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Please state your name and business address.
My name is Qin Liu, and | am employed as an economist by the Policy Division of
the lllinois Commerce Commission (“Commission”). My business address is 160

North LaSalle Street, Suite C-800, Chicago, lllinois 60601.

Please describe your educational background.
| hold a PhD degree in economics from Northwestern University and a MA degree

in economics from University of Alberta.

Have you previously testified before the Commission?

Yes. | have testified before this Commission in various proceedings.

What do the Joint Applicants seek in this proceeding?

On November 25, 2015, Shawnee Communications, Inc. (“SCI”), Moultrie
MultiCorp, Inc. (“MMI”) and Moultrie Independent Telephone Company (“MITC”)
(collectively, “Joint Applicants”) entered into a Stock Purchase Agreement, under
which “SCI will acquire all of the stock of MMI” and thus will take 100% ownership
of MML" MITC is a wholly-owned subsidiary of MMI, and an incumbent local
exchange carrier (“ILEC”) in lllinois.? As a result of this proposed transaction, SCI
will indirectly take control of MITC’s operation in lllinois. The Joint Applicants

believe that the proposed transaction constitutes a “reorganization” as

Verified Joint Application, 1.
Id.
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contemplated by the Public Utilities Act (“Act”).2 Accordingly, the Joint Applicants
submitted the Verified Joint Application (“Joint Application”) in this instant
proceeding seeking approval from the Commission for the proposed transaction

pursuant to Section 7-204 of the Act.*

What is the purpose of your testimony?

The purpose of my testimony is to address issues related to Sections 7-204(b)(5)
and (6) of the Act. | also present Staff’'s overall position and recommendations
regarding the Joint Applicants’ petition for approval of the proposed transaction

between SCI and MMI.

Have you included any attachments to your direct testimony?

Yes. | have included the following attachments to this testimony:
Attachment A Joint Applicants Response to Staff DR QL-1.02
Attachment B Joint Applicants Response to Staff DR QL-2.01
Attachment C  Joint Applicants Response to Staff DR DGK-1.01

Attachment D  Joint Applicants Response to Staff DR DGK-1.02

Please describe the Joint Applicants.
SCl is a holding company and the sole owner of three subsidiaries: ShawneeLink,

ShawneeLEC and Shawnee Telephone Company (“STC”).> ShawneelLink is a

220 ILCS 5/ and Joint Applicants Ex. 1.0, 2-3.
Verified Joint Application, 1.
Staff Ex. 1.0, Attachments A and C.
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provider of “intrastate and interstate long distance toll services, and internet service
provider in the nine exchanges [Cave-In-Rock, Eddyville, Elizabethtown, Equality,

Hicks, Leamington, Renshaw, Rosiclare, and Simpson] and in contiguous areas.”®

ShawneeLEC is a competitive local exchange carrier (“CLEC”), certified by the
Commission in Docket No. 06-0518 to provide competitive local exchange service
throughout the State of lllinois. ShawneelLEC entered into an interconnection
agreement with Citizens Telecommunications Company of lllinois, approved by the
Commission in Docket No. 14-0131, which remains ShawneelLEC’s only
interconnection agreement.” ShawneelLEC started to provide local voice service
last year in the Anna, Eldorado, Golconda and Vienna exchanges, and is currently
“beta testing” voice service only with “friendly” test customers and administrative

test numbers, with line counts as follows:8

Rate Center Assigned | Administrative
Anna 0 2
Eldorado 0 2
Golconda 4 7
Vienna 0 2

STCis an ILEC in lllinois, with a service area composed of nine exchanges: Cave-
In-Rock, Eddyville, Elizabethtown, Equality, Hicks, Leamington, Renshaw,

Rosiclare and Simpson.? It serves approximately 3,300 access lines.®

= © 0 N O

o

Id.

Staff Ex. 1.0, Attachment B.
Id.

Verified Joint Application, 2.
Id. at 5.
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MMl is a holding company and the sole owner of MITC. MITC is an ILEC in lllinois,
with a service area comprised of one exchange: Lovington.' It serves

approximately 500 access lines.'?

