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TESTIMONY OF DANIEL GENTILE
IN RESPONSE TO STAFF TESTIMONY AND IN FURTHER
SUPPORT OF THE APPLICATION OF

1Q TELECOM, INC.

INTRODUCTION

Q:

PLEASE STATE YOUR NAME, YOUR POSITION WITH 1Q TELECOM, INC.

AND YOUR BUSINESS ADDRESS.

My name is Daniel Gentile. I am the Vice President of 1Q Telecom, Inc. (hereinafter,
“IQT” or “I1Q Telecom™). My business address is 3221 W. 127" Street, Blue Island, IL

60406, and my business number is (708) 385-8600.

PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR BACKGROUND AND

EXPERIENCE.

IQ Telecom is a competitive local exchange carrier, interexchange, and wireless service

provider, currently providing telecommunications services in the State of Illinois. My
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responsibilities include compliance with governmental mandates, negotiating resale and
UNE agreements with underlying carriers, and overseeing the majority of financial
matters. | have over 25 years experience in the telecommunications industry. | am also
the co-founder and President of DialCom Systems, Inc., a company authorized to provide
public payphone service through the resale of local exchange and interexchange services
in the State of Illinois, which operates approximately 2,000 public payphones in Illinois
and Indiana. Prior to co-founding DialCom Systems, Inc. | was the founder and
President of DialCom Business Telephone Systems, a company that installed and
maintained telephone systems throughout Illinois. | am also a Board Member and Vice
President of the Illinois Public Telecommunications Association, as well as a member of

the Indiana Payphone Association.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to respond to Staff Testimony, agree to certain
commitments to satisfy some of Staff’s concerns, and demonstrate that IQ Telecom meets
the state and federal requirements for designation as an Eligible Telecommunications
Carrier (“ETC”) to offer wireless federal “Lifeline” and “Link-Up” support to its
qualifying customers in Illinois areas where Illinois Bell Telephone Company (“AT&T
Ilinois” or “AT&T”) is the incumbent local exchange carrier. | believe IQT addresses
issues raised by Staff and that 1QT meets the requirements of 47 U.S.C § 214(e)(1) and

the Federal Communications Commission (“FCC”) ETC Order® and, therefore, should

! Federal Communications Commission, Report and Order (“ETC Order”), CC Docket No. 96-45, FCC 05-
46, Released March 17, 2005.



42

43

44

45

46

47

48
49
50
51
52
53
54
55
56
57

58

59

60
61

62
63
64

65

Docket 10-0379

be deemed an Eligible Telecommunications Carrier (“ETC”) so it can provide Lifeline

and Link-Up services to qualifying wireless customers.

BACKGROUND

Q:

DOES IQ TELECOM CURRENTLY PROVIDE TELECOMMUNICATIONS

SERVICE IN ILLINOIS?

Yes. 1QT operates as a telecommunications carrier within the meaning of Section 13-202
of the Illinois Public Utilities Act (“Act”) (220 ILCS 5/13-202) and has authority to
provide telecommunications service in lllinois. The Commission granted IQT a
Certificate of Service Authority to provide local exchange, interexchange and resold
telecommunications services in Illinois in Docket No. 01-0333 on December 5, 2001.
The Commission designated 1QT as an ETC for purposes of receiving universal support
in Hlinois for wireline customers in Docket No. 08-0453 dated October 8, 2008. 1QT was
certified by this Commission to provide resold commercial mobile radio service in
Docket No. 10-0367 on August 18, 2010. 1QT now seeks designation as an ETC for
eligibility to receive federal Lifeline and Link-Up support for qualifying wireless

customers in Illinois areas served by AT&T Illinois.

IN WHAT SERVICE AREA IS IQ TELECOM SEEKING DESIGNATION AS AN

ETC?

I understand that Section 54.207 of the FCC’s rules defines a “service area” as a
“geographic area established by a state commission for the purpose of determining
universal service obligations and support mechanisms.” 47 C.F.R. 8 54.207(a). No

restrictions exist on how a Commission defines the service area for purposes of
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designating a competitive ETC in service areas served by non-rural ILECs such as AT&T
Ilinois. IQT proposes a service area consisting of all the non-rural wire centers in AT&T
Ilinois service territory. 1QT does not request ETC designation in any rural area at this
time. 1QT agrees and acknowledges that the service area in which it seeks ETC status
has not been designated a high cost area. Accordingly, 1QT limits requested USF support
to the federal USF low income support program. Therefore, the Commission may
designate 1QT as an ETC for a service area consisting of the non-rural AT&T Illinois

wire centers.

DOES IQ TELECOM PROVIDE TELECOMMUNICATIONS SERVICE
THROUGHOUT THE NON-RURAL ILEC SERVICE AREAS FOR WHICH IT

SEEKS ETC DESIGNATION?

Yes.

IS 1Q TELECOM REQUESTING DESIGNATION IN THIS PROCEEDING FOR

THE STUDY AREA OF ANY RURAL LEC IN ILLINOIS?

No. 1QT’s Application requests designation only in certain non-rural ILEC wire centers

of AT&T lllinois.

BRIEFLY PROVIDE YOUR UNDERSTANDING OF WHAT MAKES UP THE

UNIVERSAL SERVICE FUND (“USF”).

The USF actually consists of four programs, each administered by the Universal Service

Administrative Company (“USAC”). These programs include: (1) the universal service
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mechanism for high cost areas, providing financial support to carriers serving high cost
areas; (2) the universal service mechanism for schools and libraries (also known as the E-
rate program), providing for discounted services (local and long distance telephone
service, Internet access, and internal connections) to eligible schools and libraries; (3) the
universal service mechanism for low income consumers, assisting low income consumers
with discounted installation and monthly telephone services; and (4) the universal service
mechanism for rural health care, providing discounted services to rural health care

providers.

IQT acknowledges that the service area for which it seeks ETC status has not been
designated as a high cost area. Accordingly, 1QT limits its requested USF support to the
federal USF low income support program. 1QT certifies that all low income USF funding
it receives will be used to subsidize rates for its Lifeline and Link-Up customers,

consistent with 47 CFR § 54.403.

DOES IQ TELECOM CURRENTLY CONTRIBUTE TO THE FUNDING FOR

UNIVERSAL SERVICE?

Yes. Federal regulations require carriers such as 1QT to contribute a portion of their

revenues to the funding of federal universal service.

IS THE COMPANY PRESENTLY ABLE TO DRAW FROM FEDERAL
UNIVERSAL SERVICE FUNDS FOR THE PROVISION OF THE SUPPORTED

SERVICES IN ILLINOIS?
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Yes. As a wireline carrier designated as an ETC for those areas it serves in Illinois, IQT
is able to receive federal universal service funds to support its provision of universal

services to lllinois consumers.

DOES IQ TELECOM WISH TO DRAW FUNDS FOR EACH OF THE FOUR

PARTS OF THE USF?

No. IQT only seeks to offer its low income Illinois customers support through the
Lifeline and Link-Up programs. 1QT commits to limit USF support to only those two

programs.

IS A COMPETITIVE LOCAL EXCHANGE CARRIER LIKE IQ TELECOM

ELIGIBLE FOR FEDERAL UNIVERSAL SERVICE SUPPORT?

Yes. Both the 1996 Telecommunications Act (the “1996 Act”) and the FCC’s rules
establish the directives for the Commission to follow in making an ETC designation.
Section 214(e) of 1996 Act specifically provides that any common carrier, including a
competitive local exchange carrier such as IQT, may be designated as an ETC for federal
universal service support purposes, if it meets the specific criteria set forth in Section

214(e)(l) of the Act.

