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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Daniel G. Kahle.  My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois 62701. 4 

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

A. I am currently employed as an Accountant in the Accounting Department of the 6 

Financial Analysis Division of the Illinois Commerce Commission (“Commission”). 7 

Q. Please describe your professional background and affiliations. 8 

A. I have a Bachelor of Science degree in Accountancy from the University of Illinois.  9 

I am a Certified Public Accountant, licensed to practice in the State of Illinois.  My 10 

prior accounting experience includes seventeen years as an internal auditor for the 11 

State of Illinois, including four years as Chief Auditor at the Department of 12 

Commerce and Economic Opportunity (“DCEO”), five years as an Accounting 13 

Office Manager at DCEO, as well as two years as an Assurance Services Manager 14 

in a public accounting firm.  I joined the Staff of the Illinois Commerce Commission 15 

("Staff") in April, 2006. 16 

Q. Have you previously testified before any regulatory bodies? 17 

A. Yes.  I have testified on several occasions before the Commission.  18 

Q. What is the purpose of your testimony in this proceeding? 19 

A. I have reviewed and analyzed the materials filed by Shawnee Communications, 20 

Inc. (“Shawnee”), Moultrie MultiCorp, Inc. (“MMI”) and Moultrie Independent 21 
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Telephone Company (“MITC”) (together, “Joint Applicants”) and pertinent data 22 

request responses.  The purpose of my testimony is to provide recommendations 23 

for the findings the Commission must make as required by subsections 7-24 

204(b)(2), 7-204(b)(3) and 7-204(c) of the Public Utilities Act (“Act”) in regard to 25 

any potential cross subsidization of non-utility operations that might result from the 26 

proposed reorganization; any unfair or unreasonable allocation of costs between 27 

utility and non-utility activities; the allocation of savings from the proposed 28 

reorganization; and the recovery of costs incurred to accomplish the proposed 29 

reorganization, and to submit my recommendations regarding the proposed 30 

accounting journal entries for the reorganization. 31 

Schedule Identification 32 

Q. Are you sponsoring any schedules as part of your direct testimony?  33 

A. Yes.  Schedule 2.01 presents my adjustments to the Joint Applicants’ proposed 34 

accounting entries for the reorganization.  35 

Attachments 36 

Q. Have you included any attachments as part of your direct testimony? 37 

A.  Yes.  I include the following responses to Staff Data Requests (“DR”) as 38 

attachments to my direct testimony:   39 

Attachment A Joint Applicants’ response to Staff DR DGK-1.05 40 

Attachment B Joint Applicants’ response to Staff DR DGK-1.06 41 

Attachment C Joint Applicants’ response to Staff DR DGK-1.09   42 

Attachment D Joint Applicants’ supplemental response to Staff DR DGK-43 
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1.10 (Confidential and Proprietary)   44 

Attachment E Joint Applicants’ responses to Staff DR DGK-2   45 

Subsections 7-204(b)(2) and (3) of the Act 46 

Q. Under Section 7-204(b)(2) and (3), what findings must the Commission 47 

make?   48 

A. The Commission must make two findings: one which addresses the impact of any 49 

unjustified subsidization of non-utility activities by the utility or its customers that 50 

may result from this proposed reorganization, and another on the fair and 51 

reasonable allocation of costs and facilities between the utility and any non-utility 52 

activities that may result from this reorganization.  Specifically, in its review, the 53 

Commission must find “the proposed reorganization will not result in the unjustified 54 

subsidization of non-utility activities by the utility or its customers” (220 ILCS 5/7-55 

204(b)(2)) and “costs and facilities are fairly and reasonably allocated between 56 

utility and non-utility activities in such a manner that the Commission may identify 57 

those costs and facilities which are properly included by the utility for ratemaking 58 

purposes” (220 ILCS 5/7-204(b)(3)).  59 

Q. How do the Joint Applicants address Subsections 7-204(b)(2) and (3) of the 60 

Act? 61 

A. The Joint Applicants state that they do not have joint or shared services and will 62 

not have joint or shared services after the reorganization.  (See Attachments A and 63 

B.)  The Joint Applicants further state that MITC will continue to adhere to the 64 

Uniform System of Accounts (47 C.F.R. Section 32.2000(b)) and fairly and 65 
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reasonably allocate costs between utility and non-utility activities.  (Joint 66 

Applicants’ Ex. 1.0, 9.)  Since Joint Applicants have no joint or shared services and 67 