Aside from MITC, MMI is also the holding company of three other subsidiaries:
Moultrie InfoComm, One-Eleven Internet Services, and SaMComm.'® The Joint
Applicants describe Moultrie InfoComm as a long distance service provider, One-
Eleven Internet Services as a Broadband-ISP provider, and SaMComm as a

management company. '

Please explain the scope of the Commission approval sought by the Joint
Applicants.

It is my understanding that the Joint Applicants seek Commission approval of the
proposed transaction as it pertains to MMI’'s ILEC, MITC. As noted above, MMI is
the holding company of MITC, Moultrie InfoComm and One-Eleven Internet
Services (and SaMComm, a management company). In footnote 2 of the Joint
Application, the Joint Applicants state that the proposed transaction also involves
MITC’s long distance affiliate, but that the Joint Applicants do not believe that
Commission approval is required for that portion of the proposed transaction.
Though the Joint Applicants make no similar specific statement pertaining to MMI’s

other subsidiaries in the Joint Application, it appears that the Joint Applicants take

11
12
13

Verified Joint Application, 1 and 3.
Joint Applicants Ex. 1.0, 5.

Staff Ex. 1.0, Attachment C.

Id.
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a similar view on MMI’s other non-ILEC subsidiaries as Commission approval is
not sought as to these entities. The Joint Applicants cite no legal authority to

support their contention.

Do you agree that the Commission should limit its assessment and approval
of the proposed transaction to the ILEC(s) involved?

While | am not an attorney, it is my understanding that Section 7-204 of the Act
does not apply to carriers of competitive telecommunications service if such
carriers are not Electing Providers as the term is used in Section 13-506.2 of the
Act.’”® To my knowledge, none of the operating companies involved in the
proposed transaction are Electing Providers. Thus, the Commission should limit
its evaluation and approval of the proposed transaction to the portion pertaining to

the ILEC.

Summary of Staff Positions

Please provide a summary of Staff’s conclusions and recommendations on
Section 7-204 requirements.

Section 7-204(b)(1) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that: “the proposed
reorganization will not diminish the utility’s ability to provide adequate, reliable,
efficient, safe and least-cost public utility service[.]”'® In his verified statement,

Staff witness George Light opines that the proposed transaction will not diminish

15
16

220 ILCS 5/13-101 and 5/13-506.2(c)(6) and (j).
220 ILCS 5/7-204(b)(1).

5
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the ability of the Joint Applicants to provide adequate, reliable, efficient, safe and

least-cost public utility service as required by Section 7-204(b)(1)."”

Section 7-204(b)(2) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that “the proposed
reorganization will not result in the unjustified subsidization of non-utility activities
by the utility or its customers[.]"'® Staff witness Daniel Kahle concludes that the
proposed reorganization will not result in unjustified subsidization of non-utility

activities by the utility or its customers and thus satisfies Section 7-204(b)(2)."°

Section 7-204(b)(3) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that “costs and facilities are
fairly and reasonably allocated between utility and non-utility activities in such a
manner that the Commission may identify those costs and facilities which are
properly included by the utility for ratemaking purposes[.]”?° In his direct testimony,
Staff witness Mr. Kahle concludes that the costs and facilities of the Joint
Applicants will be fairly and reasonably allocated between utility and non-utility
activities in such a manner that the Commission may identify those costs and
facilities that are properly included by the utility for ratemaking purposes, and

therefore, the proposed reorganization complies with Section 7-204(b)(3).2

17
18
19
20
21

Staff Ex. 5.0, 2.

220 ILCS 5/7-204(b)(2).
Staff Ex. 2.0, 3-4 and 7.
220 ILCS 5/7-204(b)(3).
Staff Ex. 2.0, 3-4 and 7.
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Section 7-204(b)(4) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that “the proposed
reorganization will not significantly impair the utility’s ability to raise necessary
capital on reasonable terms or to maintain a reasonable capital structure[.]"?? Staff
witness Janis Freetly notes that MITC currently generates sufficient cash internally
to support its operations and that SCI relies on retained capital and borrowing to
meet its capital needs.?®> Ms. Freetly concludes that MITC’s ability to obtain capital
should be enhanced, not impaired, by the proposed transaction, and therefore, the

proposed transaction complies with Section 7-204(b)(4).%*

Section 7-204(b)(5) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that “the utility will remain
subject to all applicable laws, regulations, rules, decisions and policies governing
the regulation of lllinois public utilities[.]’*® As discussed later in this testimony, the

proposed transaction satisfies Section 7-204(b)(5).

