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Q. Please state your name and business address. 1 

A. My name is Michael Guffy.  I work for Shawnee Telephone Company at 120 West Lane, 2 

PO Box 69, Equality, IL 62934. 3 

Q. Are you the same Michael Guffy who provided Direct Testimony on behalf of 4 

Shawnee Telephone Company (the “Company) on April 6, 2011 and Rebuttal 5 

Testimony on behalf the Company on August 30, 2011? 6 

A. Yes, I am. 7 

Q. What is the purpose of your testimony? 8 

A. As part of my direct testimony I provided Schedule 1.01 as Shawnee Exhibit 1.01, which 9 

included certain information pertinent to Shawnee’s request for updated Illinois Universal 10 

Service Fund (“IUSF”) funding in this docket.  Staff witnesses have suggested that 11 

Shawnee ought not to receive any updated IUSF until Shawnee explains more about 12 

certain federal loans and federal and state grants it has or will be receiving.  I will 13 

respond with such information. I will also respond to certain other issues raised, and I 14 

will provide an update to Shawnee’s Schedule 1.01.   15 

I Description & Demonstration of Shawnee’s Rural Utilities Service (“RUS”) and 16 
State of Illinois Funding impact on IUSF in this and any future proceedings 17 

Q. Did Shawnee recently receive funding from RUS as noted in Mr. Hoagg’s and Ms. 18 

Everson’s testimony? 19 

A. Yes. In July 2010, Shawnee received an American Reinvestment and Recovery Act 20 

(“ARRA”) Broadband Initiatives Program (“BIP”) combination loan-grant from the 21 

Rural Utility Service (“RUS”) for the single purpose to construct a last mile Fiber to the 22 
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Home (“FTTH”) project in southern Illinois. While this FTTH project represents a 23 

significant portion of Shawnee’s current period investment, it does not represent the total 24 

of network investment and upgrades completed by Shawnee.  Shawnee has internally 25 

financed a multitude of other rather significant network projects above and beyond the 26 

scope of the ARRA BIP project.  Finally, the FTTH ARRA BIP project funding only 27 

covered approximately 90% of the entire project cost, leaving Shawnee to internally 28 

invest almost $925,000 of our direct funds towards completion of the ARRA BIP project.    29 

Q. Explain the nature of the ARRA BIP funds and how they will be utilized. 30 

A. Shawnee received a $7,352,929 ARRA BIP loan-grant consisting of a $6,249,989 RUS 31 

loan (85%) and a $1,102,940 RUS grant (15%).  It also received an associated 32 

$1,000,000 matching grant from the State of Illinois Department of Commerce and 33 

Economic Opportunity (“DCEO”) for the purpose of providing FTTH facilities. The 34 

purpose of this project is to construct last mile facilities which serve approximately 1,209 35 

households, 438 businesses, and 35 anchor institutions (public schools, libraries, law 36 

enforcement agencies, and medical care facilities) in portions of Shawnee’s southern 37 

Illinois serving area.  The project has been supported by Governor Quinn, DCEO/PCI, 38 

Senator Durbin, and Congressman Shimkus, as well as a host of local and state 39 

representatives, and is intended to create new jobs and stimulate economic growth in 40 

portions of Shawnee’s service area within communities that have the lowest per-41 

household income and highest unemployment in the state. To date, Shawnee has created 42 

over 350 new high-quality jobs, and invested an additional $925,000 of capital directly 43 

towards the completion of this construction project.  44 
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 Again, while significant, the ARRA BIP funding only covered approximately 90% of the 45 

project cost leaving Shawnee to invest nearly $925,000. 46 

Although the RUS BIP program has sometimes been referred to as “Federal funding 47 

support,” securing a loan for $6,249,989 does not comprise federal “support” in any 48 

meaningful sense.  Rather, it is an actual and bona fide loan that Shawnee must repay to 49 