MITC will continue its current practice of allocating costs between utility and non-68 

utility activities, this acquisition will not result in subsidization of non-utility activities 69 

by the utility and its customers or result in an unfair allocation of costs between 70 

utility and non-utility activities.   71 

Q. Do you have any recommendations regarding 7-204(b)(2) and (3) of the Act?   72 

A. Yes.  I recommend the Commission make the following findings: 73 

1) The Joint Applicants are in compliance with Section 7-204(b)(2) of the Act, as 74 

the proposed reorganization will not result in the unjustified subsidization of 75 

non-utility activities by the utility or its customers; and 76 

2) The Joint Applicants are in compliance with Section 7-204(b)(3) of the Act, as 77 

costs and facilities will continue to be fairly and reasonably allocated between 78 

utility and non-utility activities and in such a manner that the Commission may 79 

identify those costs and facilities that are properly included by the utility for 80 

ratemaking purposes. 81 

Section 7-204(c) – Allocation of Savings and Cost Recovery 82 

Q. Section 7-204(c) of the Act states as follows: 83 

The Commission shall not approve a reorganization without ruling 84 
on:  (i) the allocation of any savings resulting from the proposed 85 
reorganization; and (ii) whether the companies should be allowed to 86 
recover any costs incurred in accomplishing the proposed 87 
reorganization and, if so, the amount of costs eligible for recovery 88 
and how the costs will be allocated. 89 
220 ILCS 5/7-204(c). 90 
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In your opinion, does the proposed reorganization comply with these 91 

requirements? 92 

A. Yes.  With respect to the requirement under Section 7-204(c)(i), the Joint 93 

Applicants have not currently identified any savings from this reorganization.  The 94 

Joint Applicants did, however, state that the Joint Applicants may realize savings 95 

in the future.  (Joint Applicants’ Ex. 1.0, 11-12.).  Additionally, the Joint Applicants 96 

stated that they were not opposed to passing savings realized from the 97 

reorganization onto customers.  (See Attachment C.) 98 

With respect to the requirement under Section 7-204(c)(ii), the Joint Applicants did 99 

not request recovery of any reorganization costs.  Thus, the requirement does not 100 

apply.   101 

Accounting Entries 102 

Q. Please describe the Joint Applicants’ proposed journal entries.   103 

A. Of the ***BEGIN CONF*** XXXXXXXX ***END CONF*** proposed purchase price, 104 

the Joint Applicants propose to record ***BEGIN CONF*** XXXXXXX ***END 105 

CONF*** in its plant accounts and ***BEGIN CONF*** XXXXXXX ***END CONF*** 106 

as goodwill.  (See Attachment D - Joint Applicants’ supplemental response to Staff 107 

DR DGK-1.10.)   108 

The Joint Applicants propose to record and amortize goodwill below the line over 109 

a period of 10 years or less.  (See Attachment E, pages 2 and 3.)  I use an 110 

amortization of 10 years in my Schedule 2.01 since the Joint Applicants have not 111 

determined if they will use a shorter amortization period.   112 
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While the Joint Applicants have not yet determined an amount for reorganization 113 

costs, the Joint Applicants have committed not to seek recovery of any such costs 114 

from ratepayers.  (Joint Applicants’ Ex. 1.0, 12.)  The Joint Applicants propose to 115 

record and expense or amortize any reorganization costs incurred below the line.  116 

(See Attachment E, pages 1 and 4.) 117 

Q. Do you propose any changes to the Joint Applicants’ proposed journal 118 

entries?   119 

A. Yes.  The accounting entries for the amortization costs should be addressed and 120 

also approved by the Commission.  Therefore, I recommend the Commission 121 

approve the journal entries to record the accounting of the proposed purchase as 122 

reflected on my Schedule 2.01, which includes the amortization of goodwill and 123 

any reorganization costs, and attach the approved journal entries to the Final Order 124 

as an appendix. 125 

Q. Do you have any other recommendations? 126 

A. Yes, I recommend the findings in the Order for this docket include the following 127 

language: 128 

Any reorganization costs incurred in accomplishing the proposed 129 
reorganization shall not be recovered from customers; 130 

Goodwill and any reorganization costs, along with the related 131 
amortization or expense, shall be recorded below the line; and 132 

The accounting entries to record the proposed acquisition of Moultrie 133 
MultiCorp, Inc. at the purchase price of ***BEGIN CONF*** 134 
XXXXXXX ***END CONF*** as reflected herein on Appendix A are 135 
approved.   136 

Also, I recommend the Commission order the Joint Applicants to file the final 137 
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accounting entries for the reorganization, showing the actual dollar values of all 138 

involved accounts, as a filing on the Commission’s e-Docket system in this Docket 139 

and also as an email to AccountingMgr@icc.illinois.gov within sixty (60) days of 140 

the reorganization date and, if the reorganization has not occurred within six 141 

months of the Final Order in this proceeding, then the Joint Applicants shall file a 142 

status report at six month intervals until the journal entries are filed on the 143 

