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Decision 09-10-056 QOctober 29, 2009
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Joint Application of Frontier Communications
‘Corporation, New Communications Holdings,
Inc., New Communications ILEC Holdings, Inc.,
New Communications of the Southwest Inc.,
Verizon West Coast Inc. (U1020C), Verizon Application 09-06-005
California Inc. (U1002C), New Communications | (Filed June 4, 2009)
Online and Long Distance, Inc., Verizon Long i "
Distance, LLC (U5732C) and Verizon Enterprise
Solutions, LLC (U5658C) For Approval of the Sale |.
of Assets, Transfer of Certificates and Customer '
Bases, and Issuance of Additional Certificates.

DECISION GRANTiNG THE JOINT APPLICATlON OF
FRONTIER AND VERIZON

M. Summary
| ~ This dec151on approves the transfer of 13 Cahforma telephone exchanges
ffo,m Verizon Communlcatlons Inc. and its sub31d1ar1es to Frontier
Communications Corporatmn and its subs1d1ar1es The decision approves a
settlement between the telephone compames and the Division of Ratepayer
- Advocates and The Utility Reform Network, which protects the publlc from rate
increases and service deterlora’aon for a period of one year.
2, The Transaction
Frontier Communications Corporatlon (“Frontier”), New Commumcaﬁons
- Holdings, Inc. (“NCH”), New Communications [LEC Holdings, Inc. (“NCIH”)
. New Communications of the Southwest Inc. (“NewILEC"), Verizon West

* Coast Inc. (“Verizon West Coast”), Verizon California Inc. (“Verizon California”),
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' _. New Communications Online and Long Distance, Inc. (“NewLD"), Verizon Long
Distance, LLC (”VLD’.’), and Verizon Enterprise Solutions, LLC (“VES”), seek
~ approval of the transfer of a portion of Verizon Communications Inc. (“Verizon”)
local exchange and long distance business in California to companies to be -
owned and controlled by Frontier and for such other approvals as may be
“deemed necessary to complete this transaction.
~ This a‘ppiicaﬁon concerns a small part of a multi-state transaction in which -
Verizon proposes to transfer its operating companies in a number of states to
Frontier. Frontier and its operating companies in those states have s‘ignjﬁcant :
. experlence in serving rural areas, including California. Frontler asserts that the

_transfer will enhance its local presence in the communities it serves and will

+ - provide enhanced services. The proposed transaction will also bolster Frontier’s

financial strength and enable it to expand broadband and other service offerings.
In California, the transaction involves property in 13 exchanges.
Six exchanges comprise the entire serving territory of Verizon West Coast, a
- wholly owned subsidiary of Verizon Northwest Inc. (“Verizon Northwest”), the
operating company serving Oregon, Washington, and Idaho, which will also be
transferred to Frontier. Another seven Verizon Californi'a- exchanges are being
transferred to Frontier; these border Arizona and Nevada, and are conﬁguous: to
the Verizon California propertles in those states that are also bemg transferred.
Also;, certain long distance customers in those 13 exchanges, currently served by
Verizon affiliates, will be transferred to Frontier entities. Upon closmg, Frontler .
will own and control both the Verizon assets transferred to it as part of this
transaction as well as its existing operations in California.
Frontier is a corporation organized under the laws of Delaware and is a

publicly traded holding company. Frontier is a full-service communications
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- provider and is one of the largest rural local telephone exchange companies in
the country Frontier offers telephone, television, and Internet services, as( well
~as bundled offerings, Wu:eless Internet data access, data security solunons, and
specialized bundles for small /medium/ large businesses and home offices to
customers in 24 states. In 2008, Frontier’'s revenue was $2 2 billion, with a net
income of $182.7 million. The company has approximately 5,600'employees and
serves a total of 2.8 million voice and broadband connections, including
2.3 million access lines. | | |
Frontier does‘ not conduct business directly in California but owns and
con’crols one local exchange carner in California, Citizens Telecormnunications
Company of California, Inc. doing business as Frontier Communications of
~ California (U1024C) (“Frontier California”). Frontier's subsidiary, Frontier

Communications of America, Inc., is a reseller of interexchange service in

. California.

‘Verizon West Coast holds a Certificate of Public Convenience and
Necessn:y (”CPCN”) to provide local exchange .services i six exchanges! in the
northwest corner of Cahforma in Del Norte and Humboldt Counties. Verizon
West Coast has approximately 13,000 access lines in its territory. Verizon West -
Coast is a direct, wholly owned subsidiary of Verizon Northwest which’ prov1des -
local exchange service in Washington, Oregon, and Idaho, and 1s an indirect,

wholly owned subsidiary of Verizon.

1 These exchanges are: Crescent City, Klamath, Smith River, Hiouchi, and Gasquet in
Del Norte County and Orick in Humboldt County. ;
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Verizon California holds a CPCN to provide local exchange services in
| _California{2 primarily in southern California, and has approximately 3.4 ﬁlﬂlion
access lines in its territory, only a very small portion of which - approximately
11,000 access lines — is being transferred to Frontier. Verizon California is an
| indirect, wholly owned subsidiary of Verizon.
VLD holds a CPCN to provide inter Local Access and Transport Area
(“LATA”) and intralLATA resold telecommunications services (excludmg local
exchange services) in California pursuant to Decision (D.) 97-02-011. VLD is an
indirect, wholly owned subsidiary of Verizon.

VES holds a CPCN to provide interLATA and intralLATA resold
telecommunications services (excluding local exchange services) in Cahforma
pursuant to D.96-09-004. VES is an indirect, wholly owned subsidiary of -
Verlzon - |

~ NCH, NCII—I NewILEC, and NeWLD are Delawatre corporations formed
for the purposes of the series of internal reorganizations and transactions
described in this application.

On May 13,2009, Frontier, Verlzon, and NCH entered into an Agreement
and Plan of Merger (“Merger Agreement”) under which Frontier will acquire
approximately 4.8 million access lines (and certain related assets) currently
owned by subsidiaries of Verizon in Arizona, Idaho, Illinois, Indiana, Michigan, .
Nevada, North Carolina, Ohio, Oregon, South Carolina, Washihgton, Wisconsin,

and West Virginia as well as portions of California bordering Arizona, Nevada,

2 Verizon California is also authorized to provide local exchange service in portions of
Arizona and Nevada contiguous to California, and serves approximately
6,000 customers in Arizona and 36,000 customers in Nevada.
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and Oregon? The Merger Agreement filed with the Securities and Exchange
Commission (“SEC”) is attached as Exhibit 1 to the appiica’ciOn. On the same
date, Verizon and NCH entered into a Distribution Agreemelnt.r A copy of the
Distribution Agreement filed with the SEC is attached as Exhibit 2 to the
application. ' _

The Merger Agreement and the Distribution Agreement are designed to:
() establiéh a separate entity (L.e., NCH) as the holding cdmpany for Verizon’s
local exchange, long distancé, and related business activities in the acquired
areas described above; (b) spin-off the stock of that new entity to Verizon
shareholders; and then (c) irnmedieitely merge the new entity into Frontier.

The transac-tion will be completed through sevé_ral steps:

(1) NCH will serve as the holding company for the local
exchange, long distance, and related businesses in
California and the other affected states that are being

 transferred to Frontier. NCH currently is a subsidiary of
~ Verizon; after the _'transactions-deScribed below, it will be
" merged into Frontier. Frontier will be the surviving
entity, and will then own and control the Verizon assets
being transferred to it through the transaction at issue -
here as well as its current properties in the state.

3 Because Verizon California is only transferring a few border exchanges in California
to Frontier, its circumstances differ from those that existin other states that are part of
this transaction. '
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(2) NCH has two newly formed subsidiaries: (a) NCIH,

- which will own the stock of NewILEC, Verizon West
‘Coast, and the other operating Incumbent Local
Exchange Carriers (“ILECs”) in the affected states; and
(b) NewLD, which will hold the accounts receivables and

_customer relationships related to the long distance
operations (and other operations) in California and the
other affected states.

(3) Through a series of intra-corporate stock transfers,
Verizon will transfer (or cause to be transferred) the stock
of NewILEC, Verizon West Coast and the other affected
ILECs to NCIH.# Similarly, VLD and VES will transfer
their accounts receivables and customer relationships

‘related to their long distance operations in California and |
the other affected states to NewLD.

(4) The stock of NCH will then be distributed to Verizon

» shareholders - that is, NCH will be “spun off” from

~ Verizon to Verizon's shareholders so that NCH and
Verizon will be separate corporations. Immediately
following this spin-off, NCH will be merged into

~ Frontier, and Frontier will be the surviving holding
company, operating under its existing name and
corporate structure, but also owning all of the stock of
NCH’s subsidiaries, NCIH and NewLD. Once the
merger is completed, NCH will cease to exist; thus, NCIH
and NewLD will be direct subsidiaries of Frontier, and
NewlILEC will be an indirect subsidiary through NCIH.

