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The Staff of the Illinois Commerce Commission (“Staff”), by and through its 

counsel, and pursuant to Section 200.800 of the Commission’s Rules of Practice, 

83 Ill. Adm. Code 200.800, respectfully submits its Reply Brief in the above-

captioned matter.  

 

I. Reply to Geneseo 

 
 The Geneseo Telephone Company, Cambridge Telephone Company and 

Henry County Telephone Company (collectively “Geneseo”) urge the 

Commission to: (a) revise the list of services supported by the IUSF to include 

broadband services; (b) establish an affordable rate for such services of $15.46 

per line per month; and (c) award Geneseo the collective sum of $1,529,797.00, 

divided as follows: $1,100,319.00 for Geneseo, $222,438.00 for Cambridge, and 

$207,040.00 for home. Geneseo Initial Brief at 1-4, and generally. Geneseo 

argues that the Commission not only should, but indeed “must include broadband 

services” in the list of services supported by the IUSF, Id. at 2, and that: “adding 

Access to Broadband Services to the group of 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.” Id. at 

5-6. The Commission should reject Geneseo’s arguments, and deny its request. 

 As an initial matter, Staff strongly supports making broadband services 

available to all Illinoisans. The policy of the State is to foster the deployment and 

adoption of broadband services. See, generally, 20 ILCS 661/1, et seq. (High 

Speed Internet Services and Information Technology Act); 220 ILCS 5/13-804. 
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Likewise, the Staff is certain that the Commission has the authority to determine 

that broadband services be supported. Section 13-301(2)(a) of the Public Utilities 

Act authorizes the Commission to: “[d]efine the group of services to be declared 

‘supported telecommunications services’ that constitute ‘universal service’.” 220 

ILCS 5/13-301(2)(a).  

Whether the Commission should determine that broadband services be 

supported by the IUSF in this phase of the proceeding is another question 

altogether. As noted above, Geneseo argues that the FCC has effectively 

declared broadband to be a supported service, and broadband is therefore, by 

operation of law, an IUSF-supported service in light of the Illinois statutory 

mandate that IUSF-supported services: “shall, at a minimum, include those 

services … defined [as such] by the [FCC] … as from time to time amended.” 

220 ILCS 5/13-301(2)(a).  

This is simply not the case, however. The FCC has done no such thing. In 

fact, the FCC’s revised rule defining federally-supported services reads in its 

entirety as follows: 

(a) Services designated for support. Voice Telephony services shall 
be supported by federal universal service support mechanisms. 
Eligible voice telephony services must provide voice grade 
access to the public switched network or its functional 
equivalent; minutes of use for local service provided at no 
additional charge to end users; access to the emergency 
services provided by local government or other public safety 
organizations, such as 911 and enhanced 911, to the extent the 
local government in an eligible carrier's service area has 
implemented 911 or enhanced 911 systems; and toll limitation 
services to qualifying low-income consumers as provided in 
subpart E of this part. 
 



 3 

(b) An eligible telecommunications carrier must offer voice 
telephony service as set forth in paragraph (a) of this section in 
order to receive federal universal service support. 

 

47 C.F.R. §54.101 (emphasis added) 
 

 The FCC’s rule calls for support of “voice telephony services” and the 

provision of “voice grade access”, which – it need hardly be said – is not 

broadband. Broadband is not mentioned in the FCC rule. In short, Geneseo’s 

argument that the Commission is required to declare broadband a supported 

service by operation of Section 13-301(2)(a) fails from the outset.  

 Geneseo concedes, as it must, that the FCC did not add access to 

broadband to the list of federally-supported services. Geneseo Initial Brief at 6. 

Undeterred by this, however, Geneseo advances another rationale for the 

ostensible requirement that the Commission approve IUSF funding for 

broadband services. Geneseo points to the FCC’s statement that it will: “require 

that recipients use their support in a manner consistent with achieving universal 

availability of voice and broadband.” FCC / USF Order, ¶205; see also Geneseo 

Initial Brief at 6-7. Further, Geneseo notes that the FCC amended Rule 54.7 to 

read, in relevant part that: “[t]he use of federal universal service support … 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.” 47 C.F.R. §54.7(b). According to Geneseo, these two 

pronouncements, taken together, amount to an FCC declaration that broadband 

is a supported service.  
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 This argument requires one to infer that the FCC added broadband to the 

list of supported services by implication, a curious argument when the FCC 

specifically declined to add broadband to the list of supported services in its 

actual rule. The Commission should not give any credence to this argument. 

