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(CABLE TELEVISION & COMMUNICATIONS ASSOCIATION DRAFT) 
PROPOSED ORDER 

 

X. CT&C’s Position On Originating Access Revenue Recovery 
 

CT&C takes no position regarding the IITA’s request for an increase in the IUSF 
regarding basic elements.  However, CT&C maintains that the IITA/AT&T Illinois additional 
proposal, to further increase the IUSF to recover the reduced ILEC revenues resulting from a 
lowering of intrastate originating access rates, to be inconsistent with and contrary to the public 
policy determinations made by the FCC and the Illinois General Assembly for balancing the 
transition of access charge reform with the provision of universal service.   

 
According to CT&C, in the USF/ICC Transformation Order the FCC established a 

nationwide transition plan for the reformation of all access charges, intrastate and interstate, 
origination and termination, for price cap, rate-of-return and competitive LECs.  Concluding that 
the access charge regime should transition to a bill-and-keep relationship, the FCC reviewed 
competing proposals as to how to best transition from the current access charge structure while 
balancing these changes with the policy goals for the provision of universal service.  While the 
FCC’s interim treatment of intrastate originating access for rate-of-return ILECs, such as the 
IITA members, in this transition comports with the similar treatment accorded by the Illinois 
statutes, it differs significantly from that proposed by IITA/AT&T Illinois. 

 
CT&C submits that the FCC recognized both the potential impact the disruption of 

revenues would have on carriers and the additional burdens that could be placed on consumers 
by shifting the revenue recovery on them.  To balance the dual policy goals of access charge 
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reform and universal service, the FCC determined to initially address terminating access while 
imposing interim reform to originating access.  The FCC stated that this is due in large part to its 
intent to avoid increasing the universal service fund size to replace the reduced revenues 
resulting from the access charge transition.  By initially reducing only terminating access rates, 
the FCC addressed the largest subsidies and arbitrage concerns.  In capping interstate originating 
access, and not restricting intrastate originating access charges for rate-of-return LECs, the FCC 
seeks to enable them to realize the necessary revenues for the transition while avoiding 
additionally burdening consumers with increased universal service charges.    In reaching this 
conclusion, the FCC noted AT&T’s FCC comments which urged the position to not make any 
changes in originating access rates at this time in the transition.   

 
CT&C also asserts that the Illinois General Assembly came to the same determination as 

the FCC.  Section 13-900.2 of the Act requires other carriers’ intrastate access rates to mirror 
their interstate access rates, but expressly exempts the ILECs of less than 35,000 access lines, 
which includes the IITA members.  This recognizes the small ILECs’ need for such revenue 
stream without upsetting other charges.  CT&C submits that the IITA/AT&T Illinois proposal 
contradicts this balanced approach. 

 
CT&C further argues that the methods proposed by IITA/AT&T Illinois to reduce the 

intrastate originating access rates and to increase the universal service fund have been rejected by 
the FCC and the Illinois legislature.  In addition to the FCC’s determination to prevent the access 
reform transition from increasing the burden on the universal service fund, the FCC rejected the 
proposal that the access charge transition should be revenue neutral.  The FCC further 
recognized the need to reduce the access rates over a period of years to provide a transition glide 
path enabling the carriers time to adjust their operations. CT&C observes that the FCC noted 
AT&T’s support for both of these positions.   

 
Section 13-900.2 of the Illinois Act also does not provide for a revenue neutral recovery 

of the access charge reductions, and further provides for a multi-year transition period for those 
carriers required to have intrastate access rates mirror interstate access rates.  In contrast, the 
IITA/AT&T Illinois proposal calls both for revenue neutrality and for an immediate flash cut in 
originating access rates upon the entry of the order in this docket.  CT&C maintains that these 
methods have been expressly rejected by the FCC on policy grounds and are contrary to the 
methods adopted by the Illinois legislature.    

 
CT&C submits that the IITA/AT&T Illinois proposal ignores the FCC and the Illinois 

statutes determinations to balance (1) the transition of access charges, (2) the revenue needs of 
the rate-of-return ILECs, and (3) the burden on consumers in supporting universal service, by 
only addressing (1) the AT&T Illinois request for lower access rates and (2) the IITA’s revenue 
requests, while ignoring (3) the burden on the consumer of the increase in universal service 
charges.   

 
Finally, CT&C notes that the FCC will be issuing originating access charge reform 

requirements through its current Further Notice of Proposed Rulemaking that will be binding 
upon the states.  Other state commissions have noted this and have declined to institute local 
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originating access requirements that will only need to be recalled and amended once the FCC has 
issued its transition requirements.  CT&C recommends that the Commission do likewise. 