4 The assets and business to be transferred to NCIH (as well as the assets and business
~ that are not being transferred) are more fully described in the Distribution Agreement
bei'ween Verizon and NCH.
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. Asnoted above, Frontier will acquire Verizon West Coast in its entirety,
but wﬂl acquire only a small portion of Verizon Cahforma s territory near the

Arizona and Nevada borders5 Accordingly, prior to the spin-off of NCH and its

- merger into Frontier, Ver1zon California will transfer its assets, liabilities, and

customer relationships in seven exchanges (five bordering Arizona and two

bordering Nevada) relating to its local exchange, intrastate toll, and exchange

- access operations along the Arlzona and Nevada borders to NewlLEC.6
Verizon California also will transfer the stock of NewILEC to NCIH through a

‘series of intermediate transfers, such that NewILEC will become a direct,
wholly owned subsidiary of NCiH and an indirect, wholly owned subsidiary of
NCH. In this way, after the merger, Frontier Communications will be the -
ultimate parent of Verizon West Coast and NewILEC. (Verizon West Coast will
be renamed, because Frontier will not operate under the Verizon name in any
state. For purposes of this application, however, the name “Verizon West Coast”
is used in describing the pre- and post-transaction structures.) The corporate -
structure and transaction as it relates to California‘ and the other affected states
are illustrated in Exhibit 3 to the application.

In order to provide service to existing customers and new customers,

NewlILEC and NewLD are required to obtain CPCNs from this Commission.

5 The exchanges to be transferred are: (1) Adjacent to Nevada: Alpine (Alpine Co.)and
Coleville (Mono Co.); (2) Adjacent to Arizona: Earp Big River, Havasu Landing, and
Parker Dam (San Bernardino Co.), Blythe (Riverside Co.), and Palo Verde

(Imperial Co.). "

6 Verizon California also operates in Arizona and Nevada, and will transfer its assets in
those states to NewILEC as well, because these operations are included in the '
transaction. '
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NewlILEC and NewLD seek the required CPCNs as part of‘this transfer
- application because NewILEC will be acquiring operating telephone exchanges
and NewLD will likewise be acquiring existing customers and operations.
i NewlILEC will assume any éxisting Verizon California wholesale obligations,
including contracts, to California wholesale customers and to other carriers to the
extént applicable, and Verizon West Coast will retain its existing obligations, if
any. Upon completion of the transaction, Frontier may elect to change the némes
of these entities; if so, it will maké_ the necessary filings.

| No change of control will occur with respect to Frontier’s existing
operating entities in California, including Frontier California and Frontier
Cornmuhications of America, Inc., or with respect to any entity holding a
controlling interest in them, because the control of these companies will remain
with Frontier. At the completion of the transéction,- Frontier will own and
. control three incumbent local exéhange companies in Califomia: Frontier
: Ca_lifornia, Verizon West Cbast, and NewlILEC. In addition, Frontier will own
and control two long. distance companies: Frontier Communications of
America, Inc. and NewLD.

Frontier Communications is a Delaware corporation with its principal
place of business in Stamford, Connecticut. Verizon West Coast and Verizon
California are California corporations with their principal place of business in
Thousand Qaks, California. VLD and VES are Deldware Co'rpérations with their
principal places of bﬁsiness in Arlington, Virginia. NCH, NCIH, NewILEC, and
NewLD are Delaware cdrporations formed for the purposes of the series of
internal reorganizations and transactions described in this application.

At the completion of the transaction, Verizon West Coast will continue to

operate as a stand-alone édmpany in California (subject to being renamed), and
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W.ili bécOme a direct, wholly owned subsidiary of NCIH and an indirect,
| ~ wholly owned subsidiary of NCH. Verizon West Coast, therefore, requests that
‘its CPCN be transferred acéord:ingly.

The seven Verizon California exchanges along the Arizona and Nevada
* borders will no longer be operated as part of Verizon California but will be
' transferred to NewlILEC, a néwly-forrhed corporation which will operate in

- California as well as Arizona and Nevada (just as Verizon California does today).
Accordingly, NewILEC requests a new CPCN from the Commission to permit it .
~ to operate those California exéhanges transferred from Verizon California on the
same terms. Verizon California Wi]l continue to operate in California,rmixms the
seven exchanges adjacent to the Arizona and Nevada borders that it has
transferred to NewILEC. | |

NewLD reqﬁests a CPCN to provide interLATA and intraLATA resold
telecommunications services (except local exchange services). This will enable
NewLD to conduct the long distanée business transferred to it by VLD and VES.
VLD and VES will continue to provide some long distance telecommunications
services in California, and, thérefore, will maintain their CPCNs. In accordance
| ~ with applicable Commission precedent as set forth in D.06-10-021 and prior
decisions, slamming requirements do not apply to customer base transfers such
as this. The parties will comply with all applicable customer notice requirements .’
set forth in 47 C.F.R. Section 64.1120(e), Pub. Util. Code § 2889.3, and D.O6—10.—021_. :
NewlILEC requests that the Commission allow it to adopt the prices, terms,

. and conditions of Verizon California with respect to the transferred exchanges,
and NewLD requests that the Commission allow it to adopt the prices, terms,
and conditions of VLD and VES. NewlILEC also requests that it be designated an
Eligible Telecommunications Carrier (“ETC”) under 47 U.S.C. Section 214.

-9.-




A.09-06-005 ALJ/RAB/oma -

Verizon California is currently an ETC with respéct to the wire centers being
acquired by NewILEC, and this ETC status should be transferred to NewILEC

- when it assumes control of the facilities. NewILEC will provide the same
services as Verizon California after the proposed transaction closes. Like |
Verizon's current services, NewILEC's services contain each of the service
“elements necessary for ETC designation, iliciuding each of those in 47 US.C.
Section 214(e). To obtain ETC designation in California, once the transaction
closes NewlLEC must file an advice letter in conformance with General Ordel-:
96-B and in compliance with the ETC designation rules contained in Resolution
T—l"7002. Like Verizon, NewILEC must corhply with each of the ongoing

| Compliaﬁce requirements for ETCs under California Public Utilities Commission
Resolution T-17002. NewILEC requests the Commission grant it the same ETC
status that Verizon CalierDia po'ss'-essed pﬂdr to the acquisition.

Ina nutshell, Applicants request: (1) transfer of Verizon West Coast's
CPCN to N CIH; (2) a new CPCN for NewlILEC for local exchange service to
allow it fo operate the seven former Verizon California exchanges along the
~ Arizona and Nevada borders under the same terms; (3) Newl]LEC adoption of

the prices, terms, and conditions of Verizon California for the transferred
réx_changes ; (4) NewILEC designation as an ETC and transfer of existing Verizon
California status as such in the affected exchanges; (5) a new CPCN for NewLD
to provide interLATA and intralL ATA resold telecommﬁnications services
(except local exchange services); and (6) transfer of the long distance customers
in the affected exchanges from VLD and VES to NewLD.
3. The Protests |

The Division of Ratepayer Advocates (“DRA”") and The Utility Reform
Network (“TURN") protested the application. DRA alleges that Verizon and
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Frontier predict improved customer practices after the merger, yet they have
made no-commitments or provided any evidence to sup;poft their claims. DRA

asserts that the application should be supplemented to include specific

~ commitments with regard to rate'and ;service quality protections for the affected
customers. TURN is similarly concerned about the vagueness of consumer |
protections in the application. TURN seeks to determine the ap_prép_riate level of
California - specific merger savings and the appropriate allocation of .tho‘se
savings; whether the proposed merger will harm service quality for California

~consumers impacted by the proposed transactlon and if so what conditions are
necessary to rmtlgate any harmful effects, and whether the proposed merger will
have a negative or positive impact on state and local economies.

4. The Settlement

Frontier and Verizon filed their reply to the protests of DRA and TURN,
after which the parties discussed a resolution of the issues réised by the protests
that would be in the public interest. A formal Settlement Conference was noticed
in accordance with this Commission’s Rules of Practice and Procedure for
August 12, 2009 with all intérested parties p’articipéting. In the conference a
settlement document was developed along with a Joint Motion for Adoption of
the Settlement. | | 7
The Settlement Agreement (Appendix A) reached by the parties is

corhprehensive and the parties submit that it is both reasonable and in the public
interest. They request that the Commission adopt the Settlement Agreement. |
The key terms and assumptions in support of the Settlement Agreement are:

(1) Basic Residential Service Rate Caps. For one year
. following closing of the proposed transaction, the basic
primary residential rate for each of the Verizon California
Transferred Exchanges will be capped at their current

-11 -
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©

(3)

(4)

levels as of the date of the closing of this transaction.
Thereafter, the parties agree that those exchanges will be
subject to applicable Commission orders governing
services for Uniform Regulatory Framework (“URF”)
companies.

