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TESTIMONY OF ALLEN W. CHERRY1
ON BEHALF OF UNIVERSAL TELEPHONE ASSISTANCE CORPORATION2

DOCKET NO. 10-06343

Q1. Please state your name and address.4
5

A1. My name is Allen W. Cherry. My address is 711 S. River Road #703, Des6
Plaines, Illinois 60016.7

8

Q2. Please summarize your educational background and professional9
experience/duties.10

11
A2. I am a 1977 graduate of the Northwestern University School of Law. Since then,12

I have practiced as an attorney in public interest and public service assignments. I13
have represented low-income individuals and low-income community14
organizations before the Commission for more than 30 years. Those proceedings15
include energy and telecommunications issues. I represented low-income16
community organizations in the proceedings that created telephone lifeline17
programs in Illinois. I have worked with the board of the Universal Telephone18
Assistance Corporation since its inception, been a board member since 1995 and19
have served as President since 1998.20

21

Q3. In what capacity are you testifying today?22
23

A3. I am testifying on behalf of the Universal Telephone Assistance Corporation24
(“UTAC”), a not-for-profit corporation, of which all Illinois local exchange25
telecommunications carriers are members. The principal purpose of UTAC is to26
carry out the provisions of the Universal Telephone Service Assistance Program27
(“UTSAP”), as required by Section 13-301.1 of the Public Utilities Act and 83 Ill.28
Adm. Code 757, Subpart C. Part 757 contains the Commission’s rules.29

30
The UTAC Board is composed of nine directors, selected by the membership of31
UTAC. Under Section 757.215(d) of the Commission’s rules, five of the32
directors of UTAC represent local exchange carriers, two represent consumer33
interests, and two represent low-income customers. I have served on the UTAC34
Board since 1995, and I am currently the President.35

36

Q4. What is the purpose of this proceeding?37
38

A4. UTAC has filed the present petition pursuant to 83 Ill. Adm. Code § 757.200(e),39
requesting that the Commission reduce the amount of supplemental assistance40
provided under the UTSAP on an expedited basis. UTAC recommends that the41
Commission approve a one-time installation fee benefit of up to $5, but not to42
exceed 50% of the total installation charge. Eligible customers of ETCs would43
continue to receive full federal Lifeline and Link-Up benefits.44
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1

Q5. Please provide a summary of your testimony.2
3

A5. I will provide a brief background on the UTSAP and the installation fee benefits it4
offers for Illinois low-income telephone subscribers. Then I will explain in detail5
recent dramatic increases in requests for reimbursement of installation waivers by6
three competitive local exchange carriers in Illinois. I will describe UTAC’s7
investigation of the reasons for these unanticipated increases in reimbursement8
requests, and explain how the surge in reimbursement requests from these three9
carriers threatens to deplete the UTSAP fund for low-income telephone10
assistance. Finally, I will explain why UTAC believes that an expedited order11
reducing the UTSAP supplemental installation fee waiver to $5 is necessary and12
how that should be implemented.13

14
Q6. Please provide a brief overview of the UTSAP program.15

16
A6. UTAC was formed in 1993 to administer the UTSAP, and its organizational17

documents were approved by the Commission in Docket No. 93-0067. The18
UTSAP is funded by voluntary charitable contributions from telephone19
subscribers in Illinois who choose to support universal telephone service through20
a donation added to their monthly telephone bills or a one-time donation. Section21
757.200 (c) of the Commission’s rules provides that UTSAP funds may be used to22
provide a waiver of the initial telephone service installation charges for eligible23
new subscribers and/or to provide a waiver of all or a portion of the monthly local24
exchange service obligation of eligible subscribers or eligible new subscribers.25

26
The Commission’s rules refer to the UTSAP assistance as “supplemental27
assistance” because it is supplemental to the federal low-income telephone28
assistance programs, known as Link-Up and Lifeline. UTSAP assistance is29
available to qualified low-income telephone subscribers of all Illinois local30
exchange telecommunications carriers, while the federal Link-Up and Lifeline31
programs are only offered to customers of “eligible telecommunications carriers”32
(“ETCs”) as defined in 47 C.F.R. § 54.5.33