RUS in full, plus interest, and during the term of which Shawnee is subject to RUS-50 

imposed financial, collateral, and audit covenants.  It is no different from any other 51 

government or private bank loan for which Shawnee and other entities must apply, obtain 52 

approval, comply with the contractual requirements, and repay in order to obtain the  53 

necessary funding for substantial investment projects. 54 

RUS identifies the primary purpose of these funds as being “to finance the improvement, 55 

expansion, construction of systems or facilities to furnish and improve telephone service 56 

in rural areas.”  The loan portion of the BIP award is no different from Shawnee’s 57 

previous RUS loans.  Shawnee has been a long-time borrower from RUS and has a 58 

lending relationship with RUS dating back to the early 1960s.  Specifically, Shawnee has 59 

relied upon RUS loans since the early 1960s to finance seven (7) significant 60 

telecommunications infrastructure construction and upgrade projects in various portions 61 

of its network. Shawnee’s 2009 financial data, as reported to the Commission on Form 62 

23-A, included RUS long-term debt in the amount of $8,452,919 which remained unpaid 63 

at that time with respect to the most recent RUS projects.  The Commission reasonably 64 

and properly has never previously questioned the eligibility for IUSF support of the 65 

projects and facilities associated with these prior RUS loans. 66 
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In addition to the loan element, the $1,102,940 grant element of the BIP award, as well as 67 

the associated $1,000,000 State of Illinois grant, are both essential to the financing of 68 

certain aspects of the very specific RUS ARRA BIP last mile project.  As will be 69 

discussed below, these grants will not be included in the Shawnee regulated rate base or 70 

otherwise increase any of the investment or expenses that affect IUSF support.  At the 71 

same time, these grant funds are not available for uses other than the specific ARRA BIP 72 

project, and will not affect the amount of funding distributed to Shawnee by the IUSF to 73 

support the existing and future infrastructure investments and operations.   74 

Q. Mr. Hoagg and Ms. Everson raised questions about the accounting for the RUS loan 75 

and grant.  They suggested that, absent some further explanation, Shawnee’s 76 

participation in an updated IUSF should be reduced to zero.  Do you agree? 77 

A. No. Because I can provide an explanation demonstrating that the loan and grants are 78 

properly handled under standard accounting principles, I do not agree that Shawnee’s 79 

participation should be reduced to zero.  First of all, as I explained above, 85% of the 80 

cited RUS loan-grant is not “Federal support,” but rather it is a $6,249,989 RUS loan for 81 

a specific last mile infrastructure project within a portion of Shawnee’s network.  As with 82 

previously-obtained RUS and commercial loans which Shawnee has received, this 83 

particular RUS ARRA BIP loan must be repaid in full, with interest, and comes with a set 84 

of financial, collateral, and other loan covenants with which Shawnee must comply to 85 

avoid default and acceleration of its repayment obligations.  Neither the remaining 15%, 86 

the $1,102,940 grant from RUS, nor the $1,000,000 matching grant from the State of 87 

Illinois will become part of Shawnee’s rate base. 88 
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Second, the RUS BIP loan funds referenced by the Staff will be received by Shawnee 89 

during the 2011-to-2012 period, and (given the general two-year lag between 90 

expenditures and high-cost support) these loan funds and associated investments and 91 

expenses are not likely to begin to be reflected in federal or IUSF support calculations 92 

until the 2013-to-2014 period.  In other words, the BIP project relates to a period that is 93 

clearly and entirely outside the scope of this proceeding.  For numerous reasons of case 94 

management, administrative efficiencies, and consistency, the parties to this proceeding 95 

have elected to utilize 2009 financial results as reported to the Commission with the 96 

standard adjustments agreed to and described in Mr. Schoonmaker’s testimony.  Shawnee 97 

understands that the Staff wants simply to understand the nature of these loan-grants.  So 98 