Rates for Other Services. For one year following closing
of the proposed transaction, the rate for the following
services for the Verizon California Transferred Exchanges
will be capped at their current levels as of the date of the
closing of the proposed transaction: Caller ID, Call
Waiting, Single Line Business Service, Directory
Assistance, Non-Published Service and Inside Wire

~ Maintenance. Thereafter the parties agree that those

exchanges will be sub]ect to applicable Commission
orders governing services for URF companies.

Exogenous Events. Notwithstanding the limitations -
included in paragraphs one and two, Frontier -
Communications of the Southwest will be permitted to
request reasonable recovery for the impact of exogenous
events that materially impact the operations of the _
Verizon California Transferred Exchanges, including but
not limited to, orders of the Federal Communications
Comniission and this Commission. Nothing herein shall
preverit a party from opposing such a request on the |
grounds of reasonableness. Frontier Communications of
the Southwest may apply to the Commission to modify
the rates of the exchanges to which paragraphs one and

two are applicable. Nothing herein shall be construed to
prevent any party from taking a position with respect to’
- the appropriate service rates, if any, which should apply

to the affected exchanges, after the dates specified in
paragraph one or two above.

Service Quality Reporting. For a period of 12 months
after the closing of the proposed Transaction, or until
December 31, 2011, whichever date is later, Citizens
Telecommunications Company of California d/b/a
Frontier Communications of California, with respect to

-12 -
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existing exchanges and Frontier Communications of the

Southwest with respect to the Verizon California

Transferred Exchanges will file separate reports with the

Commission concerning installation intervals for their

respective exchanges, notwithstanding any exemption

from reporting contained in General Order 133-C for URF
companies.

5. Discussion

Pursuant to Rule 12.1(d) of the Commission’s Rules of Practice and
Procedure, settlements must be reasonable in light of the record, consisfent with
law, and in the public interest. The Settlement Agreément satisfies each of those
. criteria. |

(1) The Proposed Settlement is Reasonable in Light of the
. ‘Record. The parties have developed a factual record
- contained in the application, the transcript of the
prehearing conference, Applicants’ amendment to their |
- application, and the joint statement of facts agreed to in
- the Settlement Agreement. Applicants have responded
- to DRA’s and TURN's factual concerns raised in their
protests.

(2) The Proposed Settlement is Consistent with Law and

Precedent. The parties assert that the Settlement

' Agreement is consistent with existing law. The parties
are unaware of any conflict with any provisions of law or
‘any decision of the Commission. We find that Applicants
have provided sufficient information to satisfy
Commission rules and precedent, and have
demonstrated that the settlement is in the public mterest
and consistent with the law including § 854(b) and (c).

(3) The Proposed Settlement is in the Public Interest. The
Settlement Agreement is in the public interest because its
provisions provide added assurance that the public
interest standard of § 854 is satisfied. There is a
residential rate cap for one year as well as rate caps for
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specific services. The settlement is fair and reasonable in
light of the whole record, and should be adopted.

Immediately following the comple.ﬁdn of the transaction, Verizon’s
end-user customers in the 13 transferred exchanges will continue to receive
substantially the same services, service ratés, and service terms and conditions as
immediately prior to the transaction. NewILEC and NewLD will file new tariffs
~ appropriate to adopt the rates, terms, and conditions in the tariffs under which

~ the Verizon companies have been operating in California. The Commission will
~ retain the same regulatory authority over Verizon West Coast, NewILEC, and
NewLD that the Commission possesses prior to the consummation of the
transaction. 7 B _

Pub. Util. Code § 851 provides in pertinent 1:;art that “No public utility ...

- shall sell, lease, assign, mortgége, or otherwise dispose of or encumber the whole

~or any part of its . . . system, . . . nor . merge or consolidate its . . . system . .. or
. franchises or perrﬁits or any part thereof, with any other public utility, without
first having secured from the commission an order authorizing it so to do.”

In addition, when the sale of an entire coﬁlpany is proposed, as is the case

with Verizon West Coast, the Commission also applies § 854(a), which provides
that no person “shall acquire or control .. any public utility” without | |
Commission authorization. The primary standard for review under both of these
sections is whether the transaction is “adverse to the public interest.”” In
assessing whether the public interest standard is met under § 854(a), the
Commiésion often considers some or all of the factors from § 854(c) ona

discretionary basis to provide context for a public interest assessment.

7 D.07-05-061 (CalNev Pipeline) at 24.
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‘We have noted in a number of recent decisions approving transfers.of .
control that, because Cali-fornia.”reaps enormous'beneﬁts” from public utility
. services, it is “in the public interest to foster a business climate in California that
is hospitable to utilities.” Accordingly, we have ruled that § 854(a) transactions
“should be approved absent a compelling reason to the contrary.”® The evidence
persuades us that, the proposed transaction should be approved.

‘Frontier currently has approximately 2.3 million access lines in 24 states,
and provides telecommunications services to rural and small urban markets
across tﬁe country. Frontier and its operating companies have a long history in -

_serving rurél areas in California and elsewhere.? Frontier has pursued a strategy - .
of enhancing its local presence in the communities in which it operates. With the
proposed transaction, the residential and business consumers in-the service areas
itis acqﬁiring'from Verizon will become a key focus for Frontier. |

" The transaction will accelerate Frontier’s growth, creating a much larger
company with increased financial strength and flexibility. Frontier will be the
fifth-largest ILEC in America, serving predominantly rural communities and
smaller cities, and it will have 8.6 million Voice_Aand broadband connections,

including more than 7 million access lines and $6.5 billion in revenues. It asserts

8 See D.04-08-018 (SureWest remcorporatlon) D.04-09-023 {(Comm South/ Arbros)
D.05-05-014 (Cal-Ore Telephone/Lynch Interactive); D.05-06-012 (Supra
Telecommunications); D.05-08-006 (Highspeed Commumcatlons/ Northwest
Telephone); D.06-02-033 (PacifiCorp). :

9 In addition to serving rural areas, Frontier-also has experience serving mid-size
communities including Elk Grove, California; the South Metro of Minneapolis/St. Paul,
Minnesota; and Rochester, New York. :
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if will be the largest provider of voice, broadband, and video services focused on
 rural to smaller city markets in the United States..

In addition, Frontier expects to have an even stronger balance sheet and -
greater cash flow generation capabilities. This transaction will “delever”
Frontier, i.e., it will reduce significantly the company’s debt-to-EBITDA ra’c_i().10
~ The increased financial strength is expected to improve Frontier’s access to
capital and lower its cost of capital, which will inure to the benefit of the
California exchangés and their customers.

The transaction will be transparent to the current customers of Verizon
West Coast, Verizon California, VLD, and VES in California. Customers are
‘expected to receive substantially the same services post-merger that they
~received pre-merger, and at the same prices. No existing customer service will
be discqntinued or interrupted as a result of the transaction; and Frontier will use
the same operational systems that Verizon uses today to 'pro_v_ide service. At
closing; Frontier will have full control over these systems. Verizon and Frontier
representatives are expected to work tbgether so that Frontier can énsure
customer continuity including billing, customer account systemé, and plant
~ record systems. Further, the transaction should not have any adverse impacts on
wholesale service customers in California. Frontier will retain all obligations
under Verizon’s current interconnection agreements and other existing

arrangemeﬁts, in addition to the stétutory obligations applicable to all ILECs.

10 Currently, Frontier Communication’s leverage is approximately 3.8 x EBITDA; after
the transaction, its leverage will be reduced to 2.6 x EBITDA. (EBITDA is earmngs
before interest, taxes, deprec1at10n, and amortization.}
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Frontier will continue to be managed by employees with extensive
knowledge of the local telei)hone business and with a commitment to the needs
of the local community. Frontier will continue to employ Frontier and Verizon
company employees that are experienced in providing local services in -
California. Frontier will honor the union labor agreements in the affected states.
Verizon will fund pensions for the pre-closing services of employees moving to
Frontier, and Verizon will remain responsible for peeple who retire from the
transferred areas before closing.