34

Q7. How is the level of UTSAP assistance for low-income telephone subscribers35
established?36

37
A7. On or before July 1 of each year, UTAC files a petition with the Commission38

pursuant to 83 Ill. Adm. Code § 757.200(b), recommending the form and amount39
of supplemental assistance to eligible low-income telephone subscribers from the40
UTSAP fund. The Commission then establishes by order the supplemental41
assistance benefit for the subsequent 12 months.42

43

Q8. Could you please summarize the financial assistance that is currently offered to44
qualified Illinois telephone subscribers?45
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1
A8. Pursuant to the Commission’s Order in Docket No. 10-0417 issued on August 18,2

2010, the UTSAP currently provides for connection assistance to cover $12 of a3
telecommunications carrier’s connection fee, up to a maximum of 50% of the4
carrier’s total connection fee. For customers of eligible telecommunications5
carriers, the federal Link-Up Program also provides connection assistance to6
cover 50% of the carrier’s total connection charge up to $30.7

8
In addition, qualified subscribers of ETCs receive a monthly credit under the9
federal Lifeline program equal to $1.75 plus their carrier’s subscriber line charge10
(end user common line charge), which varies from carrier to carrier. By federal11
regulation, subscriber line charges cannot exceed $6.50. Currently, most Illinois12
subscribers have subscriber line charges of $4.95 to $6.50.13

14

Q9. Do the Illinois supplemental assistance benefits and the federal Link-Up and15
Lifeline assistance benefits go directly to the low-income telephone customer?16

17
A9. No. The telecommunications carrier waives the applicable charges to the18

customer, and is reimbursed by UTAC from the UTSAP fund and by the19
Universal Service Assistance Corporation (“USAC”) from federal funds. An20
ETC can receive up to $42 for each eligible new subscriber it connects: $12 from21
UTAC and $30 from USAC.22

23

Q10. Why is UTAC requesting a change in the amount of supplemental assistance24
outside of the annual filing made in July of each year?25

26
A10. Since UTAC’s most recent filing in Docket No. 10-0417, unforeseen and27

dramatic increases in the reimbursement claims of certain competitive ETCs28
threaten to deplete the UTSAP fund. UTAC’s monthly expenses now29
substantially exceed its income, creating an urgent need for expedited relief.30

31
The rules governing the UTSAP contemplate that the Commission may reduce the32
UTSAP benefit in circumstances such as this. 83 Ill. Adm. Code § 757.200(e)33
provides that the Commission may temporarily reduce the amount of the34
supplemental assistance if total program costs exceed or will exceed funds35
available from contributions that fund the UTSAP.36

37

Q11. Why didn’t UTAC take the dramatic increases in claims into account in its most38
recent supplemental assistance petition in Docket No. 10-0417?39

40
A11. When UTAC prepared its annual petition in Docket No. 10-0417, its financial41

outlook for the next twelve months appeared to be stable. The UTSAP fund42
balance had decreased by only $10,000 in the previous twelve months. As of43
May 31, 2010, the UTSAP had a fund balance of approximately $1,019,000 as44
compared to approximately $1,029,000, on May 31, 2009. Also as of May 31,45
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2010, UTSAP average monthly installation waiver expenses had decreased by1
$8800 as compared to May 31, 2009. Since voluntary contributions had decreased2
by approximately the same amount as the waiver expense, the UTAC Board3
prudently concluded, in late May of 2010, that its expenses, income, and fund4
balance were relatively stable.5

6
At that time, UTAC had could not have known that vastly increased7
reimbursement requests from several competitive telecommunications carriers8
were on the horizon. Based on then-current expense and income data, UTAC9
estimated a remaining UTSAP fund life of approximately 15 years. UTAC10
therefore recommended that the installation fee benefit remain at $12 for another11
year. Based on the information that was then available, maintaining the $1212
installation fee waiver prudently and appropriately balanced UTAC’s duty to13
safeguard the UTSAP fund with its mandate to provide benefits intended to14
increase telephone subscribership in Illinois.15