ISSUES RAISED IN ICC STAFE TESTIMONY

IS STAFF CORRECT IN INDICATING THAT I1QT FAILED TO MAKE A GOOD
FAITH EFFORT TO SATISFY THE LOCAL PLAN REQUIREMENT IN

DOCKET NO. 08-0453?
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No. In fact, IQT has always provided a basic plan satisfying the basic plan requirements
for ETC designation. 1QT’s original petition on Docket 08-0453 stated that IQT offered
a basic package to its end users comparable to AT&T at a monthly cost of $29.99.
However, 1QT increased the amount for the basic plan to $59.99 after completing a
thorough analysis of the economic impact of the original pricing for the basic plan. The
analysis revealed that 1QT’s cost to provide the basic plan package prohibited 1QT from
offering the basic plan at the originally designated rate. Accordingly, IQT could not

continue the offering as originally intended.

IS STAFF CORRECT IN INDICATING THAT 1QT FAILED TO COMPLY

WITH VARIOUS TARIFF FILING REQUIREMENTS OF THE COMMISSION?

IQT does not agree that it failed to comply with the Commission’s tariffing requirements.
However, 1Q Telecom may have inadvertently omitted to file with the Commission a list
of services that 1QT was authorized to provide on terms and rates that differed from the

IQT tariffs.

PLEASE EXPLAIN YOUR LAST ANSWER.

IQT provides local exchange, interexchange and resold services that are classified as
competitive.  Under the Section 13-509 of the Act (220 ILCS 5/13-509), IQT is
authorized to provide these services to customers by agreement on such terms and for
such rates and charges as are reasonable without regard to any tariffs it may have filed
with the Commission with respect to such services. To the extent the services provided

by 1Q Telecom to its Lifeline and Linkup customers differed from the 1QT tariffs, the
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rates and terms were agreed in writing between IQT and the customer. 1Q Telecom

charged its customers according to the agreed terms and rates.

DOES SECTION 13-509 OF THE ACT REQUIRE IQ TELECOM’S TARIFF TO

BE AMENDED TO REFLECT THESE AGREEMENTS?

No.

DOES SECTION 13-509 HAVE OTHER FILING REQUIREMENTS

REGARDING THESE AGREEMENTS?

Upon request by the Commission, the telecommunications carrier must provide a list of
such agreements within the past year with a general description of the nature of the
agreements. Should the Commission, a telecommunications carrier or a party to the
agreement request a copy of the agreement, a copy of the agreement shall be provided
within ten days. However, prior to June 15, 2010 Section 13-509 did require the
telecommunications carrier to submit the list of any such agreement within 30 days of its

execution.

PRIOR TO THE JUNE 15, 2010 CHANGES TO SECTION 13-509, DID 1QT
COMPLY WITH THE REQUIREMENT TO FILE A LIST OF SUCH

AGREEMENTS WITHIN 30 DAYS OF EXECUTION?

Unfortunately, no. But the omission to file a list was inadvertent. 1 would note that
Ilinois policy no longer sees a necessity for the automatic filing of such list, recognizing

that it is sufficient to respond to requests by the Commission. 1QT followed the spirit of
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the Illinois statute authorizing competitive services to be offered on terms and rates that
differed from the tariff by agreement, and has complied with responding to Staff’s
requests for copies of the agreements, but recognizes that in inadvertently omitted to

timely file a list of such agreements when previously required.

WHAT STEPS HAS IQ TELECOM TAKEN TO CORRECT THIS?

As indicated in Testimony filed by Staff Qin Liu in this matter, IQT has made numerous
tariff filings with the Commission since the filing of the Lifeline/Linkup tariff on April 4,
2003. Tariff preparation and filing necessitates involving law firms or other companies
with such experience. Importantly, 1QT tariff filings to date have been prepared and
submitted by law firms or other consultants that purported to have such expertise. 1QT
found it necessary to engage outside consultants to ensure compliance with the
Commission’s rules. In fact, since receiving certification to operate by the Commission,
IQT relied entirely upon such third party consultants, attorneys and experts to handle the
tariff filing function. Only during this Docket did 1QT become aware of any issues with
the 1QT tariffs or other filings in Illinois. Recognizing the importance of compliance
with the Commission’s requirements, in response to the issues raised herein, IQT
immediately terminated the previous tariff specialist, engaged new tariff filing specialists
to assist in the area of tariff compliance, and increased executive involvement with the
entire tariff filing process. As a part of the final due diligence process, the new tariff
compliance company will work with 1QT to ensure regulatory compliance and that the

tariffs on file are updated to reflect current operations.
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HAVE OTHER ETCS ENCOUNTERED SIMILAR PROBLEMS WITH

COMPLIANCE?

Yes. For example, Midwest Telecommunications, Inc. (“MTI”) also offers services at
terms and rates different from that found in its tariff. Although the Commission had
previously granted MTI a wireline ETC designation, in Docket 06-0038, MTI had not
filed any of the MTI Lifeline/Linkup service offerings in its tariff filed with the
Commission. See the attached Exhibit A, the MTI tariffs filed with the Commission.
Apparently, this issue was addressed in the recent request by MTI for a wireless ETC
designation in Docket 10-0524. Staff Data Request JH1.01 through JH-1.15 in Docket
10-0524 specifically requested a “true and correct copy of MTI’s wireline tariff sheet or
sheets, in effect as of the date of filing MTI’s instant petition (August 30, 2010).” (See
JH-1.03 appearing in MTI Staff Data Requests JH-1.01 through JH-1.15 attached hereto
as Exhibit B). Although MTI had not included its wireline Lifeline/Linkup offerings in

its tariff, the Commission approved MTI’s request for wireless ETC authority.

HAS 1QT COMPLIED WITH THE REPORTING REQUIREMENTS OF 83 ILL.

ADM. CODE 730.115 AND 732.60?

Yes, as demonstrated by the responses to Staff Data requests, IQT materially complies

with the reporting requirements set forth in 83 Adm. Code 730.115 and 732.60.

ARE YOU AWARE OF ANY OTHER ETCS OPERATING IN ILLINOIS WHICH
APPEAR TO HAVE FAILED TO COMPLY WITH THE REPORTING

REQUIREMENTS OF 83 ILL. ADM. CODE 730.115 AND 732.60?

10
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Yes, it is my understanding that MTI, the above-noted carrier that recently received
wireless ETC designation, experienced compliance issues in this area. In fact, | believe
Staff reported to the Commission in Docket 10-0229 that MTI ceased filing required
quarterly reports as of the fourth quarter of 2008. The Commission initiated Docket 10-
0279 to determine investigate MTI’s failure to comply with the reporting requirements of
83 1ll. Adm. Code 730.115 and 732.60. Once MTI remedied the violations brought to its
attention, the Commission dismissed the proceeding without penalties on the

recommendation of the Staff and the Administrative Law Judge.

DID I1QT END USERS AUTHORIZE 1QT TO PROVIDE LIFELINE OR LINKUP

TELEPHONE SERVICE?

Yes, every end user accepted by 1QT under the Lifeline/Linkup program authorized the

company to provide Lifeline or Linkup telephone service.

DID 1QT CHANGE THE LOCAL OR LONG DISTANCE END USER SERVICE
UNDER THE IQT LIFELINE OR LINKUP TELEPHONE SERVICE

PROGRAM?

Not usually. Staff incorrectly assumes end users must change local or long distance
service in order to join the program. In most instances (99%), IQT customers established
new services when participating under the IQT Lifeline or Linkup telephone service
program requiring no change in telephone service.  Sec. 13-902 of the Act requires
authorization and verification of a subscriber when he changes his telecommunications
carrier. For the most part, this rule does not apply to the IQT customers under this

program.