The proposed transaction is structured to achieve Frontier’s broadband
" investment and growth strategy while enhancing Frontier’s ability to serve
customers in all 27 states in which it will operate after the merger. As noted, this
transaction will improve Frontier’s overall financial flexibility and stability by
reducing its relative leverage. After the transaction, Frontier’s leverage will be
* decreased from 3.8 times EBITDA to 2.6 times combined 2008 pro forma

EBITDA, even without considering expected operating efficiencies.
From Verizon's perspective, shareholders will benefit as a result of this
| transaction. This is part of a multi-year effort to transform the company’s
growﬂl profile and asset base to focus greater attention on wireless, fiber-optic
services and other broadband development, and global Intellectual Property.
The proposed transaction will benefit the local econemies served by

" Frontier California and the affected Verizon exchanges because it will continue

. and enhance Frontier’s service. These areas will continue to benefit from

Frontier's increased financial strength and service in rural areas and expanding
the availability of broadband. |
The proposed transaction will preserve the Commission’s jurisdiction. The

Verizon California exchanges are currently operated under the URF and will
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' continue to be operated as such. Verizon West Coast is currently a rate-of-return
company and will continue as such until such time as Frontier chooses to seek |
modification of that status.

Because the proposed transaction involves only an indirect change in
ownership of stock and exchangeé, it does not constitute a “project” under the
California Environmental Quality Act (”‘CEQA”). The application does not -
request authority for new construction, nor will it result in any changes to the
current use of assets. Accord:i_ﬁgly, there is no possibility of any significant
environmental impact associated with the joint application, and no CEQA review
is necessary.
| The proposed transaction will not reduce retail or wholesale competition
and, indeed, will expand it. In California as in other states, none of the local

‘exchanges being acquired by Frontier from Verizon overlap with any of the local
exchanges already served by Frontier. Frontier and Verizon do not currently
compete for customers in any of the affected exchanges as Frontier operates
neither local exchange nor mobile facilities in these areas; therefore, the
transaction wﬂl; not reduce the number of competitors in any region. Once the
transfer is complete, Verizon will continue competing in the affected areas by
providing wireless services, enterprise services, and long distance services.

Because the transaction will result in no adverse consequences to
customers, employees, shareholders, or the public in California, no mitigation
measures are needed. We grant the application.

6. Reduction of Comment Period

Pursuant to Rule 14.6(b) of the Commission’s Rules of Practice and

Procedure, all parties stipulated to reduce the 30-day public review and

comment period required by Section 311 of the Public Utilities Code. The
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commeﬁt period has been reduced to 10 days and the reply comment period is
waived. On October 23, 2009 ]6int Comments were filed by all parties which
pointed out a minor omission, which has been corrected.
7. Assignment of Proceeding
Michael '-R.; Peévey is the assigned Commissioner and Robert Barnett is the

assigned Administrative Law Judge in this proceeding.

Findings of Fact 7
1. Frontier seeks to acquire from Verizon 13 telephone exchanges in
California. | '

2. Six exchanges comprising the entire sei'ving territory of Verizon West
Coast, a wholly owned subsidiary of Verizon Northwest, will be transferred to
- Frontier. These exchanges are: Cr_esc_enthity, Klamath, Smitﬁ River, Hiouchi,
and Gasquet in.Del Norte County and Orick in Humboldt County.

3. Seven Verizon California exchanges will be.transferred to Frontier; these
border Arizona and Nevada. The exchanges to be transferred are:
(1) Adjacent to Nevada: Alpine (Alpine Co.) and Coleville (Mono Co.);
(2) Adjacent to Arizona: Earp Big River, Havasu Landing, and Parker Dam
(San Bernardino Co.), Blythe (Riverside Co.), and Palo Verde (Impeﬁal Co.).

4. Immediately following the completion of the transaction, Verizon’. s
end-user customers in the 13 transferred exchanges will continue to receive
substantially the safne services, service rates, and service terms and conditions as
immediately prior to the transaction. |

5. Frontier currently has approximately 2.3 million access lines in 24 states, '
and provides telecommunications services to rural énd small urban markets
across the country. Frontier and its operating companies have a long history in

serving rural areas in California and elsewhere.
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6. The transaction is expected to accelerate Frontier’s growth, creating a much

Iérger company with increased financial strengﬂ'; and flexibility. Frontier will be
the fifth-largest ILEC in America,- serving predominantly rural communities and
émaller cities, and it will have 8.6 million voice and 'broa'dband connections,
including more than 7Ami_llion access lines and $6.5 billion in revenues.

7. After the transaction is completed, Frontier expects to have an even
stronger balance sheet and greater cash flow generation capabilities. This
transaction will “delever” Frontier, i.e., it will reduce significantly the company’s -
debt-to-EBITDA ratio. The increased financial strength is expected to improve
Frontier’s access to capital and lower its cost of capital, which will inure to the
benefit of the Califorhi_'a exchanges and their customers. |

8. Customers are expected to receive substantially the same services
post-merger that they received pre-merger, and at the same prices. No existing
customer service will be discontinued or iritei:rupte_d as a result of the - -

transaction, and Frontier will use the same opérational systems that Verizon uses
today to provide service. |

| 9. The transaction should not have any adverse impacts on wholesale service
customers in California. Frontier will retain all obligations under Verizon's
current interconnection agreements and other existing arrangements.

10. Frontier will continue to emp.loy Frontier and Verizon company
employees that are experienced in providing local services in California. Frontier

| ~will honor the union labor agfeements in the affected states. Verizon will fund
| pensions for the pre-closing services of employees moving to Frontier, and
Verizon will remain responsible for people who retire from the transferred areas

befbre closing.
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Conclusions of Law

1. At the completion of the transaction, Verizon West Coast will continue to
operate as a stand-alone company in California (subject to being renamed), and
will become a direct, wholly owned subsidiary of NCIH and an indirect, |
wholly dwned subsidiary of NCH. Verizon West Coast’'s CPCN should be
transferred to NCIH. |

2. The seven Verizon Califomia exchahges along the Arizona and Nevada
borders will be transferred to NewILEC, a newly-formed corporation which will
oberate in California as well as Arizona and Nevada. Accordingly, NewILEC
should be granted a new CPCN to permit' it to operate those California
'exchanges. _ .

3. NewLD should be granted a CPCN to provide interLATA and intral ATA
resold telecommunications services (except local exchange services). This will
‘enable NewLD to conduct the long distance business transferred to it by VLD
'and VES. VLD and VES will continue to provide some long distance |
telecommurﬁcations services in California,l and therefore _Will maintain their

CPCNE. NewLD should adopt the prices, tér_ms, and conditions of ViD and
VES. | |
-4 NewILEC should adopt the prices, terms, and conditions of Vérizon
California with respect to the transferred exchanges. NewILEC should be
designated an ETC under 47 U.S.C. Section 214(e). NewlILEC's services contain
each of the service eléments necessary for ETC designation, including each of
those in 47 U.S.C. Section 214(e). NewlILEC should be granted the same
* Investment Tax Credit status that Verizon California poésessed prior to the
transaction.

5. The results of the transaction should be:
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(1) Transfer of Verizon West Coast's CPCN to NCIH;

(2) A new CPCN for NewlILEC for local exchange service to -
allow it to operate the seven former Verizon California
exchanges along the Arizona and Nevada borders under
the same terms;

(3) NewlILEC's adoption of the prices, terms, and conditions
of Verizon California for the transferred exchanges;

(4) NewlILEC’s designation as an ETC and transfer of
existing Verizon California status as such in the affected
exchanges;

(5) A new CPCN for NewLD to provide interLATA and
intraLATA resold telecommunications services (except
Iocal exchange services); and

(6) Transfer of the long distance customers in the affected
exchanges from VLD and VES to NewLD.

ORDER

IT IS ORDERED that:
1. The Certificate of Public Convenience and Necessity of Verizon West Coast
Inp. is transferred to New Corhmunications ILEC Holdings, Inc. “
2a. A Certificate of Public Convenience and Necessity is granted to New
Communications of the Soﬁthwest Inc. to allow it to operate under the same
terms the seven Verizon California Inc. eichanges being transferr_ed to it:

(1) Adjacent to Nevada: Alpine (Alpine Co.) and Coleville
(Mono Co.);

(2) Adjacent to Arizona: Earp Big River, Havasu Landiﬁg,
and Parker Dam {San Bernardino Co.), Blythe (Riverside
-Co.), and Palo Verde (Imperial Co.).