16

Q12. Please explain what you mean in your Answer 10 by “dramatic increases in17
reimbursement claims of certain competitive ETCs”.18

19
A12. Beginning in June, 2010, requests for reimbursement from the UTSAP fund for20

the $12 connection fee waiver from several competitive, landline ETCs began to21
increase dramatically and without any forewarning to UTAC.22

23
For example, IQ Telecom, Inc. (“IQ Telecom”) had averaged just under $11,00024
per month in waiver expenses for the first 5 months of 2010. However, IQ25
Telecom’s reimbursement requests skyrocketed to $54,300, $68,700, $53,600,26
and $44,000 in June, July, August and September, 2010, respectively.27

28
Similarly, Midwestern Telecom, Inc. (“MTI”) had averaged $4,400 per month in29
reimbursement requests for the first 5 months of 2010. MTI requested $9,100,30
$14,700, and almost $23,800 in July, August and September, 2010, respectively.31

32
SOS Telecom, Inc. (“SOS Telecom”), which had averaged approximately $2,30033
in waiver reimbursement requests for the first 5 months of 2010, requested34
$5,800, $5,950, $4,900, and $6,000 in June, July, August and September, 2010,35
respectively.36

37
As a group, these three competitive ETCs’ requests for reimbursement increased38
517% from the first quarter to the third quarter of 2010.39

40
Schedule 4 to my testimony presents this data in graphic form.41

42

Q13. What is the source of UTAC’s data on the reimbursement requests of IQ Telecom,43
MTI, and SOS Telecom?44

45



5

A13. This data comes from the Quarterly Reports to the Commission that each local1
exchange carrier submits to UTAC and is required to file with the Commission2
pursuant to 83 Ill. Adm. Code § 757.245(b) and § 757.Exhibit A. Copies of the3
Quarterly Reports submitted by these three carriers to UTAC are attached as4
Schedule 1 (IQ Telecom), Schedule 2 (MTI) and Schedule 3 (SOS Telecom) to5
my testimony.6

7

Q14. How do the reimbursement requests from these three competitive ETCs compare8
with other Illinois ETCs?9

10
A14. To put these dramatically increased reimbursement claims by competitive ETCs11

into perspective, AT&T’s requests for reimbursement have remained consistent12
throughout 2010, ranging from a low of $9,120 in January to a high of $11,316 in13
March, 2010. AT&T requested an average of $10,340 per month in connection14
fee reimbursement between June and September, 2010, compared to a monthly15
average of $55,140 in claims by IQ Telecom, $16,120 in claims by MTI, and16
$5,660 by SOS Telecom for that same period.17

18
For the last three months in which statewide data on LEC reimbursement requests19
are available, these three CLECs together have requested 88% (July, 2010), 86%20
(August, 2010) and 86% (September) of all funds claimed by Illinois carriers for21
reimbursement of installation waivers. AT&T requested 11% (July), 12%22
(August), and 12% (September) of all funds, and all other local exchange carriers23
together account for 1.5% (July), 2% (August), and 2% (September) of all claims24
submitted.25

26

Q15. Aren’t these three competitive ETCs highly successful in promoting UTAC’s27
mission to increase universal telephone service?28

29
A15. Unfortunately, UTAC has concerns about whether the unprecedented sums of30

UTSAP funds paid to these competitive ETCs, and IQ Telecom in particular, are31
furthering the universal service goals of the program. The intent of the Illinois32
UTSAP fund (like the intent of the federal Link-Up program) is to promote33
universal service by increasing telephone subscribership among low-income34
customers. Subsidizing the installation fee for low-income telephone subscribers35
was intended to reduce barriers to connection so that low-income customers could36
obtain telephone service. Once they are connected to the telephone network, the37
federal Lifeline program provides discounted monthly service.38

