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JUDGE I?lrEY: -L--l Pursuant tcr the direction of the 

Illinois Commerce Commission, I now call 

Docket oc)-0619. This is an ApplicatiGn by TalkingNets 

Holdings, LLC for a certificate of local and 

interexchange authority to operate as a reseller an L rr' 

facilities- based carrier 0f telecommunications 

qprxIice= - v-2 thrGUghGUt the State of Illinois. 

Counsel I for the Applicant, will 

you enter an appearance for the record, please, name 

and address. 

M-S . FINN: Tamar Finn with Swidler Berlin 

Shereff Friedman, located at 3CGO K Street NW, Suite 

300, Washington, DC 200CI?: appearing on behalf nf 

TalkingNets Holdings, LLC. 

. witness at this tiIl?? DT 8 r e t he r e preliminary matters 

that YOU -wanted tcj deal with? 

MS. FINN: NG preliminary matters. Prepared tG 

call. 

JUDGE RILEY: And Mr. Philips is your w'itness? 

MS ‘ FINN : Yes i he is, 
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(Witness SWGr-XI.1 

JUDGE RILEY: Please proceed. Ms. Finn. 

;OHN FHILIFS, 

called as a witness herein, and aftfr being first 

duly sworn, was examined and testified as 20110~s: 

DIRECT EXAMINATION 

BY 

M S. FINN: 

Q Please state your name!, position, and 

business address fcjr the record, Mr. Philips. 

A My name is John Philips. I am the Chief 

Executive Officer nf TalkingNets Hcldings, LLC. My 

business address is 1111 Military Cutoff RGad, Suite 

3-1 L&v, Wilmington, North Carolina. My business 

telephone is SlO-258-0770. 

Q Coultd yiliu please, briefly, describe your 

background qualif irations? 

A Sure‘ 

Friar to joining TalkingNets, I 

. was slce president of business development at Telc~ 

Systems, which was a subsidiary of World Access. 

World Access is a leading supplisr SC+ f international 
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telecommunizations services, switching equipment i and 

. . trEUlSIlllS5iGn equipment used by CLECs. Internet service 

providers and lona-distance carriers, 

Prior TV that role, I was a 

founder of a startup company called Synaptyx 

Corporation, which developed equipment that allowed 

CLECs tG deliver integrated -voice and data services 

across emerging networks. I was involved in the sale 

Gf SynaptyX tG Telco System5 in the fall Of 1998 fGX’ 

$15 million. 

And prior to that I spent nine 

years at TTC, a subsidiary of Dynatech Corporation. 

TTC is the leading provider of operational tests 

analysis tools and systems for the telecom service 

provider market. 

From an educational experience. I 

graduated summa cum laude from Duke University in 

electrical engineering. 

Q Thank yau. 

Mr . Philips, do YOU have With YOU 

today a copy of a document entitled. "Testimony of 

John Philips" on behalf of TalkingNets Holdings, LLC? 
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A Ye5 I I do. 

Q And was that drJcument prepared by you cir 

under your direction? 

A T,- ^ icr5 P it was. 

Q If I were trJ a5k you the questions that are 

z=ntained in that document today, would your answers 

be the fame err if not, do you have any corrections to 

m&s? 

A My answers would be the s,ame except for the 

following eorrfctions and clarifications: 

First, with respect to how 

frequently TalkingNets will updat? the 9-1-l database 

with eus tamer information, fciund tin Page 8, Linr 19, 

the cGrrer+ _ answer shlzuld be that TalkingNets will 

update the database on a daily L--i- u-a515 I ncit on a mclnthly 

basis. 

JTJPGE RILEY: You said Page 8, Line 19? 

THE WITNESS: That ' 5 rights 

JrJDGE RILEY: The Fag? S that I have says. "DONS 

YOU;- company have procedures fc7r the transitioning of 

the 9-1-l surcharge collection and disbursement tE th.e 

lcical 9-l-1 system"? 
G 
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So I'm looking, Gbviously, at a 

different capy than the one you have. 