11
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DID IQT CREATE THE LIFELINE OR LINKUP CERTIFICATION FORMS

USED UNDER THE WIRELINE PROGRAM?

No. IQT utilized forms used by MTI, a certified ETC wireline provider operating in
Ilinois. 1QT assumed the Lifeline /Linkup forms had been approved by the Commission
during MTI’s ETC certification process. In view of Staff’s concerns with the
Lifeline/Linkup forms, on April 7, 2011, 1QT submitted revised forms to the Commission
Staff for review and approval. A copy of the revised form appears as Exhibit C to this

Testimony.

DO YOU AGREE WITH STAFF THAT IQT REQUIRES A NEW FORM FOR

ANNUAL VERIFICATION OF CONTINUED ELIGIBILITY?

Yes. We will follow advice of Staff and use a new form to accomplish the annual
verification of continued eligibility. In fact, upon learning of Staff’s position, 1QT
designed a new annual verification form. A copy of the proposed form appears as

Exhibit D to this Testimony.

DO YOU BELIEVE 1QT ACTED PROPERLY IN REQUESTING AND

RECEIVING LOW INCOME UNIVERSAL SERVICE SUPPORT?

Yes. Section 54.201(d) of the Code of Federal Regulations, concerning low income
support, permits a common carrier designated as an eligible telecommunications carrier
to receive universal service support in accordance with Section 254 of the Act, provided
the carrier offers services supported by federal universal service support mechanisms
“either using its own facilities or a combination of its own facilities and resale of another

12
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carrier’s services (including the services offered by another ETC).” As demonstrated by
the information provided in response to Staff Data requests, 1QT offered services using a
combination of resale and owned leased facilities or UNEs. Staff correctly states that
IQT serves the majority of the customers through resale of another carrier’s services.
However, 1QT’s migration to resale arose primarily as a result of ILEC efforts to force
the traffic of CLECs to resale, and not by choice. Moreover, the rules do not require that

the eligible telecommunications carrier maintain a certain percentage of resale or UNEs.

DO YOU BELIEVE 1QT REQUESTED FEDERAL LINKUP SUPPORT WHERE

IQT ISNOT ELIGIBLE FOR SUCH SUPPORT?

No. IQT properly requested Federal Linkup support for customers categorized as
conversions. Section 54.411(a)(1) of the CFR provides Federal Linkup support for the
“reductions in the carrier’s customary charge for commencing telecommunications
service for a single telecommunication connection at a customer’s principal place of
residence.” 1QT conversions include customers who had service with another provider,
or who moved into a location that had a dormant/suspended service from a previous
tenant. 1QT incurred costs for activating all such lines with the underlying carrier. As
such, all such categorized customers pay IQT’s customary line connection charge to
commence service with 1QT. In fact, the 357 customers identified by Staff, transferred
from another CLEC and as new customers for 1QT, each qualify for Linkup support.
Staff incorrectly defines the customer’s categorized as conversions in reaching the
conclusion that 1QT’s request for support was inappropriate. 1QT’s only error in the
process involving the conversions at issue remains the failure to request State support for

the 357 customers at issue.

13
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DO YOU BELIEVE IQT REQUESTED CORRECT AMOUNTS FOR FEDERAL

LINKUP SUPPORT WHERE ELIGIBLE FOR SUCH SUPPORT?

Yes. 1QT requested correct amounts for Federal Linkup support. The Direct Testimony
of Qin Liu states that IQT received an incorrect amount in Linkup subsidy from USAC.
Mrs. Liu states that in order to receive $30 in Linkup reimbursement, 1QT must have a
non-lifeline customary charge of commencing service equal to $59.99. Staff relies upon
information contained in IQT tariffs in reaching the conclusion that 1QT failed to request
correct amounts for Federal Linkup support. As indicated previously, IQT outsourced
certain specialty functions under this program to third party experts. In this case, the
consultant engaged to ensure tariff filing compliance, failed to perform this function
satisfactorily.  As such, although 1QT’s tariff, filed in the applicable time period
reviewed, stated an amount at or below $59.99, in practice, IQT invoiced an effective
customary charge of $59.99. | attach invoices for non-lifeline customers showing a
charged connection fee of $59.99 as Exhibit E. At this rate, IQ Telecom is eligible to
receive $30.00 in Federal Linkup support equal to 50% of its non-lifeline customary
charge up to $30.00. As previously stated, IQT engaged new tariff filing compliance
specialists as a direct result of the issues raised in this proceeding and expect complete

compliance in this area within the next thirty (30) days.

HAS 1QT PASSED THROUGH THE FULL AMOUNT OF LIFELINE SUPPORT

TO QUALIFYING LOW INCOME CUSTOMERS?

Yes. 1QT passes through the full amount of Lifeline support requested or received from
the customers. In addition, customers receive an additional discount on the first month of
$43.49, which provides each customer with the first month at no cost or free. (The IQT
rate is 59.99, minus Lifeline support of $16.50, minus IQT credit of $43.49= $0.00).

14
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DID THE “FIRST MONTH FREE” MARKETING INCENTIVE

ORIGINATE WITH I1QT?

No, IQT’s competitor MTI previously offered the “First Month Free” marketing
incentive. This MTI offering appeared throughout the Chicago area. Attached as
Exhibit F please find samples of MTI advertising including the “First Month
Free” incentive. Duplicating the MTI “First Month Free” marketing campaign

enabled 1QT to address competitive pressures of MTI.

DO YOU BELIEVE IQT’S LIFELINE/LINKUP PROGRAMS EXPERIENCE

“EXTRAORDINARY HIGH CHURN RATE”?

No. 1QT experiences industry standard churn rate for Lifeline/Linkup customers®. In
fact, IQT and MTI churn rate is nearly identical. We can demonstrate this fact by using
the Low Income Disbursement Data obtained from the USAC website (www.usac.gov).
This USAC disbursement tool contains data from January 2004 through March 2011. For
example, the data indicates that MTI gained 8,657 customers from Dec 2009 to Jan 2011;
at the end of January, 2011, 430 such customers appear active with MTI. Significantly,
this data means that MTI retained 5% of customers gained from December 2009 to
January 2011. During this same time period (Dec 2009 to Jan 2011), IQT gained 32,399
customers. At the end of January 2011, 1,682 such customers remain active with 1QT.
Therefore, USAC data indicates that 1QT retained 5.2% of such customers compared to
the 5% retained by MTI. | attach USAC Low Income Disbursement Data, along with a

chart comparing MTI and IQT, as Exhibit G hereto.

2 Specifically excluding direct AT&T customers.

15
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The failure to retain such customers remains an issue inherent in the Lifeline/Linkup
program in general, and not a result of how IQT manages the Lifeline/Linkup programs
as suggested by Staff. Indeed, the Testimony of Allen Cherry on Behalf of Universal
Telephone Assistance Corporation (“UTAC”) filed recently in Docket No. 10-0634 states
that UTAC informed IQT, MTI and SOS Telecom by letter that UTAC has “concerns and
questions regarding their rapid increases in claims for reimbursement of installation
waivers and apparent low rate of retention of recently-connected low-income customers.”
See Answer 16, Line 18 of Testimony of Allen Cherry attached hereto as Exhibit H. Mr.
Cherry recognizes that even MTI admits to having customer retention issues in Line 7 of
the Answer to Question 18, stating, “MT]I noted that this marketing campaign was very
successful in recruiting new subscribers, but not retaining them.” Customer retention
appears most impacted by this segment’s inability to make payment or payment timely.
Although the customer retention rate under the carriers’ new marketing programs raised
some concern, UTAC also noted that it is pleased that such carriers have shown a special
interest in the low-income, credit-impaired market sufficient to experiment with outreach
efforts to connect new subscribers. These carriers may prove to be more effective than
traditional local exchange carriers in promoting universal services in Illinois. Exhibit G,

pp. 10 - 11.