Commission’s e-Docket system and also as an email to 144 

AccountingMgr@icc.illinois.gov.  145 

Summary of Conclusions and Recommendations 146 

Q. Please summarize your recommendations. 147 

A. I recommend that the Commission include in the findings and ordering paragraphs 148 

in the Order for this docket the following language: 149 

The Joint Applicants are in compliance with Section 7-204(b)(2) of 150 
the Act, as the proposed reorganization will not result in the 151 
unjustified subsidization of non-utility activities by the utility or its 152 
customers;  153 

The Joint Applicants are in compliance with Section 7-204(b)(3) of 154 
the Act, as costs and facilities will be fairly and reasonably allocated 155 
between utility and non-utility activities in such a manner that the 156 
Commission may identify those costs and facilities that are properly 157 
included by the utility for ratemaking purposes; 158 

The Joint Applicants did not identify any savings from this 159 
reorganization but recognized the possibility of future savings 160 
resulting from operating efficiencies achieved through the proposed 161 
reorganization.  Any such future savings shall be identified by the 162 
Joint Applicants and shall flow such savings through to ratepayers;  163 

Any reorganization costs incurred in accomplishing the proposed 164 
reorganization shall not be recovered from customers;  165 
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Goodwill and any reorganization costs, along with the related 166 
amortization or expense, shall be recorded below the line;  167 

The accounting entries to record the proposed acquisition of Moultrie 168 
MultiCorp, Inc. at the purchase price of ***BEGIN CONF*** 169 
XXXXXXX ***END CONF*** as reflected herein on Appendix A are 170 
approved; and 171 

The Joint Applicants shall file the final accounting entries for the 172 
reorganization, showing the actual dollar values of all involved 173 
accounts, as a filing on the Commission’s e-Docket system in this 174 
docket and also as an email to AccountingMgr@icc.illinois.gov within 175 
sixty (60) days of the reorganization date.  If the reorganization has 176 
not occurred within six months of the Final Order in this proceeding, 177 
the Joint Applicants shall file a status report at six month intervals 178 
until the journal entries are filed on the Commission’s e-Docket 179 
system and also as an email to AccountingMgr@icc.illinois.gov. 180 

Q. Does this conclude your prepared direct testimony? 181 

A. Yes. 182 



Docket No. 15-0636

ICC Staff Ex. 2.0

Schedule 2.01

Line Account

No. Description Debit Credit Debit Credit Debit Credit

(a) (b) (c) (d) (e) (f) (g) (h)

Journal Entry #1 - To record the purchase price

1   Plant Purchased or Sold

2 Goodwill and Reorganization Costs

3 Cash

Journal Entry #2 - To transfer, at closing, the purchased plant to balance sheet accounts

4 Plant Purchased or Sold

5 Cash and other current assets

6 Investments in nonaffiliates

7 Deferred income tax assets

8 Regulated plant in service

9 Regulated Plant Under Construction

10 Nonregulated plant in service

11 Regulated Accum Depreciated

12 Nonregulated Accum Depreciation

13 Totals

Journal Entry #3 - To record the annual amortization of goodwill and reorganization costs below the line

14 Amortization of Other Utility Plant   

15 Organizational Costs

Sources:

(A) Joint Applicant's response and supplemental response to Staff Data Request DGK-1.10

(B)  / 10

Adjustments (B) Per Order

Shawnee Communications Inc.

Staff Adjustments to Company Proposed Accounting Entries

to Record the Acquisition of Moultrie Telephone at Closing

 Entry

Per Company (A)

Entry
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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-1.05 Will the Joint applicants have joint or shared services after the reorganization?  

If yes, please describe these services and indicate how costs will be allocated. 

 

Joint Applicants’ Response:  The combined organization will offer a similar suite of products and services.  

However, it is envisioned that the pricing for services will remain distinct and separate between the two 

existing organizations.  At this time, we would not characterize the products and services as “joint or shared” 

services as the networks, operations, and the staffs of the two entities will remain independent. 
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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-1.06 Do the Joint Applicants currently have joint or shared services?  If yes, please 

describe these services and indicate how the costs are allocated. 

 

Joint Applicants’ Response:  No, the applicants do not have joint or shared services today. 
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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-1.09 Mr. Guffy’s testimony mentions the possibility of future synergies.  (Joint 

Applicants Ex. 1.0, 11.)  Do the Joint Applicants commit to passing on any 

related future saving to customers?  If no, please explain why not. 

 

Joint Applicants’ Response:  We are not opposed to passing on the benefit of consolidation to end user and 

network customers of the company.  However, at this time we do not know the impact of all the future 

variables (both internal and external) effecting operations and the ultimate impact on the operating 

environment of regulated rural telecommunications providers. Our intent is to utilize the benefits of 

consolidation to enhance network facility investment, expand service offerings, and increase overall 

customer value and satisfaction.   
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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-1.10 Please provide the accounting entries that will potentially be 
recorded on the Joint Applicants' books as a result of the proposed 
reorganization.  The accounting entries should account for the book 
value of assets, closing costs, and any acquisition adjustment. 