2b.The corporate identification number assigned to New Communications of
the Southwest Inc., U1026C, shall be included in the caption of all original filings

with this Commission, and in the titles of other pleadings filed in existing cases.
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2¢. New Communications of the Southwest Inc. shall comply with the
fequirements- applicable to Uniform Regulatory Framework Local Exchange
Carriers in Attachment A to this decision.
3. New Communications of the Southwest inc. shall adopt the prices, terms,
and conditions of Verizon California Inc. for the transferred exchanges. |
" 4. New Communications of the Southwest Inc. shall file an advice letter in |
compliance with Resolution T-17002 to be designated as an Eligible
Telecommunications Carrier in California under 47 U.S'.C. Section 214.
5a. A Certificate of Public Convenience and Necessity is granted to New
| Commurﬁcations Online and Long Distance, Inc. to provide interLocal Access
and Transport Area and intral.ocal Access and Transport Area resold
telecommunications services (except local exchange.services). |
5b.The corporate identification number assigned to New Communications
Online and Long Distance, Inc., U7167C, shall be in_cluded in the caption. of all
original filings with this Commission, and in the titles of other pleadings filed in
. existing cases.
5c. New Cdmmurﬁcations Online and Long Distance, Inc. shall comply with
the requirements applicable to Non;Dommant mterexchangé Carriers in
~Attachment D to this decision. | | | |
6. The aécounts receivables and customer relationships related to the long
distance operations in Califor'ﬁia of Verizon Long Distance, LLC (U5732C) and
Verizon Enterprise Solutions, LLC (U5658C)l shall be transferred to New
Communications Online and Long Distance, Inc.
- 7. The Settlement Agreement is approved and adopted:

(1) Basic Residential Service Rate Caps. For one year
following closing of the proposed transaction, the basic
primary residential rate for each of the Verizon California

.
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(2)

3)

- Transferred Exchanges will be capped at their current

levels as of the date of the closing of this transaction.
Thereafter, the parties agree that those exchanges will be

* subject to applicable Commission orders governing

services for Uniform Regulatory Framework (“URF”)
companies.

Rates for Other Services. For one year following closing

- of the proposed transaction, the rate for the following

services for the Verizon California Transferred Exchanges
will be capped at their current levels as of the date of the
closing of the propesed transaction: Caller ID, Call
Waiting, Single Line Business Service, Directory

Assistance, Non-Published Service and Inside Wire

Maintenance. Thereafter, the parties agree that those
exchanges will be subject to applicable Commission

. orders governing services for URF companies.

Exogenous Events. Notwithstanding the limitations
included in paragraphs one and two, Frontier
Communications of the Southwest-will be permitted to
request reasonable recovery for the impact of exogenous
events that materially impact the operations of the
Verlzon California Transferred Exchanges, including but
not limited to, orders of the Federal Communications
Commission and this Commission. Nothing herein shall.

~ prevent a party from opposing such a request on the

grounds of reasonableness. Frontier Communications of

_the Southwest may apply to the Commission to modify

the rates of the exchanges to which paragraphs one and
two are applicable. Nothing herein shall be construed to -
prevent any party from taking a position with respect to
the appropriate service rates, if any, which should apply
to the affected exchanges, after the dates specified in
paragraph one or two above.
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(4) Service Quality Reporting. For a period of 12 months
after the closing of the proposed Transaction, or until
December 31, 2011, whichever date is later, Citizens
Telecommunications Company of California d/b/a
Frontier Communications of California, with respect to
existing exchanges and Frontier Communications of the
Southwest with respect to the Verizon California

Transferred Exchanges will file separate reports with the
Commission concerning installation intervals for their
respective exchanges, notwithstanding any exemption
from reporting contained in General Order 133-C for URF
companies.

8. Application 09-06-005 is closed.
 This order is effective today. 7
Dated October 29_, 2009, at San Francisco, California.

MICHAEL R. PEEVEY
President
- DIAN M. GRUENEICH
JOHN A. BOHN 7
RACHELLE B. CHONG
TIMOTHY ALAN SIMON
Commissioners

D0910056 Appendix A
D0910056 Attachment A through F
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|| Communications Onlirie and Long Distance, °
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and Verizon Enterprise Solutions, LLC

(U 5658 C) For Approval of the Saleof -
Assets, Transfer of Certificates and Customer
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This Séttlement Agreement is entered into as of Auguslt 20, 2009, by and between Frontier
|| Communications Corporation, (“Frontier”), New Comfuunications Corlﬁoration, New
_ Commuz:i;':ations ILEC Holding_s, Inc., New Communications of the Southwest Inc., Verizoh West
Coast Inc., Verizon California Inc., New Communications Online and Long Distance, Inc., |
Verizon Long Distance, LLC, and Verizoanht'eszise Solutions, LLC (coliectively "Verizon"), the
Division of Ratepayer Advocates of the California Public Utili_ﬁes Comnﬁssion ("DRA") and The
Utility Reform Netwﬁrk ("TURN") in accordance with Article 12 of the California Public Utilities

Commiséion’s ("Commission") Rules of Practice and Procedure. Frontier, Verizon, DRA and
TURN are sometimes referred collectively hereiﬁ as the “Parties” and indiﬁdually as a “Party.”

| RECITALS |
WHEREAS, on June 4, 2009, Frontier and Verizon -ﬁied their Joint Application for

approval pursuant to PuBlic Utiliﬁes Code Sections 851- 854 of the transfer of a portion of
Verizon's local exchange and long distance business in .California to companies to.be owned
and controlled by Frontier and for additional approvals as-may be necessary to complete the |

| || proposed transaction ("Transaction”) in this proceeding; A. 09-06-005. (“Application").

WHEREAS, the Transaction involves proﬁerty in thirteen exchanges. Six exchanges
compﬁée the ‘entire serving territory of Verizon West Coast '(appi'oximately 13,000 access lines),
which will be transferred to Frontier in its entirety and operate as a separate legal entity upon the
closing of the_ Transaction. Another seven California exchanges (apprbximaxeiy lI,OOﬁ access
lines) currently operated by Verizon California, Inc. are being transferred to Frontier; these border
Arizona and Nevada, and are contiguous to the Verizon Cﬁlifomia Inc. properties in those states -

that are also being transferred. The Verizon California exchanges to be transferred are: (1)
Adjacent to Nevada: Alpine (Alpine Co.) and Coleville (Mono Co.); (2) Adjacent to
| Atizona: Barp Big River, Havasu Landing, and Parker Dam (San Bernardino Co.), Blythe
|l (Riverside Co), and Palo Verde (Imperial Co.) and will hereinafier be referrgd to as “Verizon

California Transferred Exchanges.”




WHEREAS, New Commumications of the Southwest Inc., hereinafter “Frontier

Communications of the Southwest” will o;Serate the Verizon California Transferred Exchanges.
WHEREAS, on July 13, 2009 DRA and TURN filed timely Protests to the Applicat’ionr

|l on various grounds. 7

‘WHEREAS, on July 23, 2009 Frontier and Verizon timely filed their Reply to the
Protests of DRA and TURN. |

WI—IEREAS since Frontier and Venzon filed their Reply to the Protests of DRA and
TURN the Parties have been discussing a possible mutually satisfactory resolution of the issues
raised by the DRA and TURN Proteéts that would be in the public interest.

, . AGREEMENT _
NOW, THEREFORE, based upon the mm?ual agreement reflected in this Settlement
Agreement, Fronﬁer, Verizon, DRA and TURN agree as follows: |

1. Basic Residential Service Rate Caps. For one year following closing of the proposed
Trénsaction the basic pnmary residential rate for each of the Verizon California Transferred
Exchanges will be capped at their current levels as of the date of the closing of this Transaction.
Thereafter, the Parties agree that those exchanges wﬂl be subj ect to applicable Commlssmn orders

governing services for URF companies.

2. Rates For Other Services. For one year following closing of the broposed Transaction,
the rate for the following services for the Verizon California Transferred Exchanges will be
capped at their current levels as of the date of the closing of the proposed Transaction: Caller ID,
Cail Waiting, Single Line Business Service, Dii'ectory Assistance, Non-Puinéhed_ Service a;nd
Inside Wire Maintenance. Thereafter, the Parties agree that those exchanges will be subject to

applicable Commission orders govemning services for URF companies. -

3. Exogenous Events. Notwithstanding the limitations included in paragraphs 1 and 2,
Frontier Communications of the Southwest will be permitted to request reasonable recovery for

the impact of exogenous events that materially impact the operations of the Verizon California




Transferred Exchanges, inchiding but not limited to, orders of the Federal Communications

1l Commission ("FCC"} and this Commission. Nothing herein shall prevent a Party from opposing
such a request on the grounds of reasonableness. Frontier Communications of the Southwest may
apply to the Commission to modify the rates of the exchanges to which paragraph 1 and 2 are
applicable. Nothing herein shall be. construed to prevent any Party from taking a position with
respect to the appropriate service rates, if any, which-should apply to the affected exchanges, after
the dates specified in paragraph 1 or 2 above. 2

4, Service Quality Reporting. For a period of twelve months after the closing of the
proposed Transaction, or until December 31, 2011, whichever date is later, Citizens
Telecommunications Company of California d/b/a Frontier Communications of California, with
respect to existing exchanges and Frontier Communications of the Southwest with respect to the
‘Verizon California Transferred Exchanges will file seperate reports with the Commission |
{| concerning instal—lation intervals for their respective exchanges, notwithstanding any exemiption

|i from reporting contained in General Order 133-C for URF companies.