39
Although IQ Telecom seeks reimbursement for connecting record numbers of40
new low-income subscribers to the telephone network, its Lifeline subscribership41
is not increasing commensurately. Rather, it appears that these low-income new42
telephone subscribers disconnect quickly, often without making a single payment.43
IQ Telecom connected 23,000 customers to their telephone network in the first 944
months of 2010 alone, yet reported only 5,038 Lifeline customers as of45
September, 2010. (Schedule 1.) In response to UTAC’s questions, IQ Telecom46



6

provided data that indicate that in July, August, September and October, 2010,1
over 90% of the Lifeline customers who were disconnected received only a free2
month of service and never made any payments to IQ Telecom. As of September3
30, 2010, only 7% of IQ Telecom’s Lifeline customers had been on the telephone4
network for more than three months.5

6
MTI and SOS Telecom likewise do not show gains in Lifeline customers at a rate7
that parallel their increases in Link-Up and UTSAP enrollments. (Schedules 2 and8
3.)9

10

Q16. What accounts for the recent and rapid increase in reimbursement claims from11
these competitive ETCs?12

13
A16. Initially, UTAC did not have any explanation for the sudden increase in claims for14

UTSAP connection fee reimbursement from these three competitive ETCs in the15
third quarter of 2010. At its meeting on October 27, 2010, UTAC’s board of16
directors authorized me to inform the management of IQ Telecom, MTI, and SOS17
Telecom by letter that UTAC has concerns and questions regarding their rapid18
increases in claims for reimbursement of installation waivers and the apparent low19
rate of retention of these recently-connected low-income customers. The letter20
included specific questions that the companies were requested to address to help21
UTAC better understand the causes and effects of the recent increase in22
installation waivers.23

24

Q17. Have the three companies responded?25
26

A17. Yes, all three competitive ETCs responded to the questions.27
28

Q18. What did UTAC learn from the responses regarding the reasons for the rapid29
increase in connection fee waivers during the third quarter of 2010, and the low30
rate of retention of these low-income customers?31

32
A18. It appears that the companies engaged in very aggressive marketing by agents.33

For some or all of these companies, the agents approached potential customers34
outside public aid offices and/or went door-to-door in communities where the35
companies expected large concentrations of households eligible for connection36
benefits. The solicitation by these agents typically included an offer to connect37
service without any money from the participant and an initial month of free38
telephone service.39

40
IQ Telecom responded that it had established a new marketing campaign in May41
2010 for lifeline-eligible customers that offered free installation and the first42
month free. IQ stated that this campaign significantly increased new subscribers,43
but the customers who paid nothing tended to be terminated for nonpayment after44
the first free month.45
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1
MTI responded that during the past several months, it had augmented its2
traditional marketing with individual contact, including door-to-door marketing3
and solicitation outside of offices of public assistance that qualify customers for4
the Lifeline and Link-Up programs. It also appears that MTI waives all first5
month charges. Like IQ Telecom, MTI noted that this marketing campaign was6
very successful in recruiting new subscribers, but not in retaining them.7

8
SOS Telecom responded that its present owners purchased the company in April,9
2010 and significantly increased marketing efforts in order to revitalize the10
company. In addition, SOS Telecom also had a “free first month” promotion11
during the third quarter of 2010.12

13

Q19. Please explain how the increase in reimbursement claims from these competitive14
ETCs threatens to deplete the UTSAP fund.15

16
A19. Total UTSAP reimbursement claims for the first quarter of 2010 averaged less17

than $25,000 per month. In comparison, reimbursement claims for July 2010 are18
$94,120, for August are $84,980, and for September are $85,550. Virtually all of19
this increase comes from the same three competitive ETCs: IQ Telecom, MTI and20
SOS Telecom. The UTSAP fund cannot continue to support this unprecedented21
level of claims for reimbursement of installation fee waivers. If claims remain at22
the September 2010 level without increasing further, and the benefit level remains23
at $12, the UTSAP fund has a remaining life of only 14 months. If claims24
increase by 10% over the next months, the fund life decreases to 12 months. If25
claims increase by 25%, the fund life is only 10 months.26