 
CT&C submits that the IITA/AT&T Illinois revenue recovery proposal to increase the 

IUSF by $2,881,511 to offset a reduction in originating access rates should be rejected.  The 
FCC’s transition plan should be followed and changes to the small ILECs originating access 
rates should not be required at this time.   

 
 

XX. Commission Analysis and Conclusion on Originating Access 
 
All parties recognize that the industry is involved in a restructuring of previous carrier 

relationships including the restructuring of intercarrier compensation.  This concern has occupied 
both the attention of the FCC and the states.  The issue is not whether the access rate structure 
will change but what is the best approach to accomplish the transition.  A significant part of the 
complexity is the interrelationship between intercarrier compensation and universal service, both 
critical policy considerations for the FCC and for the Commission. 

 
IITA and AT&T Illinois submitted that the FCC had long promised to address intercarrier 

compensation issues but failed to do so.  That instigated the current IITA/AT&T Illinois proposal 
for intrastate access rate changes for the IITA members.  However, during this proceeding the 
FCC did act and issued its long awaited USF/ICC Transformation Order, with the FCC’s plan 
for intercarrier compensation reform and universal service.  AT&T Illinois and IITA argue that 
the FCC only provided a transition plan for terminating access, leaving any transition for 
intrastate originating access up to the states.  That is only partly accurate.  As noted by CT&C, 
the FCC did determine how to treat originating access, explicitly addressing how to treat 
intrastate originating access for rate-of-return LECs such as the IITA members, at this point in 
the access reform transition.  The problem for the IITA/AT&T Illinois proposal is that the FCC 
came to exactly the opposite conclusion as to how to do it.   

 
Contrary to the claims of some parties, CT&C has not argued that the Commission has 

been preempted from dealing with intrastate originating access.  The FCC expressly permitted 
the states to cap intrastate originating access for rate-of-return carriers, but they must do so in a 
manner that promotes the goals of the FCC’s comprehensive plan.  Instead, CT&C has pointed 
out that the IITA/AT&T Illinois proposal contradicts the policy determinations made by the FCC 
as to how to address intrastate originating access during the transition.  CT&C further argues that 
the FCC’s policy determinations are consistent with the approach taken in the Illinois Act.   

 
Accomplishing a reduction in access rates is expected to result in a reduction in revenues 

for the LEC.  This impacts the ability of that LEC to maintain rates for basic service at a level 
that will promote universal service.  Wrestling with this dynamic, the FCC determined that 
terminating access rates are the largest source of implicit subsidies and potential arbitrage.  
Therefore the FCC determined that a reduction in terminating access rates is the first step needed 
to be addressed in reforming intercarrier compensation.  To avoid simply shifting that revenue 
burden onto other rates, the FCC provided a timetable of between six and nine years for carriers 
to reduce their terminating access rates and to adjust to the transition.  The FCC expressly 
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determined that it did not want to increase the universal service fund to compensate for the 
reduction in access revenues and further rejected the proposal that the transition should be 
revenue neutral.  Instead it presented a transitional glide path over a number of years to enable 
the carriers time to adjust in the marketplace with greater efficiencies, not greater USF support. 

 
To support this major transition of intercarrier compensation while not increasing the 

burden on consumers through increased USF fees, the FCC determined that originating access 
rates would not be reduced at this time.  Although originating access would ultimately transition 
to bill-and-keep like terminating access, the FCC found that the LECs would need the current 
originating access revenues at their disposal while transitioning the terminating access rates 
without increased USF support.  Therefore, the FCC decided to simply cap originating access 
rates for the moment.  However, for the small rate-of-return LECs, like the IITA members, the 
FCC made an explicit exception allowing them the freedom to even increase their intrastate 
originating access rates expressly for the reason that they may need those revenues to be 
available to maintain universal service.  Therefore, the FCC transition plan clearly considered the 
treatment of intrastate originating access during the transition and determined how it should be 
best addressed within the overall plan of intercarrier compensation reform, balancing those 
policy goals with those for the provision of universal service. 

 
We find the FCC’s approach to be consistent with the access compensation reforms 

found in the Act.  In Section 13-900.2 our legislature also provides for a reduction in access rates 
over a transition period of a number of years, enabling the carriers time to adjust.  There is no 
provision for revenue neutral recovery for the carriers’ access rate reductions.  And in particular, 
the General Assembly expressly exempted the small ILECs of less than 35,000 access lines from 
reforming their intrastate access rates to mirror their interstate access rates as proposed by 
IITA/AT&T Illinois.  This implicit recognition by the legislature of the particular needs of these 
small ILECs for this revenue corresponds to the findings of the FCC. 