 Moreover, the fact that the FCC rules require carriers receiving high-cost 

support to make:  “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[,]” does not amount to a 

determination that broadband is a supported service; in fact, this requirement is 

easily reconciled with the FCC’s actual ruling that broadband is not a supported 

service. In implementing its amended Rule 54.101, the FCC favorably cited 

comments which noted that: “f]iber networks are . . . more efficient, and more 

reliable than the legacy copper network. … [and] are cheaper to maintain and 

have fewer potential points of failure than copper lines.” Report and Order and 

Further Notice of Proposed Rulemaking, ¶64, n.72, In the Matter of Connect 

America Fund / A National Broadband Plan for Our Future / Establishing Just and 

Reasonable Rates for Local Exchange Carriers / High-Cost Universal Service 

Support / Developing an Unified Intercarrier Compensation Regime / Federal-

State Joint Board on Universal Service Lifeline and Link-Up / Universal Service 

Reform – Mobility Fund, FCC No. 11-161, WC Docket No. 10-90, GN Docket No. 

09-51, WC Docket No. 07-135, WC Docket No. 05-337, CC Docket No. 01-92, 

CC Docket No. 96-45, WC Docket No. 03-109, WT Docket No. 10-208 (Adopted: 

October 27, 2011; Released: November 18, 2011) (ICC / USF Order). The FCC 



 5 

further observed that: “the forward-looking cost of deploying voice- and 

broadband-capable networks today is generally not significantly higher than 

deploying voice-only networks[,]” and that, accordingly, “although [the FCC is] 

updating the high cost fund to support modern voice and broadband networks, [it 

is] not increasing the overall size of the fund to do so.” Id. In short, it is clear that 

the FCC directed carriers to use high-cost support, not necessarily to build out 

broadband facilities, but to build voice facilities that are broadband-capable, such 

as fiber-optic networks. Furthermore, the FCC was confident that the broadband-

compatibility requirement would not increase the fund size, whereas Geneseo’s 

proposal is certain to do so. In other words, the FCC rule is a far cry from the 

requirement that Geneseo seeks to impose.  

Furthermore, even if one is prepared to accept the notion that broadband 

service should be supported, there remains the issue of how to define broadband 

service, and here again, Geneseo provides little insight. Indeed, as the Illinois 

Bell Telephone Company (AT&T Illinois) correctly observes, Geneseo has 

advanced as many as three definitions in this proceeding. AT&T Illinois Initial 

Brief at 10-11. As AT&T Illinois further correctly notes: “[t]here is one common 

theme to each of these definitions. [In each, Geneseo] is really asking that the 

definition of the term “Access to Broadband Service” be based on how the 

[I]USF-funded carrier would be able to spend fund received, not on a specific 

service that would be available to an end-user customer, i.e., a supported 

service.” Id. at 11. Geneseo’s position is completely at odds with both state and 

federal policy, which stand for the proposition that end-user customers, not 
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subsidized companies, are intended to be the beneficiaries of high cost support. 

See 220 ILCS 5/13-102(a) (“universally available and widely affordable 

telecommunications services are essential to the health, welfare and prosperity 

of all Illinois citizens”) (emphasis added); 47 U.S.C. §254(b)(3)(“Consumers in all 

regions of the Nation, including … those in … high cost areas, should have 

access to telecommunications and information services … that are reasonably 

comparable to those services provided in urban areas and that are available at 

rates that are reasonably comparable to rates charged for similar services in 

urban areas”)(emphasis added).  

Geneseo’s plan is contrary to law in other respects. Instead of using the 

economic costs of providing broadband service to set the subsidy amount, as 

required by Section 13-301(1)(d), Geneseo proposes to use “actual invoiced 

costs”. Geneseo Initial Brief at 26. In the proceeding that established the IUSF, 

the Commission found that, “[t]he term ‘economic cost’ is undefined in the statute 

but its use is pervasive in Commission proceedings dealing with telephony where 

it has generally been recognized as involving forward-looking costs, as opposed 

to embedded costs.” Second Interim Order at 14, Illinois Independent Telephone 

Association: Petition for initiation of an investigation of the necessity of and the 

establishment of a Universal Service Support Fund in accordance with Section 

13-301(d) of the Public Utilities Act / Illinois Commerce Commission On Its Own 

Motion: Investigation into the necessity of and, if appropriate, the establishment 

of a Universal Support Fund pursuant to Section 13-301(d) of the Public Utilities 

Act, ICC Docket Nos. 00-0233 / 00-0335 (Consolidated)(September 18, 
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2001)(emphasis added). Here, Geneseo is proposing to define economic costs 

as embedded costs, in a manner contrary to Commission Order and the statute. 