TIfE WITNESS: Oh, ysu know what, I think the 

problem here is this document was amended, since f 

wrote my notes up here. Actually, this should be -- 

the same fag? 8, Line 11. 

JUPGE RILEY: "TalkingNets will update the 

9-1-l database monthly"? 

THE WITNESS: Right I And that should state 

"daily i I' 

JUDGE RILEY : Then. it's the same document. 

THE WITNESS: That's right. It's the same 

document. I think what's happened here, since I wrclte 

my notes, I think we had -- obviously, it printed out 

differently or something, SO the lines are in a 

different place. 

JTJDGE RILEY: Gkay. Please* proceed. 

THE WITNESS: Second, with respect to whether 

TalkingNets wil 1 seek to Gbtain eligible carrier 

status r the correct answer shc7uld be! yes, we do 

intend to se?k that designatisn. I think it should be 

on Pacie 13 of the testimony, It's actually . Line 21. 
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JC'DGE RILEY: And that's in respsnse to the 

question, "Dues yGur company plan to obtain eligible 

telecemmunications carrirr s t a t 1; s t 0 qualify fGr the 

federally funded lifeline and link up programs?" 

THE WITNESS: Right. And the answer shnuld be, 

yes * 

JUDGE RILEY: Eack tG YOU, Ms. Finn. 

THE WITNESS: I have one mGre -- actually, a 

crzuple mGre items, 

Third. f or the purposes of 

clarification is to whether we will develop written 

guidelines to prevent unauthorized slamming Gf 

customers. TalkingNets will develop such written 

guidelines priar to initiating services and Will 

de-velGp guidelines applicable to unauthorized 

. zrammzng I as well. 

This should be reflected on 

Page 19. 

JUDGE RILEY: &-rs_d was there ,zp-Gt-her correct in-3 Ull _ 

THE WITNESS: Lastly, TalkingNets seeks a waiver 

tG Parts 725.500 Section 3, and 725.620 Section B, in 

zGnnectiGn with the installation of call baxes. 
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ynur attention in light nf the fact that such waivers 

were not requested a5 part of our initial Application, 

JTJDGE RILEY: Okay. 

MS. FINN: Q And Mr . Philips, is that your final 

clarification? 

A Yes F it is. 

MS * FINN: At this time, I have na further 

question5 for the witness. And I would request that 

his testimony be received in evidence as if it were 

provided orally today. 

AlEGG, if it has not already been 

admittrd into the record, I would ask that 

TalkingNets' Application, which was filed on 

September 20th, also be admitted into the record. 

J'JQGE RILEY: Okay. The Application is -what gave 

rise to this prGeeeding, g x2 that's already part of the 

record. 

.L 11 -r I mark the testimony as 

Applicant's Exhibit 1; and s-ubject tG Ci’GSS- 

examination, is there any objection from Staff tcr the 

admission eif it into evidence? 
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MS * LANGFORD: NG. 

JTJDGE RILEY: Does that complete the direct 

exsminat ion? 

MS. FINN: Yes * it ?rpq L 1 L c c 

JrJ DGE RILEY: And you're turning the witness Gver 

fcrr crosf-examlna,, +'GSl nGW? 

MS. FINN : Yes. 

JUDGE RILEY: Staff. who is going to begin -with 

the cr:G ss-ewaminat ion? 

MS / LANGFORD: This is Barb Langford. I hsve 

2.,-c ;Llls c a few clarifying questions. 

CROSS EXAMINATION 

BY 

MS / LANGFORD: 

Q No . 9 Gf thz Applicatitn, are you now 

pro-qidin-g services in any of the states where you're 

authorized? 

A We zrs nnt, yet; offering services in any Gf 

4-L- cllr states. We a p 5 5GGn c- c i' begin offering services in 

,T fJ 1 Q 2 ado; but nothing af- of today, 

? 7 - -.-A- * 'And No. 17 of the APP~ILQC~G~~ will you 

provide detailed billing listing all service5, 
10 
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A -- Yes, we will. 