5. This Settlement Agreement represents a compromiee of the disputed positions of the
Parties .and is fundamentally fair, reasonable in the light of the whole record, consistent with the
law, and in the public interest. Applicants, TURN and DRA disagree with respect to Whether the
ec’enomic benefits and allocation provisions of Public Uﬁlities_ Code §854(b) and (c) apply to this-
Transaction. Parties agree, however, that irrespective of the disputed legal issue, Applicants have
provided enough information and the transaction provides eﬁough customer beneﬁt.te eﬂsure itis
in the public interest, consistent with the law iﬁcluding Section 854(b) and (c) and fau.' and
reasonable in light of the whole record.. Nothing in 1_'.his Settlement Agreement shall be interpreted
as an admission or waiver of claims or positions with respect the application of Public Utilities
Code §854(b) and (c). '

6. The Parties will file a Joint Motion seeking Commission approval of the Settlement
Agreement in its entirety and without change. '

7. The Commission will have exclusive jurisdiction over any issues related to this Settlement

Agreement and no other court, regulatory agency or other governing body will have jurisdiction




over any issue related to the interpretation of this Settlement Agreement, or the rights of the
Parties in this Settlement Agreement, with the exception of any court that may now or in the

future, by statute or otherwise, have jurisdiction to review Commission decisions.
8. This Settiement Agreement was jointly prepared by all of the Parties and any uncertainty
or ambiguity existing in the document will not be interpreted against any party on the bésis that

such party drafied or prepared the Settlement Agreement.

9. Each of the undersigned Parties agrees to abide by the conditions set forth in this

-l Settlement Agreement.

10.  The Settlement Agreement may be executed in counterparts.

{11, The parties agree that the Commission should adopt its decision in this proceeding that
grants the relief sought in Section V. of the Application subject to the conditions specified in this
Settlement Agreement. A Commission decision adopting this Settlement Agreement shall also

close this proceeding.

12.  Bysigning beloW, each signatory for a Party represents and warrants that he/she is
authorized to sign this Settlement Agreement on such Party’s behalf and thereby binds such Party
to the terms of this Settlement Agreement. This Settlement Agreement may be signed in

counierparts.

13.  This Seitlement Agreement constitutes and represents the entire agreement between the
Parties and supersedes ail prior and contemporaneous agreéments,'negotiations, representations,

warranties and understandings of the Parties with respect to the subject matter set forth herein.

14.  This Settlement Agreement may be amended or changed only by a written agreement

signed by both Parties and approved by the Commission.




| 15.  The Parties agree that if the Commission fails to adopt the provisions agreed to and

contained in this Settlement Agreement or modifies them, either Party may terminate this

Settlement Agreement and pursue all rights which either Party may have as of the execution date

{| of this Settlement Agreement.

Dated: August 20, 2009

For Frontier Communications Corporation

BY(ZW

E. Garth Black

Patrick M. Rosvall

Cooper, White & Cooper LLP
201 California St., 17th Floor
San Francisco, CA 94111
Telephone: (415) 433-1900
Facsimile: (415) 433-5530
e-mall gblack@cwclaw.com

Kevin Saville

Associate General Counsel -

Frontier Communications Corporation
2378 Wilshire Blvd.

Mound, Minnesota 55364

Telephone: (952) 491-5564 .

Facsimile: (952) 491-5577

e-mail; kevin.saville@frontiercorp.com

For The Utility Reform Network
By:

William R. Nusbaum
Managing Attorney

Christine Mailloux
Telecommunications Attorney-
The Utility Reform Network
115 Sansome Street, Suite- 500
San Francisco, CA 94104
Telephone: (415) 929-8876
e-mail: brusbaum@turn.org

For the Verizon entities and the newly—formed :
companies -

By:

Elaine M. Duncan .

Vice President and General Counsel .
West Region Verizon .

711 Van Ness Avenue, Suite 300

San Francisco, CA 94102
Telephone: (415) 474-0468
Facsimile: (415) 474-6546

e-mail: elaine.duncan@verizon.com

For the Division of Raiepaye: Advocates
By:

Dana Appling

Director

Sindy J. Yun

Staff Counsel

California Public Utilities Commission
Division of Ratepayer Advocates

~ 505 Van Ness Avenue, Room 4300

San Francisco, CA 94102
Phone: (415) 703-1999
Fax: (415) 703-4432

- e-mail: sjy@cpuc.ca.gov




- T AUG-28~-2883  14:53

|

' " of this Settlement Agreement.

Dated: August 20, 2009

For Frontier Communications Corporation

w5 T aZe

E. Garth Black

{| Patrick M. Rosvall _
Cooper, White & Cooper LLP
201 Californig St;, 17th Floor
San Francisco, CA 94111

|| Telephone: (415) 433-1900
Facsimile: (415) 433-5530
e-mail; ghlack@ewelaw.com -

Kevin Saville
Associate General Counsel
Frontier Communications Corporation
11 2378 Wilshire Blvd.
¥(I,ephonund’ ' (9%%? 352464
e e -
Facsimile; (952) 491-5577

For The Utility Reform Network
By: '

e-mail: kevin.saville@frontiercorp.com

Wiltiam R. Nusbaum
|| Managing Attormey

Christine Mailloux
Telecommunications Attomey
The Utility Reform Network
115 Sansome Street, Suite 900
San Francisco, CA 94104
Telephone: (415) 929-8876
e~mail: bossbaum@turn.org
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15.  The Parties agree that if the Commission fails to adopt the provisions agreed to and
contained in this Settlement Agresment or modifies them, either Party may terminate this
|| Settlement Agreement and pursue all rigﬁts which either Party may have as of the execution date

For the Verizon entities and the newly-formed
companies

Elaine M. Duncan
Vice President and General Counsel
West Region Verlzon -
711 Van Ness Avenne, Suite 300
San Francisco, CA 94102
Telephone: (415) 474-0468
Facsimile: (415) 474-6546 ,
- e-mail: elaine.duncan@verizon.com

For the Division of Ratepayer Advocates
By:

Dana Appling

Director

SindyJ. Yun -
Staff Counsel

California Public Utilitics Commission
Division of Ratepayer Advocates

505 Van Ness Avenue, Room 4300

San Francisco, CA 94102

Phone: (415) 703-1999

- Fax: (415) 703-4432
~ e-mail: gjy@cpuc.ca.gov
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of this Settlement Agreement.

Dated: August 20, 2009

For Frontier Communications Corporation

|| E. Garth Black

Patrick M. Rosvalt -

|| Cooper, White & Cooper LLP
201 California 5t., 17th Floot
San Francisco, CA 94111
Telephone: (415) 433-1900

* - || Facsimile; (415) 433-5530

[ e-mail: ghlack@cwclaw.com

Kevin Saville -

Associate General Counsel

Frontier Comnunications Corporation
2378 Wilshire Blvd. -

Mound, Mimesota 55364

Telephone: (952) 491-5564

Facsimile: (952) 491-5577

e-mail: kevin.saville@frontiercorp.com

For The tility Reform Network
By / w—(( e S
|} William R. Nusbaum

Managing Attomey

Christine Majlloux
Telecommunications Attorney
The Utility Reform Network

115 Sansome Street, Suite 900
San Franciseo, CA 94104
Telephone: (415) 929-8876 .
e-mail: bnusbeum@turn.org

15.  The Parties agree that if the Commission fails to adopt the provisions agreed to and
conitained in this Settlement Agreement 'or—rﬁtqdiﬁes them, either Party may terminate this

‘Settlement Agreement and pursue al] rights which either Party may have as of the execution date

_ For the Verizon entities and the newly-formed

companies

By

Elaine M., Duncan R
Vice President and General Counssl.
-West Region Verizon :
711 Van Ness Avenue, Suite 300
San Francisco, CA 94102
Telephone: (415} 474-0468
Facsimile: (415) 474-6546

- e-mail: elaine.duncan@verizon.com

For the Division of Ratepayer Advocates
By:

Dana Appling

Direetor

Sindy J. Yun

Staff Counsel _
California Public Utilities Commission
Division of Ratepayer Advocates
305 Van Ness Avenue, Room 4300
San Francisco, CA 94102

Phone: (415) 703-1999

Fax: (415) 703-4432

e-mail: sjy@cpue.ca.gov
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i

Dated: Agust 20, 2009
For Frontisr Cottmunicstions Corporation

I, f.Rosvall .
Cooper, White & Cooper LLE
201 California St., 17th Flogr
San Francisco, CA& 94111
Telephone: (415) 433-1900
Facimmile: (415) 433-5530
e-mail: ghlack@cwelaw.comm