27

Q20. Do UTSAP costs exceed funds available from contributions, as required for28
temporary relief under 83 Ill. Adm. Code § 757.200(e)?29

30
A20. Yes, UTSAP costs currently exceed funds available from contributions and31

interest income by a substantial amount. In September 2010 (from UTAC’s32
October 2010 financial report), total contributions plus interest income were33
approximately $35,640. The cost of installation waivers alone was $85,550 and34
UTAC’s total monthly expenses were $92,180.35

36
The UTSAP fund had a net loss of $69,600 in July 2010, a net loss of $62,300 in37
August, 2010, a net loss of $56,200 in September, and a net loss of $56,500 in38
October, 2010.39

40

Q21. Does UTAC anticipate that these competitive ETCs will continue to enroll41
customers in Link-Up and the UTSAP supplemental assistance program at a42
similar rate in the future?43

44
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A21. UTAC has no direct access to the marketing and promotion plans of local1
exchange carriers, including those whose business plans target the low-income2
market. This makes it difficult or impossible for UTAC to project future trends.3
For this reason, UTAC asked each of these three competitive ETCs for their4
projections of installation waivers during the next three quarters.5

6
Overall, their responses indicate that UTAC should expect installation waivers to7
remain at or near current levels through the end of 2010, and decrease in the first8
two quarters of 2011.9

10
IQ Telecom stated that it will terminate the free installation/free first month11
promotion on January 1, 2011. After that date, new low-income customers will12
be charged 50% of the installation fee ($30) and will have to prepay the first13
month of service. IQ projects that its installation waivers will decrease slightly in14
the 4th quarter of 2011, and then decrease more dramatically in the first and15
second quarters of 2011.16

17
MTI responded that it projects 4th quarter reimbursements requests to remain at18
current levels ($45,600), then drop significantly during the first quarter of 201119
and rise again to about half the current level in the second quarter of 2011.20

21
SOS Telecom responded that it anticipates a 14% increase in reimbursement22
claims in the fourth quarter of 2010, followed by significant decreases in the first23
and second quarters of 2011.24

25

Q22. What level of supplemental assistance does UTAC recommend until its next26
annual filing?27

28
A22. UTAC recommends that the supplemental connection fee waiver be set at $5 but29

not to exceed 50% of the carrier’s total installation charge until its next routine30
filing in July, 2011. Eligible customers of ETCs would continue to receive full31
federal Lifeline and Link-Up benefits.32

33

Q23. Why does UTAC recommend a temporary supplemental connection fee waiver of34
up to $5?35

36
A23. UTAC considers the $5 benefit level to be low enough to preserve the fund until37

UTAC’s next annual filing in July, 2011. At the same time, $5 still provides a38
meaningful benefit above the $30 Link-Up waiver, as an incentive to connect to39
the telephone network. If the supplemental assistance benefit is set at $5, and if40
reimbursement claims remain constant, the UTSAP fund would have a remaining41
life of more than 6 years. At the $5 benefit level, if reimbursement claims42
increase by 50%, the fund would still have a remaining life of almost 2.5 years.43
If these competitive ETCs are correct in their projections, their UTSAP44
reimbursement claims should be substantially lower by the time UTAC prepares45



9

its next annual filing, to be made in July of 2011. At that time, UTAC can1
consider whether to recommend an increase in the supplemental assistance level.2

3
Establishing a $5 UTSAP installation waiver will also ensure that Illinois is not4
considered a federal default state under the Federal Communication5
Commission’s (“FCC’s”) regulations.6

7

Q24. Please explain how a $5 installation waiver will ensure that Illinois is not a federal8
default state.9

10
A24. Under the FCC’s rules, a state must have a telephone assistance program and11

provide state support for the Lifeline/ Link-Up program in order not to be a12
federal default state. If the Commission were to terminate all UTSAP support for13
low-income connection assistance temporarily, Illinois would no longer be14
providing state support for the Lifeline/Link-Up program. Consequently, the FCC15
may consider Illinois to be a default state. Maintaining state supplemental16
assistance, even at the lower $5 level, constitutes state support for the17
Lifeline/Link-Up program and should prevent Illinois from being considered a18
default state.19