Geneseo’s methodology for calculating an affordable rate, see Geneseo 

Initial Brief at 20, et seq., should likewise be rejected. Geneseo proposes a rate 

that is purports 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.” Id. at 20. In 

fact, what Geneseo does is take the average monthly cost of broadband services 

– calculated to be $41.00 – and divide it by 37.7%, yielding $15.46. Id. at 20-21. 

This is ostensibly: “[t]o 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 former being 37.7% of the latter. Id. at 21. 

This would be laudable if Geneseo was planning to offer broadband 

services to some discrete group of impoverished Illinoisans. As far as is known, it 

is not, however. Geneseo’s proposed affordable rate is not intended to benefit 

Illinoisans of modest means, but rather to be used to determine the subsidy 

amount Geneseo would receive under its proposal. Baldly put, the lower the 

affordable rate, the higher the subsidy Geneseo receives.   

While Geneseo argues that no other party has proposed an affordable 

rate, Geneseo Initial Brief at 21-22, this is no basis for adopting Geneseo’s.1 The 

key to establishing an affordable rate for a service is setting it at a level 

                                                 
1
  Or indeed any affordable rate. The Commission need not set an affordable rate for a 

service not supported by the IUSF, and it should not on this record declare access to broadband 
a supported service. 
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reasonably comparable to rates charged elsewhere. 47 U.S.C. §254(b)(3). In its 

Second Interim Order, the Commission established the affordable rate for 

supported telecommunications services by using a Verizon (now Frontier) rate 

that was then paid by Verizon customers in Verizon service territories: 

“comparable to IITA members with respect to customer density, economic 

demographics, and operational requirements.” Second Interim Order at 32. The 

Commission further found that: “[t]he [affordable] rate [adopted] is also 

reasonably comparable to rates in urban areas.” Id. 

In the context of this proceeding, it is clear that the only “reasonably 

comparable” rate in evidence is $41.00, that being – as Geneseo concedes - the 

average monthly cost for broadband service throughout the country. Geneseo’s 

“affordable rate”, in contrast is set at less than 38% of that average monthly cost. 

This is in no way “reasonably comparable” to what other U.S. or Illinois 

customers pay. Geneseo’s affordable rate calculation is fatally defective and 

must be ignored. 

II.  Reply to Cable Television and Communications Association 

 
 The Cable Television and Communications Association of Illinois 

recommends that the Commission “deny the proposal by the Illinois Independent 

Telecommunications Association and Illinois Bell Telephone Company to the 

extent that it requests an increase to the Illinois service fund to recover revenues 

resulting from a decrease in intrastate access rates.”  CT&C Initial Brief at 20.  

Staff recommends that the Commission reject this recommendation. 
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Section 13-301(2)(d) directs the Commission when creating the universal 

service fund at issue here to: “Identify all implicit subsidies contained in rates or 

charges of incumbent local exchange carriers, including all subsidies in 

interexchange access charges, and determine how such subsidies can be 

made explicit by the creation of the fund.”  220 ILCS 13-301(2)(d) (emphasis 

added).  As noted by Staff witness Dr. James Zolnierek: “the HAI based 

estimates submitted by IITA indicate that intrastate switched access revenues for 

the companies exceed intrastate switched access costs.”  Staff Ex. 2.0 at 20.  

Therefore, if current switched intrastate access revenues and costs are included 

in the rate of return based determination of need being proposed to establish 

funding levels, it follows that they serve to reduce any revenue shortfalls incurred 

in the provision of basic local exchange service.  In such circumstances, these 

intrastate access revenues implicitly cross-subsidize basic local exchange 

service. In his testimony, Dr. Zolnierek recommended that: “[t]he Commission 

could eliminate the bulk of such cross subsidies … by requiring, as a condition of 

receiving IUSF funding, that providers reduce their intrastate switched access 

rates to their comparable interstate switched access rate levels,” further noting 

that “[w]ith the elimination of such subsidies, the Commission could then evaluate 

basic IUSF need in an environment without intrastate switched access cross 

subsidies.”  Staff Ex. 2.0 at 21.  This Staff recommendation is intended to 

implement the statutory direction that implicit intrastate switched access charge 

subsidies be identified and rendered explicit.   
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If Staff’s proposed methodology is adopted (as now endorsed by IITA and 