Section 7-204(b)(6) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that “the proposed
reorganization is not likely to have a significant adverse effect on competition in

those markets over which the Commission has jurisdiction[.]’?® As discussed later

22
23
24
25
26

220 ILCS 5/7-204(b)(4).
Staff Ex. 3.0, 3-4.

Id. at 4-5.

220 ILCS 5/7-204(b)(5).
220 ILCS 5/7-204(b)(6).
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in this testimony, the proposed transaction satisfies the requirement of Section 7-

204(b)(6).

Section 7-204(b)(7) of the Act provides, in relevant part, that the Commission shall
not approve a proposed reorganization unless it finds that: “the proposed
regulation is not likely to result in any adverse rate impacts on retail customers[.]"’
In his direct testimony, Staff withess Samuel McClerren testifies that the Joint
Applicants have not satisfactorily addressed the rate impacts of the proposed
reorganization on retail customers.?® Mr. McClerren notes that, in many prior
telecommunications reorganization proceedings, it has been the practice of the
surviving entity to affirmatively state that it will maintain the existing rates for one
year after the close of the proposed transaction.?® Mr. McClerren concludes that
a firm commitment from the Joint Applicants that it will not raise retail rates for a
period of one year is necessary for a finding that the proposed reorganization is
not likely to have adverse rate impacts on retail customers and thus complies with

Section 7-204(b)(7).3°

Section 7-204(c) of the Act provides that “[tihe Commission shall not approve a
reorganization without ruling on: (i) the allocation of any savings resulting from the
proposed reorganization; and (ii) whether the companies should be allowed to

recover any costs incurred in accomplishing the proposed reorganization and, if

27
28
29
30

220 ILCS 5/7-204(b)(7).
Staff Ex. 4.0, 4.

Id.

Id. at 4-5.



164

165

166

167

168

169

170

171

172

173

174

175

176

177

178

179

180

181

182

183

ICC Docket No. 15-0636
Staff Exhibit 1.0

so, the amount of costs eligible for recovery and how the costs will be allocated.”’
With respect to Section 7-204(c)(i), Staff witness Mr. Kahle notes that the Joint
Applicants did not identify any savings from the reorganization, though they
acknowledged the possibility of future savings from the proposed reorganization.?
Mr. Kahle concludes that the proposed reorganization complies with Section 7-

204(c)(i).33

With respect to Section 7-204(c)(ii), Mr. Kahle testifies that the Joint Applicants did
not request recovery of any reorganization costs and thus the requirement of

Section 7-204(c)(ii) does not apply.34

Please summarize Staff position on accounting entries.

According to Staff withess Mr. Kahle, the Commission should review and approve
accounting entries to record the proposed reorganization.3® Using an amortization
of ten years, Mr. Kahle developed accounting entries for the proposed

reorganization, which he recommends that the Commission approve.3®

Please state Staff’s overall position on the proposed transaction.
Staff recommends that the Commission approve the proposed reorganization

subject to the following conditions:

31
32
33
34
35
36

220 ILCS 5/7-204(c).
Staff Ex. 2.0, 5.

Id. at 4-5.

Id. at 5.

Id. at 5-6.

Staff Ex. 2.0, 5-6.
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1) The Joint Applicants shall commit to identify any future savings
resulting from the proposed reorganization and to pass such savings
to ratepayers.?’

2) The Joint Applicants shall not recover from customers any
reorganization costs incurred in accomplishing the proposed
reorganization.38

3) The Joint Applicants shall record goodwill and any reorganization
costs, along with the related amortization or expense, below the
line.3°

4) The Joint Applicants shall file the final accounting entries for the
reorganization, showing the actual dollar values of all involved
accounts, as a filing on the Commission’s e-Docket system in this
docket and also as an email to AccountingMgr@icc.illinois.gov within
sixty (60) days of the reorganization date. If the reorganization has
not occurred within six months of the Final Order in this proceeding,
the Joint Applicants shall file a status report at six month intervals
until the journal entries are filed on the Commission’s e-Docket
system and also as an email to AccountingMgr@icc.illinois.gov.*°

5) The Joint Applicants shall make a firm commitment not to raise rates on
retail customers for one year after the close of the proposed transaction.*’

In addition, Staff recommends that the Commission approve the accounting entries

to record the proposed reorganization as developed by Mr. Kahle.

