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Witness Identification 

Q. Please state your name and business address. 1 

A. My name is Karen Y. Chang, and my business address is 527 East 2 

Capitol Avenue, Springfield, Illinois 62701. 3 

 4 

Q. By whom are you employed and in what capacity? 5 

A. I am employed by the Illinois Commerce Commission (“Commission”) as a 6 

Rate Analyst in the Financial Analysis Division. 7 

 8 

Q. Please describe your educational and occupational background. 9 

A. I graduated from the University of Illinois in Springfield with a Bachelor’s 10 

degree in Accountancy in 1993 and a Master of Business Administration 11 

degree in 2001.  I am a licensed Certified Public Accountant and a 12 

Certified Internal Auditor.  I joined the Commission as an Economic 13 

Analyst in the Rates Section of the Telecommunications Division in 2000.  14 

In February 2012, pursuant to a reorganization of the Public Utilities 15 

Bureau, I was reassigned to the Accounting Department of the Financial 16 

Analysis Division. 17 

Prior to the Commission, I worked in public accounting for four years and 18 

in internal auditing for four years in another State agency and a private 19 

business. 20 

 21 

 22 
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Q. Have you previously testified before any regulatory bodies?   23 

A. Yes.  I have testified on several occasions before the Commission.   24 

 25 

Q. What is the purpose of your Direct Testimony in this proceeding? 26 

A. The purpose of this testimony is to:  27 

 1) Comment on whether the Applicant (i.e., NG- 911, Inc. also referred 28 

to in this testimony as “Company”) possesses sufficient financial 29 

resources to provide local and interexchange services in the State of 30 

Illinois as a reseller or facilities based carrier; 31 

 2) Comment on whether the Applicant possesses sufficient financial 32 

resources to operate as a 9-1-1 system provider as required by Section 33 

13-900(c) of the Public Utilities Act (“Act”); 34 

 3) Respond to the Company’s request for a waiver from 83 Ill. Adm. 35 

Code 250 to maintain its books and records out of state; and 36 

 4) Respond to the Company’s request for a waiver from 83 Ill. Adm. 37 

Code 710 to not keep its books in compliance with the Uniform System of 38 

Accounts.   39 

 40 

Financial Resources to Provide Local and Interexchange Services in Illinois 41 
as a Reseller or Facilities Based Carrier 42 

Q. Does the Applicant possess sufficient financial resources to provide 43 

local and interexchange services in the State of Illinois as a reseller 44 

or facilities based carrier? 45 
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A. Yes. The financial statements provided by the Company in its Application 46 

and in Company witness Albert Fillenwarth’s direct testimony indicates 47 

that, among other things, the Applicant is meeting all its financial 48 

obligations, has had a growing, positive profit margin in the past two 49 

years, and is projected to have a positive profit margin in 2012. 50 

 51 

Based on my review, I conclude that the Applicant has the financial 52 

resources to provide local and interexchange services in the State of 53 

Illinois as a reseller or facilities based telecommunications carrier.   54 

Financial Resources to Operate as a 9-1-1 System Provider in Illinois  55 

Q.  What is the Act’s requirement with regard to the financial resources 56 

of a 9-1-1 system provider? 57 

A. Section 13-900(c) of the Act states:  58 

 The Commission shall approve an application for a Certificate of 9-59 
1-1 System Provider Authority upon a showing by the applicant, 60 
and a finding by the Commission, after notice and hearing, that the 61 
applicant possesses sufficient technical, financial, and managerial 62 
resources and abilities to provide network service and database 63 
services that it seeks authority to provide in its application for 64 
service authority, in a safe, continuous, and uninterrupted manner. 65 

 66 

Q.  What did the Company assert with regard to its compliance with this 67 

legal requirement? 68 

A. Company witness Michael Ramsey indicates in his direct testimony that 69 

the Company  has sufficient financial ability to operate as a 9-1-1 system 70 

provider.  He notes that since the statute does not specifically state how 71 
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such financial ability is to be measured, he offers as proof of the 72 

