limit will encourage sufficient 

investment in Access to Broadband Services such that there will not be a need for further funding 