IBT), it will, consistent with the statutory directive in Section 13-301(2)(d), not 

only identify implicit interexchange access charge subsidies, but also render 

them explicit.  Perhaps because it is fatal to its position, CT&C fails to address 

the direct statutory guidance contained in Section 13-301(2)(d).  Instead, CT&C 

argues that the Commission should not eliminate implicit subsidies resulting from 

switched access charges. CT&C bases this contention on policy positions 

supposedly informed by FCC action on federal universal service and intercarrier 

compensation reform, and General Assembly action with respect to intercarrier 

compensation reform.  CT&C’s arguments should be rejected because, while the 

actions taken by the FCC with respect to federal universal service and 

intercarrier compensation reform, and by the General Assembly with respect to 

intercarrier compensation reform may have some bearing on the Commission’s 

policy determinations, they do not supersede the guidance regarding the Illinois 

universal service fund contained in Section 13-301(2)(d).   

Prior to addressing the specific arguments that CT&C presents with 

respect to intrastate switched access charges, Staff seeks clarification of an 

aspect of the CT&C Brief regarding which Staff is confused.  Specifically, while 

CT&C address changes that IITA made in response to the FCC’s recent 

Intercarrier Compensation and Universal Service Order, CT&C does not 

recognize other changes made by IITA and AT&T to their intrastate access 

charge reduction proposal during the course of this proceeding.   
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This, if it correctly characterizes the CT&C position, does not, in Staff’s 

view, reflect concessions the IITA and AT&T have made. Specifically, IITA and 

AT&T adopted Staff’s recommendation to amend their proposed funding 

mechanism from one that provided IUSF support constituting dollar-for-dollar 

replacement of access reductions, to one that takes implicit cross-subsidies from 

originating intrastate access revenues to basic local exchange services, and 

renders them explicit.  In particular, under the mechanism initially proposed by 

IITA and AT&T, requesting companies were to receive IUSF support on a dollar-

for-dollar basis for reductions in intrastate switched access charges. This support 

was to be provided regardless of whether such support was needed to provide 

basic local exchange services.   

In response to Staff recommendations, IITA and AT&T now propose a 

fundamentally different methodology.  Specifically, carriers will only seek 

recovery for lost access revenue if such reductions will reduce revenues that 

would otherwise cross-subsidize basic local exchanges services.  For example, 

carriers that originally sought recovery for lost access revenues, but for whom 

such revenues were not used to cross subsidize basic local exchange service no 

longer qualify for funding under the revised mechanism.  In short, rather than 

funding access charge reductions, the revised mechanism makes explicit 

originating intrastate switched access charge cross subsidies that were 

previously implicit, consistent with guidance in Section 13-301(2)(b).   

CT&C argues that as a consequence of FCC’s ICC / USF Order, the IITA 

and AT&T eliminated their proposal for modifying intrastate terminating access 
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fees and for recovering the revenue reduction from the IUSF and that this 

“eliminated nearly half of the total requested IUSF fee increases, or $7,580,423.” 

CT&C Initial Brief at 5. This is inaccurate; the amendments made in response to 

the FCC’s Intercarrier Compensation and Universal Service Order do not explain 

the entire reduction cited by CT&C.  This reduction was also, in part, the result of 

limiting funding of lost intrastate access revenue only to funding necessary to 

make implicit intrastate access charges subsidies explicit. 

Regarding actions taken by the FCC with respect to federal universal 

service and intercarrier compensation reform, the CT&C argues that the current 

proposed funding plan: “contravenes the FCC’s transition plan and is inconsistent 

with the design and principles established in the FCC approach.”  Id. at 6.    In 

fact, the FCC did no such thing. While the CT&C makes much of the FCC’s 

determination to refrain from immediately imposing reductions in intrastate 

switched access charges, the FCC was clear that it: “placed priority on reform of 

terminating access charges … mindful of the compromises that must be made to 

accomplish meaningful reform in a measured and timely manner.” ICC / USF 

Order, ¶805.  In doing so, the FCC stated that: 

[A]dopting a uniform federal transition and recovery mechanism will 
free states from potentially significant financial burdens[,] … [and] 
… will provide carriers with recovery for reductions to eligible 
interstate and intrastate revenue. As a result, states will not be 
required to bear the burden of establishing and funding state 
recovery mechanisms for intrastate access reductions, while 
states will continue to play a role in implementation. …[.] 
 