I will discuss below the accounting treatment and general impacts of the loan-grant funds 99 

and the potential impact on future funding periods.   100 

Q. How are the ARRA RUS BIP loans treated for accounting and rate base purposes?  101 

A. Shawnee, like all other Illinois local exchange carriers, is subject to FCC accounting 102 

requirements, which are found in Section 32 of the FCC’s Rules.  (See 47 C.F.R. Part 32 103 

– Uniform System of Accounts for Telecommunications Companies.)  Moreover, the 104 

Illinois Commerce Commission’s  rules requires its local exchange carriers to follow the 105 

FCC’s Part 32.  See, 83 Il. Admin Code Sec. 710.01: 106 

The Illinois Commerce Commission (Commission) adopts 47 CFR 32, as of 107 
March 2, 2005, as its uniform system of accounts for telecommunications 108 
carriers, as defined in Section 13-202 of the Public Utilities Act [220 ILCS 109 
5/13-202], subject to the exceptions set forth in this Part.  No incorporation in 110 
this Part includes any later amendment or edition. 111 

 Under Part 32, regulated assets purchased with ARRA RUS BIP loan proceeds are treated 112 

just like any other regulated asset; the fact that a regulated asset was purchased with loan 113 
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proceeds does not exclude that asset from ratemaking. ARRA BIP loans are not 114 

contributions of capital, and therefore should be treated consistently with normal 115 

capitalization practices. Regulated assets purchased with loan funds are included in both 116 

ratemaking and universal service support calculations.  When Shawnee draws down 117 

portions of the $6,249,989 BIP loan from RUS, it will debit a cash account and credit a 118 

long-term loans payable account just like it has done for previous RUS and commercial 119 

loans consistent with the Part 32 accounting rules.  When Shawnee uses loan proceeds to 120 

pay for facilities and equipment, Shawnee will debit the appropriate fixed asset 121 

account(s) and credit a cash account in the same manner that it has treated previous 122 

loan-financed investments.  The investment will initially be tracked in the accounting 123 

work order job system under account 2003.0 Telecommunications Plant Under 124 

Construction (TPUC).  Upon completion and close-out of an individual job/work order, 125 

the investment will be placed into service; based on the type of investment contained in 126 

the work order job, the appropriate Telephone Plant in Service account with be debited 127 

(i.e., buried cable, central office transmission, etc.). Once placed into service, the 128 

investment will subsequently account for depreciation, accumulated depreciation, and 129 

maintenance.  Additionally, interest expense and principal repayments will be calculated 130 

in the same way it has been done for prior loans and infrastructure investments.   131 

Q. How are the grants and partial grants treated for accounting and rate base 132 

purposes?  133 

A  Pursuant to directives from National Exchange Carrier Association (NECA) and the 134 

Rural Utility Service (RUS), grants and partial grants must be treated in a manner 135 

consistent with contribution of capital as prescribed in Part 32.2000(a)(2). At the time 136 
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grant funds are received Shawnee will debit a cash account and credit a deferred grant 137 

revenue account.  Then when the fixed asset portion purchased with grant money is 138 

placed into service, Shawnee will debit the deferred grant revenue account and credit the 139 

plant account charged with the cost of construction.  In other words, the asset purchased 140 

with grant funds will be reduced by a contra-asset account, dollar for dollar. The result is 141 

Shawnee will not include the $1,102,940 RUS BIP grant nor the $1,000,000 State of 142 

Illinois DCEO grant (nor the portion of any facilities or equipment purchased with these 143 

grant funds) in its rate base or operating expenses which are used to calculate its IUSF 144 

support.  145 

Q. How will the Illinois DCEO and Federal ARRA BIP grant funds impact future USF 146 

payments? 147 

As discussed above, the assets purchased with grant funds will be offset dollar for dollar 148 

by a contra-asset account.  The contra-asset account will be netted against the asset 149 

account, reducing the book value for the asset purchased by the amount of grant funds. 150 