Kevin Saville
Associate General Counisel
|| Frontier Commurvications Corporation
2378 Wilshire Blvd.
Mound, Minnesots §5364
Tolephone: (952) 491-5564
Facsimile: (952) 491-5577
e-mail; kevin.saville@fontierearp.
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1 CERTIFICATE OF SERVICE
2 I, Martin Spénce, declare: | '
3 I am a resident of the State of California, over the age of eighteen years, and not a party to
4 || the within action. My business address is COOPER, WHITE & COOPER LLP, 201 California
5 || trest, 17th Floor, San Francisco, CA 94111.
6 On August 21, 2009, I served the:
7 JOINT MOTION FOR ABOPTION OF SETTLEMENT AGREEMENT
3 _
o by sending via e-mail & true and correct copy in Adobe Acrqbat PDF searchable format to the
10 parties on the CPUC’s service list for Proceeding No. A. 09-06-005. _
1 Hard copies were mailed to Assigned ALJ Barnett and to Asgigned Commissioner Peevey.
" I def:lare under penalty of perjury that the foregoing is true and correct. |
;3 Exef:uted on August 21, 2009, at San Francisco, C;liform'a. o
IS oo Martin Spence -
16 :
17
.18
19
- 20
21
‘ »
23
24
25
26
27
28
. COOPER, WHITE 7
| et (End of Appendix A)
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ATTACHMENT A

REQUIREMENTS APPLICABLE TO LOCAL EXCHANGE CARRIERS

1. New Communications of the Southwest Inc. (Applicant) shall file, in this -
docket, a written acceptance of the certificate granted in this pfoceed'mg within
30 days of the effective date of this order. |

2. Applicént is subject to the following fees and surcharges that must be
regularly remitted. Per the instructions in Appendix E to Decision (D.) 00-10-028, -
the Combined California PUC Telephone Suréharge Transmittal Form must be
- submitted even if the amount due is zero. |

a. The current 1.15% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
.D.95-02-050, to fund the Universal Lifeline Telephone Service -
Trust Administrative Committee Fund (Pub. Util. Code § 879;
Resolution T-17071, dated March 1, 2007, effective April 1, 2007);

b. The current 0.20% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by |
D.95-02-050, to fund the California Relay Service and
Communications Devices Fund (Pub. Util. Code § 2881;
D.98-12-073 and Resolution T-17127, dated December 20, 2007,
effective January 1, 2008);

c. The userfee provided in Pub. Util. Code §§ 431-435, which is
0.18% of gross intrastate revenue (Resolution M-4819), dated
June 7, 2007, effective July 1, 2007; .

d. The current 0.13% surcharge applicable to all intrastate services
~ except for those excluded by D.94-09-065, as modified by .
D.95-02-050, to fund the California High Cost Fund-A (Pub. Util
Code § 739.3; D.96-10-066, pp. 3-4, App. B, Rule 1.C;
Resolution T-17128, dated December 20, 2007, effective
January 1, 2008);
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e. The current 0.45% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
.D.95-02-050, to fund the California High Cost Fund-B
(D.96-10-066, p. 191, App. B, Rule 6.F; D.07-12-054);

f. The current 0.25% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California Advances Services Fund
(D.07-12-054); and '

g. The current 0.079% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California Teleconnect Fund
(D.96-10-066, p. 88, App. B, Rule 8.G; Resolution T-17142, dated
April 24, 2008, effective June 1, 2008).

Note: These fees change periodically. In compliance with
Resolution T-16901, December 2, 2004, you should check the joint
tariff for surcharges and fees filed by Pacific Bell Telephone

~Company (dba AT&T California) and apply the current surcharge
and fee amounts in that joint tariff on end-user bills until further
revised.

3. Applicantis a Uniform Regulatory Framework (URF) local exchange
carrier. . The effectiveness of its future tariffs is subject to the requirements of -
General Order (GO) 96-B and the Telecommunications Industry Rules
(D.07-09-019). N

4. Tariff filings shall reﬂéct all fees and surcharges to which Applicant is
subject, as reflected in 2 above. | |

5. Applicant shall file a service area map as part of its initial tariff.

6. Prior to initiating service, Applicant shall provide the Commission’s
Consumer Affairs Branch with the name and address of its designated contact
person(s) for purposes of resolving consumer complaints. This information shall

_ be updated if the name or telephone number changes, or at Ieast annually.
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7. Applicant shall notify the Director of the Communications Division in
writing of the ..da-te that local exchange service is first rendered to the public, no
later than five days after service first begins. |

8. Applicant shall keep its books and records in accordance with the
“ requlrements of Ordermg Paragraph 18 of D.06-08-030.

9. In the event Applicant’s books and records are required for inspection by
the Commission or its staff, it shall either produce such records at the
Commission’s offices or reimburse the Commission for the reasonable costs
incurred in having Commission staff travel to its office.

10." Applicant shall file an annual report with the Director of the
Cormﬁunications Division, in compliance with GO 104-A, on a calendar-year
basis with the mformatlon contained in Attachment B to this decision.

11. Applicant shall file an affiliate transaction report with the Director of the
‘Communications Division, in compliance with D.93-02-019, on a calendar-year
basis using the form contained in Attachment C.

1 Applicant shall ensure that its employees comply with the provisions of
Pub. Util. Code § 2889 5 regarding solicitation of customers.

13. Within 60 days of the effective date of this order, Applicant shall comply

~ with Pub. Utl. Code § 708, Employee Identification Cards, and notify the

Director of the Communications Division in writing of its compliance.
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14. If Applicantis 90 days or more late in filing an annual report, or in |
remitting the surcharges and fee listed in 2 above, the Communications Division
shall prepare for Commission consideration a resolution that revokes Applicant’s
Certificate of Public Convenience and Necéssity unless it has received written
perrmssmn from the Communications Division to file or remit late.

15, Apphcant shall send a copy of this decision to concerned local permitting

agencies no later than 30 days from the date of this order.

(END OF ATTACHMENT A)
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ATTACHMENT B
ANNUAL REPORT

Copies of the following Fedefal Communications Commission (FCC)
Automated Reporting Manageiment Information System (ARMIS)
Data (paper reports) for the Calendar Year:

FCC Report 43-01, the Annual Summary Report
FCC Report 43-02, the Uniform System of Accounts Report
FCC Report 43-03, the Joint Cost Report
FCC Report 43-04, the Access Report
FCC Report 43-07, the Infrastructure Report
. FCC Report 43-08, the Operating Data Report

-FCC Report 4954, the Forecast of Investment Usage Report

FCC Report 4958, the Actual Usage of Investment Report

. Please submit the FCC reports to the Commission at the time of their
submission to the FCC. Even if you have been granted forbearance from
filing any of the above reports or tables in the above reports with the FCC,
the Uniform Regulatory Framework (URF) Incumbent Local Exchange

~ Carriers are required to continue to file with this Commission the
California-specific information from their ARMIS reports pursuant to
D.08-09-015, until the Commission makes further determination in a new

~ phase of the URF proceeding.

(END OF ATTACHMENT B) -
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ATTACHMENT C

CALENDAR YEAR AFFILIATE TRAN SACTION REPORT

1. Each utility shall list and provide the followmg information for each.
- affiliated entity and regulated subsidiary that the utility had during
the period covered by the Annual Affiliate Transaction Report.

Name:

U#

Form of organization (e.g., corporation, partnership, joint
venture, strategic alliance, etc.);

Brief description of business activities engaged in; -
Relationship to the utility (e.g., controlling corporation,

-subsidiary, regulated subsidiary, affiliate);

Ownership of the utility (including type and percent
ownership);

Voting rights held by the utility and percent; and
Corporate officets. |

2. The utility shall prepare and submit a corporate organization chart
showing any and all corporate relationships between the utility and
its affiliated entities and regulated subsidiaries listed in #1 above.
The chart should have the controlling corporation (if any) at the top
of the chart, the utility and any subsidiaries and/ or affiliates of the
controlling corporation in the middle levels of the chart, and all
secondary subsidiaries and affiliates (e.g., a subsidiary that in turn is
owned by another subsidiary or and/ or affiliate) in the lower levels.
Any regulated subsidiary should be clearly noted.

‘3. For a utility that has individuals who are classified as "controlling
corporations" of the competitive utility, the utility must only report
under the requirements of #1 and #2 above any affiliated entity that
either a) is a public utility or b) transacts any business with the
utility filing the annual report excluding the provision of tariffed
services.
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4. Each annual report must be signed by a corporate officer of the
utility stating under penalty of perjury under the laws of the State of
California (CCP 2015.5) that the annual report is complete and
accurate with no material omissions.