20

Q25. Why is it important that Illinois not become a federal default state?21
22

A25. The FCC’s regulations provide that any state that has a telephone assistance23
program and provides state support for the Lifeline/ Link-Up program may24
establish eligibility and verification criteria for the federal Lifeline and Link-Up25
programs that differ from the FCC’s “default” criteria. The federal default criteria26
currently include income-based eligibility (income below 135% of the federal27
poverty guideline) and certain verification requirements that the Illinois rules do28
not include.29

30
Federal “default status” would severely limit the Commission’s flexibility and31
remove its discretion to establish Lifeline and Link-Up eligibility and verification32
policies for Illinois. Only two years ago, UTAC, its member local exchange33
carriers, and the Commission concluded a rulemaking proceeding (Docket No.34
07-0476) that successfully established to the FCC that Illinois is not a default35
state.36

37
Termination all UTSAP benefits, even temporarily, could reverse this result. This38
would be very unfortunate, because the Commission would be required to adopt39
the federal Lifeline and Link-Up default rules. Such a rulemaking process, and the40
accompanying Lifeline and Link-Up eligibility changes, would be burdensome41
and time-consuming for the Commission, UTAC, and the carriers. Moreover, it42
would be wasteful and counterproductive, as UTAC hopes that the UTSAP fund43
can be sustained longer-term at an appropriate benefit level, so that Illinois can44
avoid becoming a federal default state.45

46
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Q26. Why does UTAC request that this case be handled on an expedited basis?1
2

A26. As noted in Question and Answer 19, the present level of claims for3
reimbursement will deplete the UTSAP fund rapidly if the benefit level remains at4
$12. In order to preserve the fund, urgent action is needed to reduce the UTSAP5
expenses. UTAC has no employees and very modest administrative expenses.6
Consequently, the only meaningful way to reduce UTSAP expenses is to reduce7
the level of the benefit at least temporarily.8

9

Q27. Could UTAC increase its income rather than reducing the level of UTSAP10
benefits?11

12
A27. This would be very difficult and costly. Income to the UTSAP fund comes only13

from voluntary contributions and interest income. Unfortunately, despite14
UTAC’s ongoing publicity efforts, UTSAP contributions have been decreasing15
steadily since 2000. For the first 8 months of 2010, contributions averaged almost16
$33,000 per month. Interest income has averaged $1656 monthly, for an average17
total income of $34,656 monthly. This income was more than sufficient when18
reimbursement claims averaged $25,000 per month. However, with19
reimbursement claims in excess of $80,000 since June, 2010, it is clear that20
UTSAP program costs significantly exceed the funds available from contributions21
and interest. UTAC and its public relations consultant, Filson-Gordon, do not see22
any realistic possibility of increasing contributions to UTAC sufficiently to cover23
the increased claims by these competitive ETCs without diverting an24
unacceptably large portion of the UTSAP funds to fund-raising efforts.25

26

Q28. Could UTAC lower the UTSAP expenses by investigating and potentially deny27
some of the claims of these three competitive ETCs rather than reducing the28
benefit level for all carriers and all new subscribers?29

30
A28. UTAC does not have the authority, resources or expertise to perform case-by-case31

audits or comprehensive investigations of these competitive ETCs. However, the32
Commission or its Staff may consider initiating an investigation of any or all of33
these companies, if it has concerns regarding the lawfulness of the companies’34
enrollment of record numbers of low-income subscribers or of their UTSAP35
installation waiver reimbursement requests.36

37
As noted above, UTAC has sent these three competitive ETCs general questions38
and has received their responses. Taking these responses at face value, it appears39
that the companies were coincidentally pursuing aggressive marketing strategies,40
including door-to-door and in-person solicitation and offers of free first-month41
service during the same time period of July though December, 2010.42