Assessment of Sections 7-204(b)(5)—(6) Requirements

Please assess whether the proposed transaction meets Section 7-204(b)(5).
Section 7-204(b)(5) of the Act requires that, before approving a reorganization, the

Commission must find that: “the utility will remain subject to all applicable laws,

37
38
39
40
41

Staff Ex. 2.0, 7.
Id.

Id. at 8.

Id.

Staff Ex. 4.0.

10
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regulations, rules, decisions and policies governing the regulation of lllinois public
utilities.”*? The proposed transaction involves SCI (a holding company) acquiring
100% of the stock of MMI (another holding company). According to the Joint
Applicants, the ILECs of the Joint Applicants, STC and MITC, shall remain
separate operating companies after the close of the proposed transaction.*® The
proposed transaction would not change the regulatory status of the ILECs. STC
and MITC will remain ILECs, providing local exchange service in their respective
service area, and thus, will remain subject to all applicable laws, regulations, rules,
decisions and policies governing the regulation of telecommunications carriers in

lllinois. Therefore, the proposed transaction satisfies Section 7-204(b)(5).

Please assess whether the proposed transaction complies with Section 7-
204(b)(6) of the Act.

Section 7-204(b)(6) of the Act requires that, before approving a reorganization, the
Commission must find that “the proposed reorganization is not likely to have a
significant adverse effect on competition in those markets over which the

Commission has jurisdiction.”#4

Generally speaking, when a transaction (such as merger) reduces the number of

competitors in the market, it would theoretically reduce the degree of competition

42
43
44

220 ILCS 5/7-204(b)(5).
Staff Ex. 1.0, Attachments C-D.
220 ILCS 5/7-204(b)(6).

11
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and raise the retail prices of the goods or services, thus having an adverse impact

on competition. However, this is not this case in this instant proceeding.

As noted earlier, the acquiring company’s ILEC, STC, operates in nine exchanges:
Cave-In-Rock, Eddyville, Elizabethtown, Equality, Hicks, Leamington, Renshaw,
Rosiclare and Simpson. The acquired company’s ILEC, MITC, operates in one
exchange: Lovington. Aside from these two ILECs, the acquiring company’s
CLEC, ShawneeLEC (certified by the Commission in Docket No. 06-0518 to
provide local exchange service throughout the State of lllinois), is currently “beta
testing” voice service with “friendly” test customers and administrative test
numbers in four exchanges: Anna, Eldorado, Golconda, and Vienna. Given that
STC and MITC have mutually exclusive service territories and given the limited
operation of ShawneeLEC, the proposed transaction is not likely to have significant
impact on the degree of competition in the affected areas. Therefore, the proposed

transaction satisfies Section 7-204(b)(6).

Does this conclude your testimony?

Yes, it does.

12
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Shawnee Communications, Inc., Moultrie MultiCorp, Inc. and
Moultrie Independent Telephone Company
Docket No. 15-0636

Responsible Witness: Michael Guffy, Vice President of Regulatory Compliance and
Business Development

Joint Applicants’ Responses to Staff Data Requests QL-1

QL-1.02 The Joint Application states that “SCI, though its subsidiaries, is a full-
service communications provider for the customers in Shawnee Telephone
Company’s exchanges. Through its affiliates, SCI offers telephone and
Internet services, as well as bundled offerings, and wireless Internet data
access.” (Joint Application at 2-3.)

A. Please identify every communications service SCI offers. Please also identify
services as intra-state or interstate wherever applicable.

B. For each communications service offered by SCI, please identify the SCI
subsidiary (i.e., operating company) that offers such communications service.

C. For each SCI subsidiary, please identify the operating company’s service
area.

Joint Applicants’ Response:

Shawnee Communications Inc. (SCI) is a holding company and is 100% owner of three
subsidiaries. Below is a general listing of the service offerings by company.