Company’s financial ability its “track record for providing continuous, 73 

uninterrupted services to ESTBs in Illinois and other states for more that 74 

12 years” as well as the fact that his Company has been doing business in 75 

Illinois for more than a decade.1 76 

 77 

 In addition, Company witness Albert Fillenwarth opines that his review of 78 

the Company’s 2010 and 2011 financial statements as well as 2012 79 

projections indicates that the Company’s “long term prospects seem very 80 

good.” 2 81 

 82 

 Lastly, I note that in its Petition, the Company indicated that it “will execute 83 

a surety bond to help defray costs incurred by the customer in replacing 84 

their system provider.”3  85 

 86 

Q. Did the Company indicate what it believes are the financial 87 

requirements of a 9-1-1 system provider?  88 

A. Yes. Company witness Ramsey testified that the “financial requirements to 89 

operate as a 9-1-1 System Provider depend upon the manner in which 90 

customers engage NG-911’s service.” 4 He noted that if customers already 91 

owned certain key equipment, the Company would “not have a significant 92 

                                            
1
 Pre-filed Testimony of Michael Ramsey at p.7, lines 4-6. 

2
 Pre-filed Testimony of Albert F. Fillenwarth at p.4, lines 94-95. 

3
 Applicant’s Petition, II.A.3. 

4
 Pre-filed Testimony of Michael Ramsey at p.6, lines 13-14. 
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capital requirement” but would instead have administrative and operating 93 

costs which he suggests are a function of how many customers are being 94 

served. 5   95 

   96 

Q.  What is your assessment of the sufficiency of the Company’s 97 

financial resources as a 9-1-1 system provider?  98 

A. The adequacy of the Company’s financial resources to serve a specific set 99 

of customers in the future cannot be determined at this time. As Mr. 100 

Ramsey testified, the financial requirements to successfully operate as a 101 

9-1-1 system provider is a function of who the customers are (that is, 102 

capital requirements are affected if customers own or do not own the 103 

necessary equipment) and how many customers there are (that is, 104 

administrative and operating expenses are higher when there are more 105 

customers). At this juncture, the Company has not identified the 106 

customers it will definitively serve in the future under the certificate it is 107 

seeking to obtain.   Nonetheless, based upon my evaluation of the 108 

financial related documents provided by the Company, it appears the 109 

Company is currently in good financial health. 110 

 . 111 

 It is important to note, however, that the Company states in its Petition that 112 

it “will execute a surety bond to help defray costs incurred by the customer 113 

                                            
5
 Id., lines 15-17. 
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in replacing their [9-1-1] system provider.”6  I agree that such a surety 114 

bond is an important element in a showing of financial adequacy as a 9-1-115 

1 system provider because, in the event the Company unexpectedly 116 

ceases operations, resources would be available for its customers to hire 117 

an alternative provider so that the affected 9-1-1 systems would be able to 118 

operate “in a safe, continuous, and uninterrupted manner.” (220/ILCS 119 

5/13-900(c))  Therefore, if the Company commits to entering into a 120 

contractual arrangement with its future customers to help defray the costs 121 

that such customers would incur to replace a 9-1-1 system provider in the 122 

event the Company unexpectedly ceased to operate, with the contractual 123 

amount jointly determined by the affected parties, then there would be 124 

greater assurance that the 9-1-1 service could be provided in a safe, 125 

continuous, and uninterrupted manner.   126 

   127 

Q.  What is your conclusion? 128 

A.  If the Company commits to entering into a contractual arrangement with its 129 

future customers to help defray the costs that such customers would incur 130 

to replace a 9-1-1 system provider in the event the Company 131 

unexpectedly ceased to operate (e.g. a surety bond) , with the contractual 132 

amount jointly determined by the affected parties, I conclude that from a 133 

financial standpoint, the Company would meet the financial requirement in 134 

Section 13-900(c) to qualify for a certificate of authority to operate as a 9-135 