Q How do ycju plan to solicit your cU5tOmer5? 

4 A It's going to be a CGmbinatiGn of dire:ct 

5 

G 

sale5 a5 well a5 we a A -1s~ -will be offering our services 

on a wholesale basis through a 5et of channel partner5 
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that will work in conjunction -with ~5. 

c! Will these direct sales, will that include 

telemarketing? 
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A At this time. we do not plan to have 

telemarketing as part of Glur internal sales prlocess, 

but Gur partner5 could be u5ing that a5 part of their 

sales process. 
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Q Will you be using any type of third-party 

verifiers? 
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A Yes i we will. particul arly with any -- ' i Ti 

conjunction with any switching of local services. 

0 Okay s And I want to clarify who the person 

-would be that the Consutier Service5 Division of the 

Illinois Commerce COmmi55iOn would contact for 

complaint regulations, who would that person be? 

A That should be our vice president of 
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1 regulatory, Steve Goodman . He is listed a5 one of the 

2 contacts on the Application for some other things, as 

3 well. 

4 r! Okay . 

5 A I think, he's basically the proper crrntact 

G in working on this App:icatiGn on behalf of our 

7 company. 

8 B Are you planning on providing voice-grade 
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service at some point? 

A Yes. 

MS. LANGFORD: That's all the questions I have. 

Thank you G 

JUDGE RILEY: Thank you. 

M5. Marshall, did you want to 

. begin now? 

MS. MAESEIALL: Yes, I do. 

CR OSS EXAMINATION 

B y 

MS * MARSHALL: 

0 Good morning, Mr. Philips: 

A Good morning= 

Q I have a few questfsns, fir5t of all related 
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A Yes a 

Q And are you aware that you're required to 

notify the Chief Clerk of the Illinois Commerce 

Commission if the location of those record5 should 

change? 

A Yes = 

r-J R-,-- yo1-1 al5o .% r c aware that the Applicant would 

A Yes, we are. 

B Attached to the Application is Appendix B, 

are SOme question5 and ,zrifwer5, which I understand may 

be 5upplemented by your testimony, but Question No. 4 

asks who will be respionsible for building and 

maintaining the 9-l-1 database for your customers. 

What we're seekinrj there is the name of the specific 

individual. 

A That would be Steve Goodman, will be the 

individual in o7-ir company responsible for that. 

n -. And hi5 address and phone number are lfslted 

elsewhere in the Application, is that correct? 

14 
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A Yes, ma'am. 

c! And then QuestiGn 10, and I understand your 

3 te5timSony also addresses this? but the company now 

4 

5 

believe5 it will need a waiver of the call box 

provisions, What I wn-uld like to request is that you 

make this request in a separate petition 50 that it 

7 can be reviewed by our 9-1-l 5pecialist. 

8 
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A Okay, we will do that. 

Q Also attached is Appendix C, Question B -- 

and I think your testimony alsr; includes a similar 

11 
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question and answer to Question 5, in both places you 

state that the chart of accounts demonstrates that 

13 

14 

:.L 1 li 3 efficiently detailed. Can yGU tell us what, 

specific account5 will provide the required 

15 information? 

16 A There are a number c?f actual accounts that 

17 

18 

are accoun ts payable, accounts that are shown on 

the -- go to the second page -- I should give you the 

third page of the document -- of the actual Appendix, 

CL- CLLC page starts out with Account 315. And there are a 

whole group of various local a5 well a5 universal fee 

charge accounts payable starting at .3.fs.3 . 
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B Okay * 

A FGr this particular chart of accounts. I'm 

not 5ure if they're for each inldividual state that th? 

specific acrnunt is listed, but it would, GbviGUsly, 

be updated to reflect any additional states where we 

offer fervices. 