Id., ¶795 (emphasis added) 
 

As the FCC further noted: 
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To the extent that states have established rate reduction transitions 
for rate elements not reduced in this Order, nothing in this Order 
impacts such transitions. [citation]  Nor does this Order prevent 
states from reducing rates on a faster transition provided that 
states provide any additional recovery support that may be 
needed as a result of a faster transition. 
 
Id., ¶816, n. 1542 (emphasis added) 

 
While the FCC declined to compel states to bear such burdens and 

declined, at the time to do so through Federal subsidy mechanisms, it did not 

preempt states from making cross-subsidies contained in originating intrastate 

switched access charges explicit.   

Similarly, while the CT&C note that Public Act 96-927 did not explicitly 

require incumbent local exchange carriers serving fewer than 35,000 lines to 

reduce intrastate access charges to interstate levels, nothing in Public Act 96-

927 prevents the Commission from making  cross-subsidies contained in 

originating intrastate switched access charges explicit.  Instead, in retaining the 

language of Section 13-301(2)(d), the General Assembly urged the Commission 

to create the Illinois universal service fund to make such implicit subsidies 

explicit.   

For all of the reasons above, the Commission should reject the CT&C 

recommendation to “deny the proposal by the Illinois Independent 

Telecommunications Association and Illinois Bell Telephone Company to the 

extent that it requests an increase to the Illinois service fund to recover revenues 

resulting from a decrease in intrastate access rates.”   

III. Reply to the S Corporations 
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 Notwithstanding the arguments advanced by Cass Telephone 

(“Cass”), Grafton Telephone (“Grafton”), LaHarpe Telephone (“LaHarpe”), Leaf 

River Telephone (“Leaf River”) and Madison Telephone (“Madison”) or 

collectively the five S-corporations (“Five S-Corps”) in their Brief in Support (S-

Corp Brief), the Commission should adopt Staff’s proposal to allow no amount for 

imputed income taxes in calculating the level of Illinois Universal Service Funding 

(“IUSF”).  

The S-Corporations acknowledge that each has elected, under subchapter 

S of the Internal Revenue Code, 26 U.S.C. §1363(a), to be taxed in a manner 

similar to the tax treatment afforded partnerships. S-Corp Brief at 1.  However, it 

is undisputed and indisputable that S corporations pay no federal and state 

income taxes. For tax purposes, each is a pass-through entity in that the 

respective shareholders are taxed instead of the corporate entity. Id. at 1-2.  

The S-Corporations argue that if the Staff position prevails, the S- 

Corporations will receive less funding from the Illinois Universal Service Fund 

(“IUSF”) and illustrate this fact with a table. Id. at 3. This is undoubtedly true, but 

not remotely relevant. The fact that a proposal will result in the companies failing 

to receive a subsidy for an expense they do not incur is not a valid basis for 

determining this issue.  

The central issue is whether the Commission should allow in the 

determination of IUSF funding, an amount representing income taxes which the 

corporation simply does not pay.  The Commission should reject the IITA’s 

assertion that companies should be granted an allowance for an expense item 
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for income taxes that they concede they do not pay, especially where, as here, it 

will result in an increase to each company’s IUSF subsidy – in this case, a wholly 

unjustified and unearned one, since no expense is incurred. IUSF funding should 

not include income tax expense that the Companies do not incur. Staff IB at 14. 

The S- Corporations again raise the argument that trade associations and 

other agencies allow an imputation of income taxes. S-Corps Brief at 4. This 

argument is based on the dubious premise that the Commission is bound by 

decisions in other jurisdictions, or the practices of trade associations. Statements 

in testimony attesting to what some other agency or fund administrators, in this 

instance National Exchange Carriers Association (“NECA”)2 and the Federal 

Communications Commission, (“FCC”) allow are not binding on the ICC. In fact, 

this type of treatment is contrary to ICC practice and applicable Illinois law.  Staff 

IB at 12-13; see also Monarch Gas Co. v. Commerce Comm’n, 51 Ill. App.3d 

892; 366 N.E.2d 945 (5th Dist. 1977) (court found no intent on the part of 

Congress to require the inclusion of income taxes paid by members of S 

corporation that would have been paid in the operating cost of a public utility 

subject to state regulation). 