 
AT&T Illinois and IITA argue that Section 13-301(1)(d) of the Act providing for the 

IUSF supports their proposal.  This section references Section 13-301(2)(b) which provides that 
in creating the IUSF the Commission should identify all implicit subsidies contained in the rates 
and charges of the ILEC, including all subsidies in interexchange access charges, and determine 
how such subsidies can be made explicit by the creation of the fund.  However, this provision 
provides for a complete analysis of the implicit subsidies in all of an ILEC’s rates and charges, 
not just in the originating access rates as in the IITA/AT&T Illinois proposal.  There has been no 
showing in this record of any attempt to identify all of the implicit subsidies in the rates and 
charges of any of the IITA’s members.   

 
AT&T Illinois also argues that the FCC permits parties to enter into negotiated 

agreements for rates that differ from the FCC order.  But an agreement between AT&T Illinois 
and the IITA members for different access rates is not the issue being contested.  The issue is the 
supplemental request to have a third party, the consumers, burdened with additional IUSF 
support to make the rate reduction revenue neutral.  Consumers were not a party to this 
negotiation or to this agreement.  It is this fundamental element, the potential for an additional 
burden on the USF to replace reduced access revenues, that the FCC specifically addresses in its 
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balanced transition plan treatment of originating access and that the IITA/AT&T Illinois 
proposal violates.      

 
Staff argues that the changes in the IITA/AT&T Illinois proposal, from one providing for 

a separate originating access charge element that directly captures the revenue recovery of the 
access charge reductions to one incorporating the additional revenue needs of the IITA members 
in their Schedule 1.01 resulting from their originating access rate reductions, is distinct from a 
revenue neutral requirement.  But for a small ILEC, that already claims to have insufficient IUSF 
support to maintain the Commission determined affordable rate for universal service, to reduce 
its originating access revenues by any amount and to include that same amount of revenue 
reduction in its Schedule 1.01, necessarily increases its IUSF request by the same dollar for 
dollar amount that it reduced its originating access rates.  That is the definition of revenue 
neutrality, a policy that the FCC has rejected.   

 
CT&C further argues that the voluntary reduction in originating access rates, only to 

increase the IUSF by a like amount, violates the intent, if not the letter, of Section 13-301(2)(c) 
which prohibits the lowering of rates in effect at the time the fund is created.   

 
We need not decide that issue.  When dealing solely with the issue of access charge 

reform, we find the Act’s direction in Section 13-900.2 more specifically on point and consistent 
with the national approach designed by the FCC that balances all of the policy considerations 
regarding the transition of intercarrier compensation and the maintenance of universal service. 

 
As a result of its Further Notice of Proposed Rulemaking, the FCC will be announcing a 

national plan governing the transition of intrastate originating access to a bill-and-keep 
methodology, balanced with the policy needs for universal service that will be binding on all of 
the states.   With the current transition reforms being implemented for terminating access, and 
with the adjustments to the IITA’s members IUSF requests being made in this order, we agree 
with the FCC’s determination to not require additional changes to intrastate originating access at 
this time.  These revenues will be needed by small ILECs during the other transitions, as found 
by the FCC, as contemplated by the Act, and as confirmed by the IITA/AT&T Illinois proposal 
itself.  Not making further access rate adjustments will lessen the additional burden being 
imposed on consumers by the increases resulting in the support for basic elements. Furthermore, 
we agree with the other state commissions that, with further action being contemplated by the 
FCC on originating access charges, it would be rash for this Commission to take any further 
steps at this point in time to address the issue. 

 
The IITA/AT&T Illinois proposal to add $2,881,511 to the IUSF support to replace the 

proposed reduction in IITA members’ intrastate originating access rates is denied.  
Consequently, there will be no requirement for IITA members’ intrastate originating access rates 
to mirror their interstate originating access rates to receive the IUSF support otherwise provided 
herein.  
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XXX. FINDINGS AND ORDERING PARAGRAPHS 

The Commission, having considered the entire record herein and being fully 
advised in the premises, is of the opinion and finds that: 

 
… 
 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that: 

… 
 

XXXX. The IITA/AT&T Illinois proposal to add $2,881,511 to the IUSF support 
to    replace the proposed reduction in IITA members’ intrastate originating access 
rates is denied.  Consequently, there will be no requirement for IITA members’ 
intrastate originating access rates to mirror their interstate originating access rates 
to receive the IUSF support otherwise provided herein.  

 
 
 