For example, if 15% of the project is funded with a grant and the company provided the 151 

remaining 85%, the booked asset value would only reflect 85% of the cost of the project.  152 

Therefore, only 85% of the cost of the asset would be included in potential USF recovery. 153 

Specifically, in relationship to Shawnee’s ARRA BIP award, the $6,249,989 BIP loan 154 

from RUS will be included in Shawnee’s rate base and will affect its future federal high-155 

cost and IUSF support.  In contrast to the prescribed accounting treatment for regulated 156 

assets purchased with ARRA BIP loan funds, neither the assets purchased with the 157 

$1,102,940 RUS grant nor the $1,000,000 State of Illinois grant will be included in the 158 
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rate base or affect future federal or state support.  This prescribed FCC accounting 159 

treatment yields the result that is reasonable and equitable for Shawnee, its customers, 160 

and the entities that contribute directly and indirectly to the IUSF and federal universal 161 

service programs.   162 

Q. How do RUS loans and grants affect previous investments by the recipient?  163 

A  RUS loans and grants would affect a carrier’s previous investments only if -- and to the 164 

extent that -- new facilities and equipment purchased and deployed with the loan and/or 165 

grant funds replace certain pre-existing facilities and equipment, and therefore, cause 166 

such facilities and equipment to be retired.  In such cases the depreciation, expense, 167 

revenue, and other accounting adjustments necessary to retire or sell the replaced 168 

facilities and equipment may impact the calculation of federal high-cost and/or IUSF 169 

support in one direction or the other based on the detail algorithm contained in the annual 170 

federal high cost support data request. 171 

 In contrast, where an RUS loan/grant is used to upgrade one portion of a carrier’s service 172 

area, it should have a more direct and significant impact on the federal or state high-cost 173 

support received for the remaining portions of the carrier’s rural service area.  In some 174 

cases, the process of averaging costs on a study area basis may result in an increase or 175 

decrease in the average loop costs and other per-line expenses within a carrier’s study 176 

area due to a new infrastructure project supported by a RUS loan/grant.  However, those 177 

portions of the carrier’s rural service area which are not included in the upgrade project 178 

will continue to be served by the same facilities and equipment and will continue to have 179 

approximately the same operating, maintenance, and depreciation expenses.  Federal and 180 
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state high-cost support will continue to be a necessity in order to furnish the customers in 181 

these rural areas with quality services at affordable rates. 182 

Q. Should the Commission consider the specific financial impact of Shawnee’s RUS 183 

loan funding on the proposed IUSF and Shawnee’s Schedule 1.01?  184 

A. First and foremost, the RUS loan/grant and state grant identified by Staff will have no 185 

impact on Shawnee’s Schedule 1.01 funding request here because they will not be 186 

reflected in any Shawnee financials until 2011-2012, and even if the IUSF were updated 187 

annually (which Shawnee advocates), they would not impact IUSF payments until the 188 

2013-2014 time frame.  Here, the IITA has agreed with AT&T to use as a base year 2009 189 

for reasons explained by Mr. Schoonmaker in his various testimonies.  Even if the RUS 190 

loan/grants and state grant had some extraordinary impact on Shawnee (which they will 191 

not), it would be inappropriate to single out Shawnee for changes to its financials outside 192 

of the established base year. 193 

Q. Please provide a brief summary of Staff witness Mary Everson’s direct testimony in 194 

this proceeding and the potential impact on Shawnee.  195 

A.  Ms. Everson’s testimony incorporates the adjustments proposed by Dr. Zolnierek to the 196 

Schedules 1.01 submitted by the majority of the IITA member companies; however, Ms. 197 

Everson’s testimony does not incorporate the data from Shawnee Telephone Company’s 198 

Schedule 1.01.  Ms. Everson’s testimony should be updated to include Shawnee 199 

Telephone Company, and the supporting Schedule 1.01 (see attached Shawnee Exhibit 200 