SUPPLEMENTAL REQUESTED INFORMATION – 2/15/2016

ORIGINAL RESPONSE 

Joint Applicants’ Response:  The expected purchase price for 100% of the outstanding stock of 

Moultrie Holding Company and affiliates
1
 (Moultrie) is $                 Because Shawnee

Communications (Shawnee) will own 100% of Moultrie’s stock, equity method accounting for 

these newly acquired companies
1
 will be utilized, as well as consolidation accounting. In order to

provide the Commission with the estimated accounting entries for the acquisition, Shawnee will 

need to complete certain procedures as required by Financial Accounting Standards Codification 

(ASC) 805 – Business Combinations. Shawnee anticipates the following: 

Determination of fair values and potential goodwill - To determine potential goodwill to 

record, Shawnee will need to perform a fair value assessment of all assets and liabilities 

acquired at the acquisition date. The net fair value will be compared to purchase price to 

determine if any goodwill (or in the event that purchase price is less than fair value, gain 

from bargain purchase) results from the acquisition. 

1
 The original answer inadvertently referred to these affiliates as “Subs” and “subsidiaries.” 

Proprietary and Confidential 
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Attachment D

1 of 4



Application of regulatory accounting – for rate-making purposes, the original historical 

cost of Moultrie Telephone Company will remain unchanged, with cost and accumulated 

depreciation intact. However, for GAAP purposes, the assets and liabilities must be reported 

at the acquisition date fair value. Therefore, we anticipate potential adjustments during 

Shawnee’s consolidation process to re-base assets and liabilities at fair value. Moultrie 

Independent Telephone Company stand-alone reported balances for regulatory purposes will 

remain unchanged from historical regulated costs reported. 
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SUPPLEMENTAL RESPONSE 

Estimated Acquisition JE #3 : Consolidation elimination 

Regulated Accum Depr 

Nonreg Accum Depr         

Regulated Plant        

Nonregulated plant        

Goodwill  xxxxxx  xxxxxx 

Acquisition Adjustments  xxxxxx  xxxxxx 

     Consolidation elimination entry - post acquisition date valuation of assets/liabilities acquired. 

Shawnee Communications, Inc.

Anticipated acquisition journal entries for Moultrie

DR CR

Estimated Acquisition JE #1 : To Record purchase of Moultrie

Investment in sub

Goodwill  

Cash  

Estimated Acquisition JE #2 : To record balance sheet of Moultrie

Cash and other current assets

Investments in nonaffiliates

Deferred income tax assets

Regulated plant in service

Regulated PUC

Nonreg plant in service

Regulated Accum Depr

Nonreg Accum Depr

Common stock 

Retained earnings 

*Note - Moultrie Telephone balances on standalone basis will remain at historical cost

as required by ASC 980 Accounting for Regulation / Title 47 FCC Part 32
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**Note - GAAP requires assets and liabilities in consolidation to be presented at acquisition date 
fair values. 
Plant should be presented with no accum depr on day 1. Adjustments to be handled in 
consolidation for reporting at the consolidated level. 
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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-2 

DGK-2.01 Will goodwill be recorded above or below the line? 

Joint Applicants’ Response: 

Any Goodwill associated with the acquisition will be recorded below the line and have no impact on 

regulated operations. 
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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-2 

DGK 2.02     Will goodwill be amortized? 

Joint Applicants’ Response: 

Depending on the materiality of the goodwill it would be amortized in accordance with Accounting 

Standards Update (ASU) 2014-02 Accounting for Goodwill.  However, it is possible if the amount of good 

will is extremely small it could simply be expensed. 
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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-2 

DGK 2.03 - If goodwill is amortized, what amortization rate will be used? 

Joint Applicants’ Response: 

10 years or less in accordance with ASU 2014-02. 
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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-2 

DGK 2.04 - If goodwill is amortized, will the amortization be recorded above or below the line? 

Joint Applicants’ Response: 

If it is determined that goodwill is to be amortized, the amortization will be recorded below the line and 

have no impact on regulated operations. 
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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-2 
   
 

DGK – 2.05   If reorganization costs are incurred, will those costs be recorded above or below the line? 

Joint Applicants’ Response: 

If reorganization costs are incurred those costs will be recorded below the line and have no impact on 

regulated operations. 
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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-2 
   
 

DGK - 2.06   If reorganization costs are incurred, will those costs be amortized or expensed above or 
below the line?   

Joint Applicants’ Response: 

Most likely the reorganization cost will be so small and immaterial they would likely not warrant 

amortization and therefore expensed below the line with no impact on regulated operations. 
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