In an effort to address the retention issue, IQT offered the $43.49 credit the first month,
$25.00 credit the second month. Further, IQT provides late notice letters and uses an IVR
system ensure payment of bills. Finally, 1QT provides hundreds of customers with

payment grace periods to accommodate the customers which require more time to make

16
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payment. No other carrier offered the combination of solutions and effort to tackle the

Lifeline/Linkup retention issue.

DOES 1QT MAKE REASONABLE EFFORTS TO MAKE CERTAIN ALL
CUSTOMERS UNDERSTAND THAT THEY MAY NOT RECEIVE MORE

THAN ONE FEDERAL LINKUP SUBSIDY?

Yes. 1QT’s disclosure and Linkup verification process screens out or rejects thousands of
potential customers. First, the customer reads the form which includes language
disclosing the Federal Linkup subsidy limitation. Second, IQT verbally asks each
customer whether they enrolled in the Linkup program previously. Third, IQT checks the
IQT customer database to find record of any previous enrollments. Of significance,
during this verification process, 1QT always asks each customer if they received Linkup
before and explain that once they receive Linkup they will not receive it again. | find this
a reasonable process to follow to ascertain whether the prospective customer previously
obtained Linkup benefits. However, Staff concludes that the IQT process was
unreasonable and therefore misleading, and that the process in some way contributed to
“IQT’s success with getting customers connected.” (Line 1809, Testimony Quin Liu). |
do not agree. In fact, as stated above, 1QT’s process rejected thousands of prospective
customers. If anything, this verification process inhibited 1QT’s ability to acquire new

customers.

CAN YOU PLEASE FURTHER CLARIFICATION FOR THE CATEGORIES

APPEARING IN TABLE 9 OF THE DIRECT TESTIMONY OF QIN LIU?

17



393
394
395
396
397
398
399
400
401
402
403
404

405

406

407

408
409
410
411
412
413

414

415

Docket 10-0379

Yes. 1QT placed customers calling and requesting immediate disconnection because they
could not afford the service in the category “Customers Couldn’t Afford Service.”
Customers that did not make payment for service, even after IQT tried contact through
the mail and IVR system as a reminder of the payment due, fall into the category of
“Customers Didn’t Make Payment.” Staff concludes that the customers “do not find
IQT’s desirable unless free or offered at a substantially reduced rate.” (Line 1888,
Testimony Quin Liu). Further, Staff attributes 1QT’s retention failure to its “failure to
make its service affordable or competitive.” (Line 1906, Testimony Quin Liu). This is
untrue. As previously stated, 1QT’s customer retention rate mirrors that of other ETCs,
including without limitation, MTI. The retention issue is pervasive in the Lifeline/Linkup
customer segment, and is not a problem unique to 1IQT. 1QT’s efforts to address this

issue equal or exceed comparable service providers.

DO YOU BELIEVE I1QT’S LIFELINE/LINKUP PROGRAMS HARMED

CUSTOMERS OR PUBLIC INTEREST?

No. As Staff indicates, “Federal Linkup support is intended to assist low income
customers with the cost of commencing phone services and help the customers get
connected to the PSTN. The Federal Lifeline subsidy is intended to assist low income
customers with their monthly recurring charges and help the customer stay connected to
the PSTN.” (Line 1960, Testimony Quin Liu). Separately Staff indicates, “IQT has made
great effort, and been quite successful, to get customers connected.” (Line 1932,

Testimony Quin Liu).
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In successfully penetrating this market, IQT’s program improved many lives by allowing
Americans with limited means to have access to basic communications, and helped save
lives by allowing consumers to place emergency calls. In some instances, the customers
denied service by AT&T sought refuge with IQT. IQT invested considerable resources in
securing and retaining the customers. Efforts to install the service often required a visit
by an IQT technician to provide inside wiring and the NID. 1QT provided customers

with such technical support to ensure activation of the service, at no cost to the customer.

Staff fails to realize that both customers and IQT benefit when customers remain on the
IQT program. Further, Staff fails to recognize the fact that difficulty for non-ILEC ETCs
to retain customers remains an issue in the Lifeline/Linkup customer segment. Contrary
to Staff’s contention, the ETC customer retention issue pervades the Lifeline/Linkup
customer segment, and is not a problem unique to IQT. In fact, as demonstrated by
information obtained directly from USAC, and attached hereto as Exhibit G, and further
supported by the Testimony of Allen Cherry attached hereto as Exhibit H, 1QT’s

customer retention rate mirrors that of other ETCs operating in Illinois.

Staff suggests that the “single most important reason” impacting 1QT’s retention rate is
that customers do not consider 1QT’s service affordable or desirable (Line 1866,
Testimony Quin Liu). Further, Staff avers that IQT “hasn’t made much effort to improve
its customer retention rates by making its service more affordable, more desirable or
more competitive. “(Line 1866, Testimony Quin Liu). Staff is incorrect. Firstly, 1QT’s
service package is competitive with other ETCs operating in Illinois, including MTI. For
example, IQT Deluxe Package rate is $45.97, while a comparable MTI Supreme Package
$44.97.  Secondly, 1QT’s efforts to address customer retention equal or exceed
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comparable service providers. IQT offered a $43.49 credit on the first month and a $25
courtesy credit for the second month in an effort to increase retention. Staff criticizes
IQT’s front-end discounts, including the $25 credit on the second month, claiming a
sinister purpose behind such discounts.  However, numerous carriers use such
introductory period discounts for a variety of products, services and campaigns.
Although unsuccessful, the special discounts illustrate genuine efforts by IQT to increase

customer retention.

DID IQT ESTABLISH LIFELINE/LINKUP PROGRAMS PRIMARILY TO

OBTAIN THE FEDERAL LINKUP SUBSIDY?

No. 1QT’s customer acquisition goal extends beyond the initial Linkup subsidy. As
stated before, both the customer and IQT benefit when the customer remains on the
network. Had 1QT pursued such a business model, and intend for the customers to
disconnect quickly, IQT would never had offered either the $43.49 credit on the first
month, or $25 credit on the second month. Staff’s implications of such a sinister plan do
not comport with actions taken by IQT to encourage customer retention, and certainly
appear inconsistent with any successful business model. QT fully passed through
federal Linkup subsidies to the end user; as such, IQT could not remain in business

relying only upon obtaining federal Linkup subsidies for customers at issue.

IQT’s business plan relied upon the retention of non-Lifeline customers and Lifeline
customers to succeed. In fact, the majority of IQT business during the 10/2008-12/2010
time period relates to non-Lifeline customers. For example, 1QT collected $1.8 million

payments from non-Lifeline customers from 10/2008 to 12/2010. During this same
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period, 1QT received under $1,000,000 in lifeline customer payments. If other ETCs
participating in federal and state Lifeline/Linkup programs found the “profit center”

identified by Staff, QT did not.

FEDERAL REQUIREMENTS

Q:

IS IT YOUR UNDERSTANDING THAT IQ TELECOM IS ENTITLED TO BE
DESIGNATED AS AN ETC IF IT DEMONSTRATES THAT IT IS CAPABLE OF
MEETING ALL OF THE OBLIGATIONS IMPOSED BY SECTION 214(c) OF
THE 1996 ACT AS WELL AS THE REQUIREMENTS ESTABLISHED BY THE

FCC’S MARCH, 9 2005 ORDER?