1.01 (as revised 3/23/12)) should be adopted in light of the clarification and reconciliation 201 

of Shawnee’s ARRA RUS BIP funding.   202 
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II – State Access Reduction and Schedule 1.01 Revised Treatment 203 

Q. In the Stipulation, the IITA and AT&T identified the access replacement portion of 204 

the IUSF fund as a separate sub-element of the IUSF fund.  Dr. Zolnierek has 205 

proposed that the access reductions implemented by companies be incorporated into 206 

the Schedule 1.01 analysis rather than in a separate subsection of the fund.  What 207 

are your comments regarding his proposal? 208 

A. Shawnee does not object to using Dr. Zolnierek’s process.  In fact, Shawnee believes 209 

using Dr. Zolnierek’s approach will make comparisons easier between the Staff exhibits 210 

and IITA exhibits in subsequent rounds of testimony. Additionally, we believe that 211 

Dr. Zolnierek’s rationale allows for a straight-forward analysis of the financial impacts 212 

any access reductions will have on the current fund.  Additionally, Dr. Zolnierek’s 213 

approach could make the fund easily adaptable once the FCC finalizes its rule changes on 214 

access reform under the anticipated ICC/USF FNPRM reform. Ultimately, Shawnee 215 

agrees that Dr. Zolnierek is correct in including the reduction in access revenues as a 216 

“Standard adjustment” to the schedule 1.01 annually until such time that access is fully 217 

transitioned to the FCC jurisdiction.   218 

As a result, consistent with Mr. Schoonmaker’s rebuttal testimony and Dr. Zolnierek’s 219 

recommendation, the Company has included as Shawnee Exhibit 1.01 (as revised 220 

03/23/12) a revised Schedule 1.01 analysis incorporating recalculated access reduction 221 

amounts.  These access reduction amounts were provided to the Company by the IITA 222 

based on the 2009 revised access revenue impact calculation to utilize as an adjustment in 223 

the Schedule 1.01 calculation, and are further detailed in Mr. Schoonmaker’s testimony 224 

and his analysis included in the IITA exhibits. 225 
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Q. Has Shawnee made any other adjustments to the previously filed Schedule 1.01? 226 

A. Yes.  Shawnee has lowered the Rate of Return to be consistent with the Staff and IITA 227 

adoption of a 9.34% rate of return; and finally, Shawnee has slightly revised the previous 228 

estimated standard adjustment # 4 – change in future period federal USF to reflect the 229 

actual distributions for USAC, since the 2011 accounting is now known. 230 

Q. Mr. Rubins of the Geneseo Companies in his rebuttal testimony has asserted that 231 

Shawnee miscalculated its ADIT.  Is he correct? 232 

A. Yes.  The ADIT was inadvertently overlooked in Shawnee’s original Schedule 1.01 233 

submission; however, that oversight has since been corrected, and  the ADIT included in 234 

the attached Schedule 1.01, Shawnee Exhibit 1.01 (as revised 03/23/2012).  235 

III – POLICY MATTERS & CONSIDERATIONS   236 

Q. Do you have any Policy issues you would like to comment on or clarify? 237 

A. 1. – The need to update the fund.  Shawnee agrees with the Staff testimony of Mr. 238 

Hoagg  that it is appropriate to immediately adjust the allocation of the fund to “improve 239 

the allocation of IUSF support among and between the various recipients of IUSF 240 

support” and establish an interim fund based on the 2009 financial information; Shawnee 241 

agrees that this reform is long overdue.  Additionally, Shawnee would suggest that in the 242 

long-term the Commission consider an annual submission of data in the future to ensure 243 

that the IUSF support be properly targeted among the various recipients.  The federal 244 