1-1 system provider in the State of Illinois.   136 

                                            
6
 Applicant’s Petition, II.A.3. 
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 137 

Q.  What are your recommendations? 138 

A. I recommend that the Commission find that the Company has sufficient 139 

financial resources to operate as a 9-1-1 system provider provided that in 140 

its rebuttal testimony the Company explicitly commits to entering into a 141 

contractual arrangement with its future customers to help defray the costs 142 

that such customers would incur to replace a 9-1-1 system provider in the 143 

event the Company unexpectedly ceased to operate (e.g. a surety bond), 144 

with the contractual amount jointly determined by the affected parties. 145 

 146 

 I further recommend that the Commission reserve the right to revisit and 147 

review the adequacy of the Company’s financial resources when it actually 148 

contracts with customers to ensure that the Company’s financial resources 149 

are adequate to provide safe, continuous and uninterrupted service to 150 

those customers.  As noted in Staff witness Ross’s Direct Testimony (ICC 151 

Staff Ex. 1.0), the Commission will have the opportunity to review the 152 

financial resources of the Company when the Company’s customers (i.e., 153 

9-1-1 Authorities) seek Commission approval to establish or modify a 9-1-154 

1 system of which the Company would act as the 9-1-1 system provider. 155 

 156 

Waiver to Maintain Books Out of State 157 
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Q. The Applicant has requested a waiver of 83 Ill. Adm. Code 250 to be 158 

allowed to maintain its books and records out of state, in Iowa, at its 159 

current office address.  How do you respond? 160 

A. The waiver should be granted.  In response to Staff Data Requests KC 161 

3.01 and KC 3.02, the Applicant states that Applicant understands it must 162 

promptly produce all books and records at any time and place as 163 

requested by the Staff including producing the books and records at the 164 

Commission’s office.  The Applicant also stated that the Applicant would 165 

deliver physical, hard copies of records and/or electronic records when 166 

Staff requests.   167 

 168 

Waiver to Maintain Books in Compliance with the Uniform System of 169 
Accounts 170 

Q. The Applicant has requested a waiver of 83 Ill. Adm. Code 710 to 171 

keep its accounting system in accordance with Generally Accepted 172 

Accounting Principles (“GAAP”) rather than the Uniform System of 173 

Accounts (USOA) for Telecommunications Carriers.  How do you 174 

respond? 175 

A. A waiver of Part 710, governing the USOA, should be granted pursuant to 176 

Section 13-402 of the Act and the Orders entered in Dockets 84-0538 and 177 

84-0539, in order to reduce the economic burdens of regulation on a 178 

telecommunications carrier which only provides competitive services.   179 

 180 

Conclusion 181 
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Q. Please summarize your testimony. 182 

A. I recommend that the Commission find that NG-911, Inc. has the financial 183 

resources to qualify for a certificate of local and interexchange authority to 184 

operate as a reseller and/or facilities bases carrier of telecommunications 185 

services in the State of Illinois.   186 

 187 

 I recommend that the Commission find that the Company has sufficient 188 

financial resources to operate as a 9-1-1 system provider provided that in 189 

its rebuttal testimony the Company explicitly commits to entering into a 190 

contractual arrangement with its future customers to help defray the costs 191 

that such customers would incur to replace a 9-1-1 system provider in the 192 

event the Company unexpectedly ceased to operate (e.g. a surety bond), 193 

with the contractual amount jointly determined by the affected parties. 194 

 195 

 I recommend that the Commission reserve the right to revisit and review 196 

the adequacy of the Company’s financial resources when it actually 197 

contracts with customers to ensure that the Company’s financial resources 198 

are adequate to provide safe, continuous and uninterrupted service to 199 

those customers.  Commission review of the adequacy of the Company’s 200 

financial resources will occur when the Company’s customers (i.e., 9-1-1 201 

Authorities) seek Commission approval to establish or modify a 9-1-1 202 

system of which the Company would act as the 9-1-1 system provider. 203 

  204 
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 I recommend that the Commission grant the Company’s request to 205 

maintain its books and records outside of Illinois. 206 

 207 

 I also recommend that the Commission grant the Company’s request of a 208 

waiver to Part 710 and allow it to use GAAP accounting system. 209 

 210 

Q. Does this conclude your Direct Testimony? 211 

A. Yes, it does. 212 