43
On one hand, UTAC is pleased that there are carriers with a special interest in the44
low-income, credit-impaired market that are willing to experiment with outreach45
efforts to connect new telephone subscribers. These kinds of carriers may be46
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more effective than traditional local exchange carriers in reaching low-income1
telephone subscribers and, thus, in promoting universal telephone service in2
Illinois.3

4
On the other hand, in their responses to UTAC’s questions, even IQ Telecom and5
MTI recognized that their recent aggressive marketing approaches enrolled many6
new telephone subscribers but did not retain them on the telephone network7
beyond the initial free month of service. When the rules governing the UTSAP8
(83 Ill. Adm. Code Part 757) were drafted, there was no competition in the low-9
income local exchange telephone market and customers could not leave one10
company for another. This revolving door of telephone service for low income11
customers was not contemplated. Consequently, the rules did not address the12
problem of customers receiving connection fee waivers from different carriers at13
the same address, or the problem of carriers receiving reimbursement from the14
UTSAP for customers who are disconnected after only a month of service.15

16
In short, taking the information that UTAC received from the competitive ETCs17
at face value, they may be entitled to reimbursement from the UTSAP fund under18
Part 757. At the same time, Part 757 may not reflect the current19
telecommunications industry, and may not sufficiently safeguard UTSAP funds to20
ensure that they are only expended in a manner that promotes universal telephone21
service. In the next several months, UTAC will consider whether there are22
amendments to Part 757 that could address these concerns.23

24

Q29. If the Commission reduces the UTSAP supplemental assistance level, will carriers25
need to file new tariffs?26

27
A29. Yes. Any change in the UTSAP supplemental assistance will require carriers to28

file new tariffs. Attachment 1 to UTAC’s Petition in this proceeding is the form29
of tariff for ETCs, reflecting UTSAP supplemental assistance of $5. Attachment30
2 to UTAC’s Petition is the form of tariff for local exchange carriers that are not31
ETCs, reflecting UTSAP supplemental assistance of $5.32

33

Q30. Why does UTAC request that the Commission’s order find that Illinois has a34
statutorily-mandated telephone assistance program, the UTSAP, which provides35
state support to the federal Lifeline/Link-Up programs?36

37
A30. As noted above, under the FCC’s rules, any state that has a state telephone38

assistance program and provides state support for the Lifeline/ Link-Up program39
is permitted to establish eligibility criteria that differ from the FCC’s “default”40
eligibility criteria. Illinois meets these criteria because it provides state support to41
the Link-Up program, and has established its own eligibility criteria by rule. See42
Docket No. 06-0312. On May 21, 2008, the Commission entered a final order in43
its rulemaking proceeding in Docket No. 07-0476, expanding the procedures for44
eligible telecommunications carriers to verify continuing eligibility for Lifeline.45
These rules ensure that Illinois conforms fully to the FCC’s requirements for non-46
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default states, as set forth in Report and Order and Further Notice of Proposed1
Rulemaking, In the Matter of Lifeline and Link-up, FCC No. 04-087, WC Docket2
No. 03-109 (April 29, 2004), and thereby confirm Illinois’ status as a non-default3
state. An express finding on this issue by the Commission in this proceeding will4
provide further confirmation to the FCC and its Universal Service Administration5
Company that Illinois is not a federal default state.6

7

Q31. Why does UTAC request that the Commission’s order authorize ETCs to continue8
to pass through to their qualified low-income customers the full amount of federal9
“Tier Two” support?10

11
A31. Under 47 C.F.R. §54.403(a)(2), the “Tier Two” federal Lifeline support of $1.7512

per month is available if the ETC certifies to the Universal Service Administration13
Company that it will pass through the full amount of Tier-Two support to its14
qualifying, low-income consumers and that it has received any non-federal15
regulatory approvals necessary to implement the required rate reduction. The16
Commission’s authorization to pass though this “Tier Two” amount provides17
ETCs with the “non-federal regulatory approvals” necessary to implement the18
pass-thought and to provide the required certification to USAC.19

20
Q32. Does this conclude your direct testimony?21

22
A32. Yes, it does.23

24