USF process has always included annual data submissions and reallocation of funds 245 

among recipients, and there is no indication that such annual submissions will be 246 

eliminated as a result of any of the pending FCC proceedings on USF reform.   247 
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  Finally, a sustainable IUSF is critical to ensure continued investment in a very 248 

capital-intensive industry like telecommunications. A reduction in support from the IUSF 249 

would have a  deleterious impact on expectations about future returns from investment in 250 

rural telecommunications infrastructure.  Reduced investment would also be 251 

accompanied by less spending for maintenance, replacement of old equipment, and 252 

investment to expand the range of offered services. The effect would be to pinch 253 

improvements in service for continuing customers and would result in degraded quality 254 

of service, as providers face the difficult choices involved in avoiding costs while still 255 

providing service.  Therefore, we again stress the urgent need to reform IUSF support at 256 

this time. 257 

2 – Statutory Requirements.  Shawnee supports the updating of an IUSF consistent with 258 

the statutory requirements associated with Mr. Schoonmaker’s testimony (Lines 600 – 259 

716) and Mr. Zolnierek’s  testimony (Lines 37 – 43),  “As an initial matter, the 260 

Commission itself previously determined that ‘economic cost’ as used in Section 13-301 261 

means ‘forward-looking cost.’”  The Commission further determined that the use of the 262 

forward-looking HAI cost model was only appropriate for the limited purpose of setting 263 

the legislatively permitted proxy costs.”  Specifically, in the Second Interim Order in 264 

docket 00-0233/0335, cons.  this Commission  proposed a limited use of the HAI model, 265 

“…We conclude that the use of a forward-looking cost model is appropriate in setting the 266 

legislatively permitted proxy costs and the HAI Model should be run across all of the 267 

small companies as a group (not individually) to determine the proxy costs of providing 268 

the supported services.”  Shawnee supports the proxy cost approach previously approved 269 

and implemented by this Commission; however, if the Commission elects to depart from 270 
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the limited historical “legislatively permitted proxy costs” in this proceeding, Shawnee 271 

has introduced the testimony  of Mr. David Blessing regarding the appropriate use of 272 

HAI vis a vis Shawnee Telephone Company.   273 

 3 – Rate of Return and the Schedule 1.01.  Rate-of-return regulation has enabled small, 274 

community-based communications providers in rural America to build and maintain the 275 

networks necessary to bring essential services to rural communities. Preserving this 276 

proven effective cost-recovery framework is critical to continued network technology 277 

deployment. 278 

  Rural rate-of-return (RoR) carriers have delivered high-quality services in hard-279 

to-serve high-cost areas, meeting the goals and objectives of regulators and legislators 280 

alike. The future economic and civic livelihood of rural communities will depend on 281 

affordable access to and the continued deployment and operation of advanced networks. 282 

RoR regulation offers carriers in high-cost rural areas a degree of stability and 283 

predictability in the cost recovery needed to confidently invest in the long-term networks 284 

of the future.  Additionally, RoR regulation keeps subscriber rates fair and affordable by 285 

providing support to rural ILECs, but RoR also limits returns on investment at levels set 286 

by regulators; thus, ensuring that a system of checks and balances is created.  287 

4 – The FCC actions on ICC/USF Reform.  Recently the FCC announced, “In the most 288 

significant policy step ever taken to connect all Americans to high-speed Internet, 289 

wherever they live,” the FCC voted unanimously to comprehensively reform its 290 

Universal Service Fund and intercarrier compensation systems, thus creating a new 291 

Connect America Fund.    Shawnee agrees with several parties, including Staff, that it is 292 
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highly probable that the FCC will issue an additional Order or series of Orders sometime 293 

before the end of 2012 and into early 2013 for full implementation and phase-in starting 294 

as soon as July 2012.  However, I am concerned about Mr. Hoagg’s recommendation on 295 

lines 52 through 56 that suggests, “Within 60 days of any action by the FCC materially 296 

affecting either the inter-carrier compensation or federal universal service fund (“USF”) 297 

levels received by IUSF recipients, each recipient will submit to the Commission an 298 

analysis of any such changes upon its finances.”  While I believe this analysis is valid and 299 

necessary, I believe that given the complex nature of the long-anticipated FCC action on 300 

intercarrier compensation and federal universal service, 60 days will not afford adequate 301 

time for small carriers and their consultants to carefully examine what is likely to be a 302 

very long and detailed FCC decision and to submit to the Commission a financial 303 

analysis of any such changes.  I believe it would be more reasonable to update the current 304 