Yes. 1QT fulfills all the obligations of 214(e) of the 1996 Act. In addition, pursuant to

Staff’s request, IQT also meets the suggested requirements of the FCC’s ETC Order.

WHAT ARE THE FEDERAL REQUIREMENTS FOR OBTAINING ETC

DESIGNATION AS SET FORTH IN THE 1996 ACT?

In addition to being in the “public interest,” the initial requirements established by

8214(e)(l) of the 1996 Act state:

A common carrier designated as an eligible telecommunications carrier under
paragraph (2) or (3) shall be eligible to receive universal service support in
accordance with section 254 and shall, throughout the service area for which the

designation is received:

(A) Offer the services that are supported by Federal universal service
support mechanisms under Section 254(c), either using its own facilities

or a combination of its own facilities and resale of another carrier’s
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services (including the services offered by another eligible

telecommunications carrier); and

(B) Advertise the availability of such services and the charges therefore

using media of general distribution.

HOW WILL 1Q TELECOM’S PRESENCE AS AN ETC IN ILLINOIS AFFECT

THE MARKET AS A WHOLE AND THE PUBLIC INTEREST GENERALLY?

A grant of 1QT’s application will serve the public interest and the market as a whole by
promoting additional deployment of 1QT’s wireless service offering. 1QT offers quality
service at affordable prices. The designation of IQT as an ETC for the limited purposes of
offering Lifeline and Link-up service will increase customer choice for low income
consumers eligible for Lifeline and Link-up support in the areas requested. 1QT’s service
offering will provide additional options for low income customers and increased access to
emergency services for the public overall, to the extent that it enables low income

customers to obtain service.

IQT acknowledges that 47 CFR § 54.405 requires all ETCs to make Lifeline services
available to qualifying consumers and this service is available in 1QT’s service area.
Designation of IQT as an ETC would make Lifeline and Link-up available to customers,
thereby offering telecommunications to a market that is often limited in service and

selection.

An additional part of the FCC’s public interest assessment includes a “cream skimming”

analysis if the ETC applicant is seeking designation below the study area level of a rural
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telephone company.® 1QT does not seek designation below the study area level of a rural

telephone company, and therefore, no “cream skimming” analysis is required.

THE FIRST CRITERION FOR ETC DESIGNATION UNDER SECTION 214(e)(1)

IS COMMON CARRIER STATUS. ISI1QT ACOMMON CARRIER?

Yes. IQT is a common carrier for purposes of obtaining ETC designation under 47 U.S.C.
8 214(e)(2). I understand a common carrier is generally defined in 47 U.S.C. § 153(10) as
“any person engaged as a common carrier for-hire” in interstate or foreign
communications utilizing either wire or radio technology, except for radio broadcasters.

IQT meets this definition.

THE SECOND REQUIREMENT IS THAT I1Q TELECOM OFFER THE
“SUPPORTED SERVICES.” WHAT ARE THE SUPPORTED SERVICES THAT

MUST BE OFFERED?

The FCC has identified (at 47 C.F.R. 8§54.101(a)) the following services and
functionalities as the core services to be offered by an ETC and supported by federal

universal service support mechanisms:

a) Voice grade access to the public switched network. “Voice grade access’” is
defined as a functionality that enables a user of telecommunications services to
transmit voice communications, including signaling the network that the caller

wishes to place a call, and to receive voice communications, including receiving

3 ETC Order at 141.
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a signal indicating there is an incoming call. For the purposes of this part,

bandwidth for voice grade access should be, at a minimum, 300 to 3,000 Hertz;

Local usage. “Local usage” means an amount of minutes of use of exchange

service, prescribed by the FCC, provided free of charge to end users;

Dual tone multi-frequency signaling or its functional equivalent. “Dual tone
multi-frequency” (DTMF) is a method of signaling that facilitates the

transportation of signaling through the network, shortening call set-up time;

Single-party service or its functional equivalent. "Single-party service" is
telecommunications service that permits users to have exclusive use of a wireline
subscriber loop or access line for each call placed, or, in the case of wireless
telecommunications carriers, which use spectrum shared among users to provide
service, a dedicated message path for the length of a user's particular

transmission;

Access to emergency services. "Access to emergency services" includes access
to services, such as 9 11 and enhanced 911, provided by local governments or
other public safety organizations. 911 is defined as a service that permits a
telecommunications user, by dialing the three-digit code "911” to call emergency
services through a Public Service Access Point (PSAP) operated by the local
government. "Enhanced 911" is defined as 911 service that includes the ability to
provide automatic numbering information (ANI), which enables the PSAP to call
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back if the call is disconnected, and automatic location information (AH), which
permits emergency service providers to identify the geographic location of the
calling party. "Access to emergency services" includes access to 911 and
enhanced 911 services to the extent the local government in an eligible carrier's

service area has implemented 911 or enhanced 911 systems;

Access to operator services. "Access to operator services” is defined as access
to any automatic or live assistance to a consumer to arrange for billing or

completion, or both, of a telephone call;

Access to interexchange service. "Access to interexchange service" is defined as
the 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;

Access to directory assistance. "Access to directory assistance™ is defined as
access to a service that includes, but is not limited to, making available to

customers, upon request, information contained in directory listings; and

Toll limitation for qualifying low-income consumers. “Toll limitation” is
defined to include either “Toll Blocking” or “Toll Control” offered to qualifying

Lifeline and Link-Up customers at no charge.
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CAN 1Q TELECOM CURRENTLY PROVIDE THE SUPPORTED SERVICES

SET FORTH ABOVE USING ITS EXISTING IN NETWORK?

Yes. 1QT can provide all of these supported services to consumers in Illinois. | will

provide separate assurances for each service below.

Voice grade access to the public switched network. 1QT has demonstrated it

meets this requirement. 1QT is able to originate and terminate telephone service for all of
its subscribers. All customers are able to place and receive calls on the public switched

network within the specified bandwidth.

Local usage. The FCC has not quantified any minimum amount of local usage
required to be included in a universal service offering. 1Q Telecom will provide a
wireless service plan which provided 100 free minutes per month for lifeline customers

consistent with the requirements of 47 CFR § 54.101(a)(2).

DTME. For wireless communications, DTMF signaling is the technology that
shortens call set-up time and makes “touchtone” dialing possible by facilitating the
transportation of signaling throughout 1QT’s network. Such signaling is included in

IQT’s service offerings.

Single-party service or its functional equivalent. IQT provides single party

service as the term is defined in 47 CFR § 54.101

Access to emergency services. 1QT certifies that through its wholesale

provider(s) it satisfies all 9-1-1 conditions. All 9-1-1 traffic will be handled in
accordance with 83 Ill. Adm. Code 725 and the Emergency Telephone Act. 50 ILCS

750/0.01 et seq.
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Access to operator services. IQT meets this requirement by providing access to

operator services to customers dialing “611” and access to directory services to customers

dialing “411.”

Access to interexchange service. IQT ‘s wireless service will provide all its

customers the ability to make and receive interexchange or toll calls.

Access to directory assistance. IQT will provide all wireless customers with

access to information contained in directory listings by dialing “411.”

Toll limitation for qualifying low-income consumers. 1QT will provide all its

wireless customers with access to toll limitation.