Shawnee Telephone Company — Regulated Local Exchange Carrier with a defined intrastate
service territory and provider of carrier of last resort obligations and regulated services to
the southern Illinois exchanges of Cave-In-Rock, Eddyville, Elizabethtown, Equality,
Hicks, Leamington, Renshaw, Rosiclare, and Simpson. These state- and
federally-regulated services include local voice service, 911 service, access to the toll
network, operator services, directory services, CALEA, Line name and number
identification, FCC title 2 broadband connectivity.

ShawneeLink — Provider of intrastate and interstate long distance toll services, and internet

service provider in the nine exchanges listed above and in contiguous areas.
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ShawneeLEC — Registered Competitive Local Exchange service provider (CLEC) in the State

of Illinois, certificated to provide service throughout the State of Illinois.
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Moultrie Independent Telephone Company
Docket No. 15-0636

Responsible Witness: Michael Guffy, Vice President of Regulatory Compliance and
Business Development

Joint Applicants’ Responses to Staff Data Requests QL-2

QL-2.011n response to Staff DR QL-1.02, the Joint Applicants state that ShawneeLEC is a
“Registered Competitive Local Exchange service provider (CLEC) in the State of
Hlinois, certificated to provide service throughout the State of Illinois.” Please
provide the following information:

A. Since it was certified as a competitive local exchange carrier throughout the
State of Illinois in Docket No. 06-0518 in 2006, has ShawneeLLEC ever
provided local exchange service in any exchange in Illinois?

B. If the answer to (A) is “yes”, please identify the exchange(s) in which
ShawneeLEC has ever provided local exchange service and also identify the
respective number of local service access line(s) in the respective exchange(s).

C. Is ShaweeLEC currently providing local exchange service in any exchange in
Illinois? If so, please identify the exchange(s) and the number of local service
access line(s) in the respective exchange(s).

Joint Applicants’ Response to A. and B.:

Yes, in the past year ShawneeLEC has started to provide local voice services in the Frontier
exchanges of Anna, Golconda, Eldorado and Vienna. In Docket 14-0131, the Illinois Commerce
Commission approved a local interconnection agreement pursuant to 47 U.S.C. § 252, which
remains ShawneeLEC only interconnection agreement. ShawneeLEC is currently “beta” testing

voice service only with “friendly” test customers and administrative test numbers.

Joint Applicants’ Response to C.:

NPA- Rate

NXX Center Assigned Admin
618-683 | Golconda 4 7
618-202 | Anna 0 2
618-297 | Eldorado 0 2
618-459 | Vienna 0 2
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Shawnee Communications, Inc., Moultrie MultiCorp, Inc. and
Moultrie Independent Telephone Company

Docket No. 15-0636

Responsible Witness: Michael Guffy, Vice President of Regulatory Compliance and
Business Development

Applicants Responses to Staff Data Requests DGK-1

DGK-1.01 Please provide current organizational charts for each Joint Applicant and
affiliate.

Joint Applicants’ Response:

Moultrie Telecommunications, Inc (Standalone CATYV)

Moultrie MultiCorp, Inc. (Holding Company)

Moultrie Independent Moultrie InfoComm, One-Eleven SaMComm
Telephone Company Internet Services,
(ILEC) (Long Distance) (Broadband — ISP) (Management)

Shawnee Communications
(Holding Company)

Shawnee Telephone Co. ShawneeLEC ShawneeLink
(ILEC) (CLEC) (Long Distance & ISP)
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Shawnee Communications, Inc., Moultrie MultiCorp, Inc. and
Moultrie Independent Telephone Company

Docket No. 15-0636

Responsible Witness: Michael Guffy, Vice President of Regulatory Compliance and
Business Development

Applicants Responses to Staff Data Requests DGK-1

DGK-1.02  Please provide proposed future organizational charts for each Joint Applicant
and affiliate.

Joint Applicants’ Response:

Shawnee Communications, Inc. (Holding Company)

Moultrie Independent Shawnee Telephone ShawneeLEC ShawneeLink

Telephone Company

(ILEC) (ILEC) (CLEC) (Long Distance)
(Broadband — ISP)
(CATV)

(also -dba 111)
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