The S-Corporations make much of a FERC decision finding that regulators 

should focus upon allocating costs based upon whether those costs are 

attributable to the provision of regulated services, rather than who pays them. S-

                                                 
2
  NECA describes itself as: “manag[ing] a significant part of the rural telephone industry’s 

revenue streams so that people in areas served by small rural telephone companies can stay 
connected to the rest of America.” NECA further states that any reforms in USF funding: “must be 
realistic enough to ensure affordable pricing for rural consumers, on a par with consumers in 
more urban areas.” https://www.neca.org/cms400min/NECA_Templates/About_Us.aspx 
(accessed October 5, 2012). It is perhaps apparent from this that NECA’s practices and policies 
may well be intended to maximize USF support at all levels.  
 

https://www.neca.org/cms400min/NECA_Templates/About_Us.aspx
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Corps Brief at 9. The FERC decision in question is, however, not apposite to this 

proceeding. First, it is a policy statement, see IITA Ex. 5.08, although the FERC 

announced an intention to apply it prospectively. Second, it appears on its face to 

apply specifically to ratemaking, as opposed to establishing a subsidy amount. 

Id. Third, the tax transactions it appears to deal with are complex and multi-

tiered, as opposed to the ones at issue here (which presumably involving 

distributions to individual owners / employees). Id. 

The S-Corps also posit that Staff’s position leads to a discriminatory 

outcome, and then proceed to blame Staff for each S-Corp’s individual voluntary 

election.  S-Corp Brief at 7.  However, this assertion is without merit.  

Dissatisfaction with the result and demonstrations of a funding decrease below 

that desired and requested does not constitute discrimination, and is not 

sufficient reason to require funding for an expense that does not exist. Id. at 5.  

Furthermore, none of the S-Corporations were compelled to elect Subchapter S 

income tax treatment. Thus, each of the S-Corporations made a voluntary 

election based on NECA and now are unhappy with the result of their individual 

elections. Id. at 5.  Each S-Corporations will receive funding for expenses 

actually incurred. What none of the S-Corporations will receive is funding in 

excess of actual income taxes incurred. Staff IB at 15. The S-Corporations argue 

that by contrast with a shareholder of a C corporation, the shareholders of an S 

corporation pay income tax expense in a manner consistent  with the election 

each corporation made regarding income taxes. S-Corps Brief at 7.  Again, this is 

the direct result of the voluntary election of S corporation tax status.  
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The S-Corps argue that the customers of an S corporation will benefit from 

the company’s election to be an S corporation rather than a C corporation since 

the composite tax rate of the shareholder is generally lower than that of a C 

corporation.  Id. at 8.  While this is true, it is not relevant. The option by the S-

Corps to impute a lower income tax rate is still based on an income tax expense 

that is not incurred by the corporation and thus, does not require funding to 

recover. Staff IB at 11.   In their testimony, the S-Corps argue that: “[a]dopting 

Ms. Everson’s approach will likely cause one of more of the affected companies 

to revoke its S corporation election and revert to a C corporation …but ultimately 

imposing higher rates on customers to offset the higher tax costs.” S-Corps IB at 

7. This argument is without merit, since Staff’s proposed funding through the 

IUSF makes these companies whole for the expenses they actually incur. In 

essence, the S-Corps argue that if they fail to get a larger subsidy than they are 

entitled to, they will charge their customers higher rates, which is scarcely a 

reason for the Commission to accede to this request. In addition, if the 

Commission elects to award the S-Corps an excessive subsidy, there is no 

assurance that it will be passed through to customers, as the companies cannot 

be required to do so.  

In point of fact, the only unfairness worked would be upon non-customer 

consumers who pay the IUSF surcharge, because they would be compelled to 

subsidize a non-existent expense. Finally, the Commission is not responsible nor 

does it control any individual company’s decision regarding its voluntary tax 

elections. These elections cannot be the basis of an excessive subsidy. 
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V. CONCLUSION 

 
 The Commission should decline to accept the recommendations of CT&C 

and should reject the Geneseo proposal.  Additionally, the Commission should 

reject the IITA’s assertion that companies should be granted an allowance for an 

expense item for income taxes that they concede they do not pay, especially 

where, as here, it will result in an increase to each company’s IUSF subsidy – in 

this case, a wholly unjustified and unearned one, since no expense is incurred. 

IUSF funding should not include income tax expense that the Companies do not 

incur. 

WHEREFORE, the Staff of the Illinois Commerce Commission respectfully 

requests that its recommendations be adopted in their entirety consistent with the 

arguments set forth herein. 
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