DOES 1Q TELECOM OFFER THE ABOVE-REFERENCED SUPPORTED
SERVICES VIA ITS OWN FACILITIES OR A COMBINATION OF ITS OWN

FACILITIES AND RESALE OF ANOTHER CARRIER’S SERVICES?

IQT’S wireless offerings will comply with the eligibility requirements for universal
service support mechanisms. In its provision of wireless service in the State of Illinois,
IQT will rely on a combination of resold services, which 1QT will obtain from its
underlying wireless network provider (Sprint) that currently operates its own networks,
and 1QT owned facilities, thus allowing IQT to meet the FCC’s requirement that an ETC
provide services, at least in part, through a “combination of its own facilities and resale of
another carrier’s services.” 1QT maintains its own facilities which are co-located with
other carriers’ facilities. This enables IQT with the ability to provide one or more of the

supported services required by the FCC to be considered a facility based provider.
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WILL 1IQ TELECOM PARTICIPATE IN THE LIFELINE AND LINK UP

PROGRAMS IF IT IS DESIGNATED AS AN ETC?

Yes. Upon designation as an ETC, IQT will participate in, and offer, Lifeline and Link-
Up programs to qualifying low-income consumers and publicize the availability of
Lifeline and Link-Up services in a manner reasonably designed to reach those likely to

qualify for those services, as required by 47 C.F.R. § 54.401-54.417; 54.405(b).

As emphasized above, at this time, 1QT seeks only to provide assistance to low-income
customers through the Lifeline and Link-Up programs. The Company does not seek any
high cost funding since the area in which is seeking ETC status has not been designated a

high cost area.

A THIRD REQUIREMENT FOR DESIGNATION AS AN ETC IS TO
ADVERTISE THE AVAILABILITY OF THE SUPPORTED SERVICES. HOW
DOES IQ TELECOM INTEND TO ADVERTISE THE AVAILABILITY OF THE

SUPPORTED SERVICES?

IQT’s advertising will comply fully with all provisions contained in 47 CFR 8§ 54.405;
54.411, as well as other applicable requirements contained in 47 CFR Part 54.
Specifically, IQT will advertise the supported services on a quarterly basis and will place
those advertisements in a media of general distribution that targets the residential
customer including newspapers, mail advertisements and radio. In addition, 1QT is
willing to provide written notification of universal service programs to the directors of
municipal, State and federal governmental agencies within 1QT’s service territory whose

clientele is likely to benefit from the program. As noted in the UTAC testimony of Mr.
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Cherry, 1QT goes beyond this requirement in promoting the availability of these universal

service options. (Exhibit H, pp. 10-11.)

ARE THERE ANY ADDITIONAL MANDATORY FEDERAL REQUIREMENTS
THAT MUST BE MET IN ORDER TO BE DESIGNATED AN ELIGIBLE

TELECOMMUNICATIONS CARRIER?

No, there are no additional mandatory federal requirements. However, 1QT will adhere

to the requirements contained in the FCC’s ETC Order.

BRIEFLY EXPLAIN WHY YOU DO NOT BELIEVE THESE ADDITIONAL

REQUIREMENTS ARE MANDATORY IN THIS FILING.
In the FCC’s ETC Order, it states, in relevant part, that:

we encourage states that exercise jurisdiction over ETC designations pursuant to
section 214(e)(2) of the Act, to adopt these requirements when deciding whether

a common carrier should be designated as an ETC.* (emphasis added)

Illinois exercises jurisdiction over the ETC designations. The FCC’s language does not
mandate the new rules. Instead, it “encourages” states to adopt them. The Illinois

Commerce Commission has no rules adopting these new requirements.

PLEASE OUTLINE THE NEW REQUIREMENTS FOUND IN THE FCC’S ETC

ORDER.

* ETC Order at 1.
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The FCC’s ETC Order asks the states to consider adopting the following requirements:

(1) a commitment and ability to provide services, including providing service to
all customers within its proposed service area; (2) how it will remain functional
in emergency situations; (3) that it will satisfy consumer protection and service
quality standards; (4) that it offers local usage comparable to that offered by the
incumbent LEC; and (5) an understanding that it may be required to provide
equal access if all other ETCs in the designated service area relinquish their

designations pursuant to section 214(e)(4) of the Act.

IS 1IQ TELECOM ABLE TO SATISFY EACH OF THE ADDITIONAL

REQUIREMENTS ESTABLISHED IN THE FCC’S MARCH 17, 2005 ORDER?

Yes. As the following testimony will show, IQT meets all applicable requirements. I will

outline each requirement separately and demonstrate 1QT’s ability to meet each one.

WILL 1Q TELECOM MEET THE FIRST REQUIREMENT - *“A
COMMITMENT AND ABILITY TO PROVIDE SERVICES, INCLUDING
PROVIDING SERVICE TO ALL CUSTOMERS WITHIN ITS PROPOSED

SERVICE AREA”?

Yes. The FCC’s ETC Order suggests the following commitments be met in order to
fulfill the first requirement:
(1) by providing services to all requesting customers within its designated service

area; and (2) by submitting a formal network improvement plan that

demonstrates how universal service funds will be used to improve coverage,

> ETC Order at 120.
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signal strength, or capacity that would not otherwise occur absent the receipt of

high-cost support.®

IQT commits to providing service throughout its proposed ETC-designated service area

to all consumers making a reasonable request for service.

With respect to the network improvement plan, the FCC suggests an ETC applicant
submit a five-year plan describing its proposed improvements or upgrades to the
applicant’s network on a wire center-by-wire center basis throughout its designated
service area.” 1QT submits that this requirement is not applicable. 1QT provides service
using a combination of resale and its own facilities. 1QT limits its ETC status to only
receiving USF support for Lifeline and Link-Up services for its low income customers. A
strict application of this requirement would leave IQT’s low income customers at a
disadvantage since the Company would not be able to fulfill such a task. This fact should

not limit the availability to become an ETC.

WILL IQ TELECOM MEET THE SECOND REQUIREMENT - “HOW IT WILL

REMAIN FUNCTIONAL IN EMERGENCY SITUATIONS”?

Yes. 1QT’s underlying facilities-based carriers allows IQT to provide to its customers the
same ability to remain functional in emergency situations as currently provided by the
underlying network provider to their own customers (including access to a reasonable

amount of back-up power to ensure functionality without an external power source,

® ETC Order at 121.

"1d. at 123.
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rerouting of traffic around damaged facilities, and the capability of managing traffic

spikes resulting from emergency situations).

WILL 1Q TELECOM MEET THE THIRD REQUIREMENT - “THAT IT WILL
SATISFY CONSUMER PROTECTION AND SERVICE QUALITY

STANDARDS”?

Yes. The FCC’s ETC Order suggests the following commitments be met in order to
fulfill the third requirement:
[M]ake a specific commitment to objective measures to protect consumers...In

addition, an ETC applicant, as described infra, must report information on

consumer complaints per 1,000 handsets or lines on an annual basis.?

1QT will satisfy applicable consumer protection and service quality standards. As part of
the certification requirements for exchange and interexchange services, 1QT must, and
indeed does, abide by the service quality and consumer protection rules set forth in Ill. 83
Adm. Code 730, 731, 732, 735 and 736. 1QT requests a waiver of Code Part 736.610, the
requirement that customers receive monthly bills. 1QT commits to comply with Illinois
consumer protection and service quality standards as set forth in the Commission
regulations cited above. In addition, IQT commits to reporting information on consumer
complaints per 1,000 handsets on an annual basis consistent with the FCC’s ETC Order.
IQT generally commits to satisfying all applicable state and federal requirements related

to consumer protection and service quality standards.