IUSF based on the 2009 Schedule 1.01 information and establish an “interim fund” 305 

immediately; once the updated “interim fund” is established, it would be most efficient 306 

and appropriate to have a series of industry workshops to address the impacts of the 307 

FCC’s actions. These work shops would be designed to determine the best long-term 308 

solution to incorporate these federal policy changes into an Illinois IUSF fund that will 309 

ensure the continued provisioning of quality and efficient telecommunication services 310 

into the future.  311 

Q. Does that conclude your testimony? 312 

A. Yes it does. 313 
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Shawnee Telephone Company
Illinois Universal Service Funding Calculation

Based upon ICC Form 23A Report Data for December 31, 2009

Line # Description Source Amount Adjustment*
Adjusted 
Amount

1 Net Regulated Plant Form 23A, P 8, Net Plant  $   17,032,511 5,782,636$      22,815,147$    

2 Materials and Supplies Inventory Page 2, 13-Month Average            181,634 181,634           

3 Customer Deposits Form 23A, P 8, 4040 108,859           -                       108,859           

4 ADIT - Regulated Plant Form 23A, P 8, 4100 + 4340 269,783           -                       269,783           

5   Rate Base before Working Capital line 1 + line 2 - line 3 - line 4 22,618,139      

6 Working Capital Requirement

7      Total Operating  Expenses Form 23A, P 11, Total 7,149,374        718,356           7,867,730        

8      Less: Depreciation Expense Form 23A, P 11, 6560 1,152,177        724,235           1,876,412        

9      Total WC Operating Expense line 7 - line 8 5,997,197        (5,879)              5,991,318        

10      WC OE Requirement line 9 * 45 / 360 748,915           

11      Commission-Ordered Cash Balance Requirement -                       -                       -                       

12 Total Working Capital Requirement line 10 + line 11 748,915           

13 Total Rate Base line 5 + line 12 23,367,054      

14 Total Operating Revenues Form 23A, P 9, Total 8,870,422        1,487,812        10,358,234      

15 Less:  Illinois Universal Service Fund Page 3, Line 4 810,480           -                       810,480           

16 Net Operating Revenues line 14 - line 15 8,059,942        1,487,812        9,547,754        

17 Total Operating Expenses Form 23A, P 11, Total 7,149,374        718,356           7,867,730        

18 Other Operating Inc and Exp - Net Form 23A, P 12, 7100 -                       -                       -                       

19 Other Operating Taxes Form 23A, P 12, 7240 24,287             -                       24,287             

20 Net Op Inc before Income Taxes line 16 - lines 17, 18, & 19 886,281           769,456           1,655,737        

21 Income Tax Expense line 34 666,765           

22 Net  Operating Income line 20 - line 21 988,972           

23 Return on Rate Base line 22 / line 13 4.23%

24 After-tax Cost of Capital 9.34%

25 Target Net Operating Income line 24 * line 13 2,182,483        

26 Adj to Achieve Target Return on RB line 25 - line 22 1,193,511        

27 Gross Revenue Conversion Factor line 35 1.6742

28 ROR Funding Deficiency Including Inc Taxes line 26 * line 27 1,998,177        

29 Calculation of Income Tax Expense

30      Net Op Inc before Inc Taxes line 20 1,655,737        

31      Illinois Inc & Rep Tax Expense line 30 * 9.50% 157,295           

32      Net Op Inc before Fed Inc Tax line 30 - line 31 1,498,442        

33      Federal Income Tax Expense line 32 * 34.00% 509,470           

34 Total Imputed Income Tax Expense line 31 + line 33 666,765           

35 Gross Revenue Conversion Factor 1 / ((1 - .0950) * (1 - .34)) 1.6742

* Provide detail on Page 4 for all adjustments.