Q Ckay. I understand that that's where ycru 

^-^-- -- will ~cLu~~~IL~~ your liability. 

I wo72ld like to refer you on to 

Page 4 of that chart of accounts, to the revenue 

aeeounts. Are you aware that fGr p7xposes of Illinois 

*gr G 5 5 receipt tax! it will be necessary for yctu to 

separately track interstatr revenue5 and intraftate 

revenues? 

A Ye 5 i we are aware of that, 

0 And I cannot see on your chart of accounts 

where i f 0 r eiXaE?p le, long-distance revenue is 5eparated 

A Okay, let me see, 

Q It appear5 to be in the single account, 

A Right . 

q Would yciu agree A^ zldd additional account5 i u 
1G 
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so.that you are tracking, in fact, the intrastate 

revenues? 

A Ye 5 I we will. We will do that, 

2 Okay= Now, attached to the Application are 

some finEncia1 statements. Although at the top they 

are identified only a5 TalkingNets'. 15 it correct 

that the5e are the financial statements of the parent, 

TalkingNets, Incorporated, rather than the Applicant 

TalkingNets LLC? 

A Yes. Let me take a look here and just 

confirm that. But yes, this would be the financial 

statement5 for TalkingNets, Incorporated. 

B But there are other subsidiaries or sister 

cl>rpora+ iEns that are also related to TalkingNets, 

Incorporated. 

A Ye 5 CL I criere are. 

0 Could YG-U list what other affiliate5 

T alkingNet5 LLC has and what the relationship is? 

A You know, I dcj not have that list here with 

me. So I would not want to state it incorrectly. But 

there are -- 1 know there are, at least, I believe two 

other subsidiaries, one which is an operating entity 

17 
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for Texas and anather one if an opzrzting entity for 

Cal ifornia. But I believe those to be the only two. 

But, like I say, I den't have that document with me so 

f can't be certain. 

Q Would you like to provide us a late filed 

exhibit; a list of affiliates describing the 

relationship to the Applicant? 

A Yes I we can do that, 

Q Now r related t= these finaneisl statements, 

these are not audited financial statements. Does 

TalkingNets, Incorporated have audited financial 

statements prepared periodically? 

A We do not at this point have that. We zre 

actually in the process right now of hiring an 

auditor s We are interviewing candidates right nowr 

but have not, actually, hired one, yet. 

Q In th? event that TalkingNets LLC would be 

granted a waiver of the Part 710, which is the 

requirement t:o comply with this Commission's UnifGilm 

System of Accounts, -would you agree in the future to 

prtOiJiC$e audited financial statements? 

A VP-- - PC p we will. 
18 
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would, likely, be subject to -- or included with any 

consolidated statements of TalkingNets, 
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A Yes, they would. 

Q -- or would they be -separate? 

Dkay. 

A Actually, zt this point, I guefs, whether 

they would be separat? or consolidated, I guess, I'm 

not 5ure at this point. 

Q Gkay. 

A If they are not consolidated, we would, 

1 3 obviousl-y, disclose both sets of financial statements, 

14 if they were separate. 
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Q Okay a Can you tell me if, looking at this 

balance sheet a5 of April 30th the year 2000. if 

y 0 U ' I? C? aware Of any subsequent events that -would have 

any material impact on this balance sheet? 
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A Yes c From -^-^ an a33Ct perspective, ---*- the cornyally 

now ha5 about $19 and a half million of cash, close to 

the $1.9 million of cash that is shown in this 

statement. 
19 



0 And what would the source of that Gash be? 

A It was raised to the issuance of preferred 

stock in the compaiiy, 

Q And is that a separate series from the 

Series A stock? 

A Yes, it is, As of last -- this is c?. very 

recent everrt , last week we, actually, closed Our 

Series B finaricing. 

Q An d cnuld yori tell us the approximate amount 

of Series of B stock that was issued? 

A Around G million shares. 

B What woiild be the dollar value of that be? 