8 ETC Order at 128.
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WILL 1IQ TELECOM MEET THE FOURTH REQUIREMENT - “THAT IT
OFFERS LOCAL USAGE COMPARABLE TO THAT OFFERED BY THE

INCUMBENT LEC”?

Yes. The FCC’s ETC Order suggests the following commitments be met in order to
fulfill the fourth requirement:
[D]emonstrate that it offers a local usage plan comparable to the one offered by

the incumbent LEC in the service areas for which the applicant seeks

designation.’

The FCC requires that an ETC’s local usage plan should be reviewed on a case-by-case
basis to ensure that each ETC provides a local usage component in its universal service
offering that is comparable to the plan offered by the ILEC. The plans need not be
identical and the FCC has not adopted any minimum local usage requirements.’* As a
designated ETC, IQT is required to comply with applicable minimum local usage
requirements. 1QT will utilize competitive, reasonable rates and 1QT’s usage plan(s) and

its lllinois rates will be capped at the levels set for in its tariff for one year.

IQT commits that all rates (non-recurring and recurring) will be identical for subsidized
and non-subsidized customers (before application of the subsidy) and this equality will
specifically be set forth in 1QT’s tariff. 1QT will notify the Staff and the Office of the
Attorney General 30 days prior to any reductions in rates, (including promotions and
discounts) and after 1 year capped rates period, IQT will provide Staff and the Office of

the Attorney General with a minimum of 30 days notice prior to any rate increase.

® ETC Order at 132.

' Ibid
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IQT will provide Lifeline wireless customers 100 free usage minutes per month. In the
event that a Lifeline customer does not use all free minutes provided in a give month,
those minutes will roll over to the next month. 1QT will offer 30 minutes of wireless
customer service calls per Lifeline end user, per month, at no charge. After 30 minutes,
regular per minute charges will apply. Notice will be given to Lifeline customers via a
free text message when they have used 20 minutes of their customer service allowance,

and 10 minutes remain.

WILL 1Q TELECOM MEET THE FIFTH REQUIREMENT - “AN
UNDERSTANDING THAT IT MAY BE REQUIRED TO PROVIDE EQUAL
ACCESS IF ALL OTHER ETCs IN THE DESIGNATED SERVICE AREA
RELINQUISH THEIR DESIGNATIONS PURSUANT TO SECTION 214(e)(4) OF

THE ACT”?

Yes. The FCC’s ETC Order suggests the following commitments be met in order to
fulfill the fifth requirement:
[T]o provide equal access to long distance carriers in their designated service

area in the event that no other ETC is providing equal access within the service

area.*

The FCC’s ETC Order does not impose a general equal access requirement on ETC
applicants at this time, but instead suggests the applicants acknowledge that an ETC
applicant may be required to provide equal access to long distance carriers in their

designated service area in the event that no other ETC is providing equal access within

1 ETC Order at 135.
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the service area.® IQT acknowledges that it may be required to provide equal access to

long distance carriers in the event that no other eligible telecommunications carrier is

providing equal access within the service area.

ARE THERE ANY OTHER REQUIREMENTS FROM THE FCC’S ETC ORDER

FOR WHICH STAFF SEEKS FURTHER EVIDENCE? PLEASE EXPLAIN.

Yes. Also included in the FCC’s ETC Order were reporting requirements that must be

met annually. The annual reporting requirements include the following:

)

(2)

progress reports on the ETC’s five-year service quality improvement plan,
including maps detailing progress towards meeting its plan targets, an
explanation of how much universal service support was received and how the
support was used to improve signal quality, coverage, or capacity; and an
explanation regarding any network improvement targets that have not been

fulfilled. The information should be submitted at the wire center level;

detailed information on any outage lasting at least 30 minutes, for any service
area in which an ETC is designated for any facilities it owns, operates, leases, or
otherwise utilizes that potentially affect at least ten percent of the end users
served in a designated service area, or that potentially affect a 911 special facility
(as defined in subsection (e) of section 4.5 of the Outage Reporting Order). An
outage is defined as a significant degradation in the ability of an end user to
establish and maintain a channel of communications as a result of failure or
degradation in the performance of a communications provider’s network.

Specifically, the ETC’s annual report must include:

(1) the date and time of onset of the outage;

124.
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(2) a brief description of the outage and its resolution;

(3) the particular services affected:;

(4) the geographic areas affected by the outage;

(5) steps taken to prevent a similar situation in the future; and

(6) the number of customers affected;

the number of requests for service from potential customers within its service
areas that were unfulfilled for the past year. The ETC must also detail how it

attempted to provide service to those potential customers;

the number of complaints per 1,000 handsets or lines;

certification that the ETC is complying with applicable service quality standards

and consumer protection rules,

certification that the ETC is able to function in emergency situations;

certification that the ETC is offering a local usage plan comparable to that

offered by the incumbent LEC in the relevant service areas; and

certification that the carrier acknowledges that the Commission may require it to
provide equal access to long distance carriers in the event that no other eligible

telecommunications carrier is providing equal access within the service area.

1IQ TELECOM ABIDE BY THOSE ANNUAL REPORTING

REQUIREMENTS ENUMERATED IN THE PREVIOUS QUESTION AND

ANSWER?
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IQT commits to comply with all annual reporting requirements required of it as a
recipient of low-cost support to the extent applicable. 1QT also agrees to provide detailed
quarterly reporting to the Commission and UTAC for both wireline and wireless

operations separately as specified in 83 Ill. Adm. Code 757.

PLEASE EXPLAIN WHAT YOU MEAN WHEN YOU SAY IQ TELECOM WILL
ABIDE BY THE ANNUAL REPORTING REQUIREMENTS “TO THE EXTENT

APPLICABLE.”

Under FCC guidelines, an ETC Applicant must submit a five-year plan that describes
with specificity proposed improvement or upgrades to the applicant’s network or wire
center-by-wire center basis throughout its proposed designated service area. The
Commission determined that the only circumstance warranting deviation from this
requirement is where an applicant’s requested ETC serving territory would qualify it to
receive no “high cost” USF support, but only “low income” USF support. 1QT is not
seeking high cost support in this proceeding and will seek additional ETC certification
from this Commission before it accepts any such support. Should circumstances change
such that IQT becomes eligible to receive high cost support, it will fully comply with the
multi-year network improvement plan requirement to the extent required by the
Commission. Because IQT is not requesting a designated service are in which high cost
support is currently available, it is clear that it seeks ETC designation solely for the
purposes of reimbursement for provision of subsidized Lifeline services to eligible

customers.
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WHAT LIFELINE AND LINK-UP DISCOUNTS WILL CONSUMERS RECEIVE

IN ILLINOIS?

IQT will offer consumers the full measure of discounts. For Link-Up, that means 50% off
the activation fee, up to a maximum $30 discount. On Lifeline, we will offer the full Tier
1 discount, the amount of which depends on the end user common line charge. We will

offer the full Tier 2 discount of $1.75. We will offer any available state Tier 3 discount.

COMMITMENTS

Q:

PLEASE EXPLAIN THE COMMITMENTS THAT 1IQ TELECOM WILL MAKE

IF GRANTED ETC STATUS.

IQ Telecom agrees to the following commitments:

The Staff has expressed concern that reliance upon the applicant’s simple attestation of
Lifeline/Link-up eligibility, absent official supporting documentation of the type noted
herein, may be insufficient to safeguard against program waste, fraud or abuse. 1QT will
require applicant documentation of Lifeline/Link-up eligibility at the time of initial
customer enrollment, and in all verification of ongoing eligibility for Lifeline
participation. This will consist of documentation verifying current participation in one of
the qualifying proxy programs listed in Section 757.10 of the Act. Acceptable
documentation will include a valid, dated copy of a document issued by a qualifying
agency, such as the Department of Human Services, establishing proof of participation in

the claimed proxy program. This condition is intended to address Staff’s concern.