Page 1 of 4
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Shawnee Telephone Company
Illinois Universal Service Funding Calculation

Based upon ICC Form 23A Report Data for December 31, 2009
Material & Supplies Worksheet and Other Information

Line #

1 December-08 $177,982

2 January-09 $152,460

3 February-09 $165,784

4 March-09 $167,269

5 April-09 $178,545

6 May-09 $178,545

7 June-09 $178,545

8 July-09 $178,545

9 August-09 $219,441

10 September-09 $219,441

11 October-09 $219,441

12 November-09 $185,942

13 December-09 $139,303

14 13 Month Average $181,634

Sale/Lease Back Arrangement

The company does not have any sale(s)/lease back arrangement.
The company does have sale(s)/lease back arrangement.

Lease Agreement with Affiliates
The company does not have any lease agreements with affiliates.
The company does have lease agreements with affiliates.

Tax Status (1=Taxable, 2=Coop) 1

After Tax Return-Taxable 9.34%
After Tax Return-Coop 12.60%
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Shawnee Telephone Company
Illinois Universal Service Funding Calculation

Based upon ICC Form 23A Report Data for December 31, 2009
Operating Revenues By Category

Line # Source Amount

1 Local Revenues
 Form 23A, P 9, Total Local 
Network Service Revenues 1,136,746$               

2 State Subscriber Line Charges Trial Balance 12/31/09 -$                          
3 State Access Revenues Trial Balance 12/31/09 1,474,253$               
4 State Universal Service Support Trial Balance 12/31/09 810,480$                  
5 State Special Access Revenues Trial Balance 12/31/09 56,091$                    

6 Total State Access & Local Revenues Sum (Ln 1 - 5) 3,477,570$               

7 Federal Subscriber Lines Charges Trial Balance 12/31/09 306,882$                  
8 Federal Access Revenues Trial Balance 12/31/09 3,598,709$               
9 Federal High Cost Loop Support Trial Balance 12/31/09 1,344,840$               

10 Federal Special Access Revenues Trial Balance 12/31/09 469,484$                  

11 Total Federal Access Revenues Sum (Ln 7 - 10) 5,719,915$               

12 Misc Revenues Trial Balance 12/31/09 (327,063)$                 

13 Total Operating Revenues Ln 6 + Ln 11 + Ln 12 8,870,422$               
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Shawnee Telephone Company
Illinois Universal Service Funding Calculation

Based upon ICC Form 23A Report Data for December 31, 2009
Description of Adjustments

Description of Adjustment Debit Credit

Rate Base Adjustments
Extraordinary Plant Additions -Adj #3 $6,514,513
NON -Regulated GSF Reserve Allocation - Adj #5 $46,819
NON -Regulated GSF Plant Allocation - Adj #5 $54,460
Increase Accumulated Depreciation -Adj#3 $724,235

Revenue Adjustments

Prior Period Adjustment (2009) - Adj # 2 $352,084
Projected Increase in Federal USF  - Adj #4 $1,410,429
Projected Increase in Federal USF Related to 2009 Plant adds $0
Projected Increase in Federal USF Related to 2010 Plant adds $0

Revenue impact of mirroring 2009 AMOU Interstate Access Rate $274,701
as presented in IITA Rebuttal Testimony by Bob Schoonmaker

Expense Adjustments

Depreciation Expense Adjustment Plant Additions - Adj #3 724,235$             
Non regulated GSF Expense Adjustment - Adj # 5 5,879                   

Note:  Carry all adjustments forward to Page 1
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