Kould that -- 

A It was at $3.32 a share. 

Q so 20 -- 

A We raised $20 million at 3,32 a share. 

Q Ckay. Now, I'm moving right around to your 

testimony; L -I- ' m at Page 4 Rf your testimony. 

A Okay. 

B Where you discuss the financial 

qualifications. And TalkingNets LLC is the AppliGzEt 

here and they're relying Ofi the finanGia1 capitol of 

20 



TalkingNets I IncorpGrated * I wanted to ask you 

whether tlere is ~ an-~ written evidence nr documentation 

as tr; the extent that TalkingNets LLC can rely upon 

its parent to provide necessary financing? If there's: 

something, for example, like a bclard resolution or 

some written document that spells that out. 

A TalkingNets' holdings is wholely awned by 

TalkingNets, Incorporated and was intended to be fully 

funded. I'm not certain whether it's Seen 

specifically stated as such in the resolution. 

Q Would it be pclssible tn provide a ctpy of 

that resolution? 

A Yes. 

MS. MARSHALL: And that is all the questiC?ns that 

I have. Than&: YOU. 

A Thank you % 

J'JDGE RILEY: I '-<e grt a few q-fiestioris 0 f my own, 

EXAMINATION 

EY 

JUDGE RILEY: 

(7 With regard to this financial statement, 

it's my understanding that TalkingNets, Incorporated 
21 





. 

1 

2 

3 

4 

5 

6 

7 

0 " 

3 

10 

11 

12 

13 

14 

1 5 

16 

I? 

18 

13 

20 

21 

22 

i? Okay. 

I -u- That is clearly the intent of the company. 

B Okay s What I was goiiig to ask is that fur 

my purposes here, could you obtain simply a statement 

from the parent to that extent? 

A Ye5, we can. 

Q And submit that to me and WC ca= mark that 

as a l-ate filed Exhibit 2. 

A We will do that. 

0 Very quickly. Whn will do the technical 

support for the Applicant? 

A TalkingNets' staff, 

Q You will da it internally= 

A Tha t's right; 

Q And this is a Delaware corporation located 

in North Carolina and authorized ta transact business 

in Illinois? 

A TJf=* - -c i it is, 

0 Will -. the Applicant be providing operator 

assisted services? 

A Yes I we will through a third-party, 

JUDGE RILEY: Let's go off the record for a 

23 
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1 moment i 

2 (Whereupon, a discussion 

3 was had off the record.) 

4 JUDGE RILEY: That's all the questions I have for 

th? witness. 

5 I will admit what has been marked 

7 as Applicant's Exhibit NG, 1, thf= _ Testimony of John 

8 Philips into evidrnce. And I await the submission af 

3 the l-'- QfC fi 'led Exhibit 1 and 2, that WC hzve just 

10 discussed. 

11 (Whereupon, Applicant's 

12 Exhibit 1 was received 

13 in evidence.) 

14 JUDGE RILEY: Staff, do you have anything 

15 further? 

14 MS. MARSHALL: No . At this point Staff knows Df 

17 rL12 reaszjn why this Petition cannot be granted, subject 

18 tct the receipt of the late filed exhibits. 

13 

20 

21 

22 

JUDGE RILEY: Thank you. And Ms. Finn, did you 

have any redirect examination f=r the witness? 

MS. PINE: No i not at this time. Thank you. 

(Witness excused.) 
24 



1 

2 

3 

4 

5 

6 

'z 

8 

3 

11 

12 

14 

1 5 

18 

13 

20 

21 

22 

JUEGE RILEY: Thank ytu. 

Then. I will direct the Criurt 

Reporter ta mark this matter heard and taken. I will 

awa i t the submission rjf the late filed exhibits aind I 

-will prepare an order for the Commission. 

Thank you, Mr. Philips, Ms. Finn. 

MS * Ff WN: Thank you. 

.I'UDGE RILEY: Thank you, Staff. 

REAEE AMD TAKEN 
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