IQT requests waiver of the Commission Code Part 736 requirement that customers
receive monthly bills (Section 736.610 Customer Billing). The parties have stipulated
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that they do not object to this waiver provided the waiver applies only to pre-paid

wireless telecommunications services.

IQT will provide to the Commission and UTAC separate wireline and wireless detailed

quarterly reporting as specified in 83 Ill. Adm. Code 757.

IQT certifies that it satisfies, and will continue to satisfy, through its wholesale

provider(s) all 9-1-1 related conditions for the purpose of receiving Lifeline funding.

IQT will utilize competitive, reasonable rates and 1QT’s usage plan(s) and rates will be

capped at the levels set forth in the tariff, for one year.

All non-recurring and recurring rates will be identical for subsidized and non-subsidized
customers before application of the subsidy. In addition, each Lifeline and Linkup
subsidy will be specifically set forth in the tariff. A copy of the tariff will be provided to

Staff prior to entry of the ICC ETC Order.

IQT agrees to notify the Staff and the Office of the Attorney General 30 days prior to any
reductions in rates, including promotions and/or discounts. After the 1 year capped rates
period, 1QT agrees to provide Staff and the Office of the Attorney General with a

minimum of 30 days notice prior to any rate increase that exceeds the initial year’s cap.
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IQT will offer 30 minutes of wireless customer service calls per Lifeline end user, per
month, at no charge. After 30 minutes, regular per minute charges will apply. Notice
will be given to Lifeline customers via a free text message when they have used 20

minutes of their customer service allowance, and 10 minutes remain.

IQT will provide Lifeline wireless customers 100 free usage minutes per month. In the
event that a Lifeline customer does not use all free minutes provided in a given month,

those minutes will roll over to the next month.

IQT agrees to identify inactive handsets, remove them from the Lifeline roll, and
discontinue receiving USAC support for those customers. The Staff has expressed
concern that the absence of this or a similar requirement may be insufficient to safeguard
against program waste, fraud or abuse. IQT has agreed that the following procedure will

be utilized:

In the event that an IQT wireless customer goes 60 days without any usage, independent
of the service end date, 1QT will attempt to contact that customer. 1QT will first attempt
to text message the customer asking them to call customer service. In the event that this is
unsuccessful 1QT will then attempt to contact the customer via a telephone call to the

handset and/or an alternative number.

If the customer wishes to discontinue service or if 1QT is still unable to contact the
customer after 75 days without any usage, the customer will be immediately de-enrolled
from 1QT’s Lifeline program, their IQT Lifeline benefits will be discontinued, and 1QT
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will not seek further USF reimbursements for that customer, unless within 30 days from
de-enrollment, the customer uses the phone or contacts customer service to request re-

enrollment in the Lifeline program. Lifeline benefits will not be applied retroactively.

If the customer does not use the phone or request re-enrollment within 30 days of the de-
enrollment, the customer’s phone will be de-activated and they will no longer be able to
make or receive calls, other than 9-1-1 calls. Customers will be able to make 9-1-1 calls

even after they are de-enrolled and de-activated.

In accordance with Commission rules set forth in Code Part 757, Subpart C, 1QT
acknowledges that it will not seek Illinois UTSAP supplemental connection fee

assistance, and that such assistance.

IQT will comply fully with all provisions contained in 47 CFR Part 54.411, as well as

other applicable requirements contained in 47 CFR Part 54.

IQT will cooperate fully with any formal or informal Commission or Staff investigation

or audit.

IQT will annually report the amount of USF funding received and the amount of
subsidization to Lifeline and Link-up customers. (Application at 12.) This is intended to
provide the Commission with an accurate accounting of the receipts and disbursements of

federal USF support by 1QT.
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IQT will make all necessary tariff filings in accordance with Part 757. Further, 1QT will
review tariff filing requirements for the wireless service offering the subject of this
Docket, on an ongoing basis, with consultants and attorneys specializing in such area,

quarterly at the least.

IQT will use only Staff approved Lifeline or Linkup Certification Forms and procedures

to accomplish verification of continued eligibility under the Lifeline/Linkup program.

IQT will verify all orders to change long local and long distance wireline service for
Ilinois Lifeline/Linkup customers using a letter of agency consistent with 13-902 and in

form and substance as approved by Commission Staff.

SUMMARY

PLEASE SUMMARIZE YOUR TESTIMONY AND I1Q TELECOM’S

COMMITMENTS WITH RESPECT TO BECOMING AN ETC?

I believe Staff fails to recognize problems inherent with the segment of the customer base
receiving Lifeline and Linkup benefits. In doing so, Staff concludes that such problems
must relate to the method in which 1QT manages the Lifeline/Linkup program. In fact,
the issue of concerning the difficulty of customer retention pervades the Lifeline/Linkup
program as a whole. In particular, USAC information relating to the churn rate of non-
ILEC ETCs directly competing with 1QT in the Illinois market during all relevant periods
at issue demonstrates that low customer retention rate under this program is not unique to
IQT.
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Separately, 1QT addressed Staff’s concerns regarding the company’s prior tariff
maintenance issues. In doing so, IQT acted swiftly in replacing the prior tariff specialists
with new more capable hands, and implementing internal procedures to avoid such issues

in the future.

At the end of the day, I believe 1QT has shown that it fulfills the state and federal
requirements for designation as an Eligible Telecommunications Carrier in the designated
areas of AT&T Illinois. 1QT meets the requirements of 47 U.S.C § 214(e)(1) and the
FCC’s ETC Order and, therefore, should be deemed an Eligible Telecommunications
Carrier so it can provide Lifeline and Link-Up services to its qualifying Illinois
customers. Finally, in addition to the standard ETC requirements, IQT agrees to
additional commitments in order to address some of Staff’s concerns. Those

commitments are the following:

1. IQT certifies that all “low income” USF funding received will be used to support

subsidized rates for its Lifeline and Link-Up customers.

2. IQT certifies that it will timely notify the ICC of any future change that would
render it eligible to receive USF “high cost” support. IQT will notify the
Commission within three weeks of learning of any potential change in USF

support.

3. IQT certifies that in the event of any such future change in USF support, it will
timely file a revised five-year spending plan to account for appropriate use of all
“high cost” USF support received. IQT commits to filing this plan within six

weeks after notifying the Commission of any change in USF support.
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Should 1QT fail to abide by these commitments, it understands that the
Commission could, upon proper notice and hearing, revoke 1QT’s designation as
an ETC. Specific language regarding these commitments will be offered during

the briefing stage of the case.

IQT will make all necessary tariff filings in accordance with Part 757. Further,
IQT will review tariff filing requirements for the wireless service offering the
subject of this Docket, on an ongoing basis, with consultants and attorneys

specializing in such area, quarterly at the least.

IQT will use only Staff approved Lifeline or Linkup Certification Forms and
procedures to accomplish verification of continued eligibility under the

Lifeline/Linkup program.

IQT will verify all orders to change long local and long distance wireline service
for Hlinois Lifeline/Linkup customers using a letter of agency consistent with 13-

902 and in form and substance as approved by Commission Staff.

IQT is willing to discuss taking other steps to address Staff concerns as may

reasonably be requested by Staff.

DOES THIS CONCLUDE YOUR TESTIMONY?
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1021 A Yes.
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