5. Any required material that a utility is unable to provide must be
reasonably described and the reasons the data cannot be obtained, as
well as the efforts expended to obtain the information, must be set
forth in the utility's Annual Affiliate Transaction Report and verified
in accordance with Section I-F of Decision 93-02-019. ,

6. Utilities that do not have affiliated entities must file, in lieu of the
annual transaction report, an annual statement to the commission
stating that the utility had no affiliated entities during the report

- period. This statement must be signed by a corporate officer of the
utility stating under penalty of perjury under the laws of the State of
California (CCP 2015.5) that the annual report is complete and
accurate with no material omissions.

7. Please also include the following information:
o The name of the utility and the utility number assigned to the
company by the Commission, )
o . The doing business as (dba) name of the uﬁlity,

» The California Taxpayer Identification Number assigned to the
company by the California Secretary of State,

¢ The Operating Company Number that is assigned to the
company for telephone number administration purposes,

¢ The Federal Communications Commission’s Form 499-A Filer ID
number. : _ .

-

(END OF ATTACHMENT C)
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ATTACHMENT D

':REQUIREMENTS APPLICABLE TO NON-DOMINANT INTEREXCHANGE
CARRIERS -

1. New Communications Online and Long Dirstance,'Inc.r (Applicant) shall
file, in this docket, a written acceptance of the certificate granted in this
proceeding within 30 days of the effective date of this ordér.

2. Applicant- is s_libject to the following fee and surcharges that must be
regularly remitted. Per the métructions in Appendix E to Decision (D.) 00-10-028,
the Combined California PUC Telephone Surcharge Transmittal Form must be |
submitted even if the amount due is zero.

a. The current 1.15% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by ,
D.95-02-050, to fund the Universal Lifeline Telephone Service
Trust Administrative Committee Fund (Pub. Util. Code § 879; -
Resolution T-17071, dated March 1, 2007, effective April 1, 2007);

b. The current 0.20% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California Relay Service and
Communications Devices Fund (Pub. Util. Code § 2881;
D.98-12-073 and Resolution T-17127, dated December 20, 2007,
effective January 1, 2008); | ‘

C. The_ user fee provided in Pub. Util. Code §§ 431-435, which is
0.18% of gross intrastate revenue (Resolution M-4819), dated
" June 7, 2007, effective July 1, 2007;

d. The current 0.13% surcharge applicable to all intrastate services
~ except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California High Cost Fund-A (Pub. Util.
Code § 739.3; D.96-10-066, pp. 3-4, App. B, Rule 1.C;
Resolution T-17128, dated December 20, 2007, effective
January 1, 2008);
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‘. The current 0.45% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California High Cost Fund-B
(D.96-10-066, p. 191, App. B, Rule 6.F; D.07-12-054);

f. The current 0.25% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California Advances Services Fund
(D.07-12-054); and | -

- g. The current 0.079% surcharge applicable to all intrastate services
except for those excluded by D.94-09-065, as modified by
D.95-02-050, to fund the California Teleconnect Fund
(D.96-10-066, p. 88, App. B, Rule 8.G; Resolution T-17142, dated
April 24, 2008, effective June 1, 2008).

Note: These fees change periodically. In compliance with
Resolution T-16901, December 2, 2004, you should check the joint
tariff for surcharges and fees filed by Pacific Bell Telephone
Company (dba AT&T California) and apply the current surcharge
and fee amounts in that joint tariff on end-user bills until further
revised.

| 3. Applicant is a non-dominant interexchangé carrier (NDIEC). The
- efféctiveness of its future NDIEC tariffs is subject to the requirements of General
Order (GO) 96-B and the Telecommunications Industry Rules (D.07-09-019).

4. Tariff filings shall reflect all fees and surcharges to which Applicantis
subject, as reflected in 2 above. | | |

5. Applicant shall file a service area map as part of its initial tariff.

6. Prior to initiating service, Applicant shall provide the Commission’s -
Consumer Affairs Branch with the name and address of its designated cdntact
person(s) for purposes of resolving consumer complaints. This information shall
be updated if the name or telephone number changes, or at least annually.

7. Applicant shall notify the Director of the Communications Division in

wﬁting of the date interLATA service is first rendered to the public within

-2
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five days after service begins, and again within five days after intralLATA serﬁce
begins.1

8. Applicant shall keep its books and records in accordance with the
Generally Accepted Accounting Principles. | |

9. In the event Applicant’s books and records are required for inspection by
the Commission or its staff, it shall elther produce such records at the
Commission’s offices or reimburse the Commission for the reasonable costs
incurred in having Commission staff travel to its office..

10. Applicant shall file an annual report with the Director of the
Communications Division, in compliance with GO 104-A, on a calendar-year
basis Wi;ch the information contained in Attachment E to this decision. |

11. Applicant shall file an affiliate transaction report with the Director of the
Communications Division, in comphance with D.93-02-019, on a caIendar«year
. basis using the form contained in Attachment F. _

12. Applicant shall ensure that its employees comply with the provisions of
Pub. Util. Code §2889.5 regarding solicitation of customers.

13. Within 60 days of the effectlve date of this order, Applicant shall comply
‘with Pub. Util. Code § 708, Employee Identification Cards, and notify the

Director of the Communications Division in writing of its compliance.

1 California is divided into ten Local Access and Transport Areas (LATAs), each
containing numerous local telephone exchanges. InterLATA describes services,
revenues and functions relating to telecommunications originating within one LATA
and terminating in another LATA. IntralL ATA describes services, revenues and
functions relating to telecommunications originating within a single LATA. '

_3-
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14; If Applicant is 90 days or more late in filing an annual report, or in
re_mifting the surcharges and fee listed in 2 above, the Communications Division
shall prepare for Commission consi_dei*étion a resolution that revokes Applicant’s -

Certificate of Public Convenience and Necessity unless it has received written
| perrnissioh from the Communications Division to file or remit late. -

15. Applicant is exempt from Commission’s Rules of Practice and
- Procedure 3.1(b). |

16. Applicant is exempt from Pub. Util. Code §§ 816-830.

17. Apphcant is exempt from the requirements of Pub. Util. Code § 851 for the
transfer or encumbrance of property whenever such transfer or encumbrance
serves to secure debt. |

18. If Applicant decides to discontinue service or file for bankruﬁtcy, it shall
-immediately notify the Cbmmunicaﬁons Division’s— Bankruptcy Coordinator |

19. Apphcant shall send a copy of this decision to concerned local perrmttmg

-: agenc1es no later than 30 days from the date of this order

(END OF ATTACHMENT D)
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ATTACHMENT E

_ ANNUAL REPORT
An original copy and a machine readable copy using Microsoft Word or™

compatible format shall be filed with the California Public Utilities Comrmssmn, :

State Office Building, 505 Van Ness Avenue, Room 3107, San Francisco, - :
CA 94102-3298, no later than March 31+t of the year following the calendar-year
for which the annual report is submitted.

Failure to file this information on time may result in a penalty as provided for in
Sections 2107 and 2108 of the Public Utilities Code.

Required information:
1. Exact legal name and U# of the reporting utility.
2. Address. ' '

3. Name, title, address, and telephone number of the person to be
contacted concerning the reported information.

4. Name and title of the officer having custody of the general books of
account and the address of the office where such books are kept. .

5. Type of organization (e.g., corporatlon, parmershlp, sole
proprietorship, etc.).

If incorporated, spec1fy:

a. Date of filing articles of incorporatioh with the Secretary of State.
b. State in which incorporated.

6. Number and date of the Commission decision granting the
Certificate of Public Convenience and Necessity.

7. Date operations were begun.

8. Description of other business activities in whlch the utility is
engaged. ‘
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9. Listofall afflllated companies and their. relatlonshlp to the utility.
State if affiliate is a:

a. Regulated public utility.
b. Publicly held corporation.

10. Balance sheet as of December 31st of the year for which information
is submitted.

11. Income statement for California operations for the calendar-year for
which information is submitted.

For answers to any questions concerning this report, call (415) 703-2883.

(END OF ATTACHMENT E)
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ATTACHMENTF
CALENDAR YEAR AFFILIATE TRANSACTION REPORT
1. Each utility shall list and provide the following information for each
affiliated entity and regulated subsidiary that the utility had during the -
period covered bjz the Annual Affiliate Transaction Report.

e Form of organization (e.g., corporation, partnership,
joint venture, strategic alliance, etc.);

o Brief description of business activities engaged in;

o Relationship to the utility (e.g., controlling
corporation, subsidiary, regulated subsidiary,

affiliate);
e Ownership of the utility (including type and percent -
ownership); '

¢ Voting rights held by the utility and percent; and
. Corpératé officers.
2. The utility shall prepare and submit a corpora't‘e organization chart
showing any and all corporate relationships between the utility and its
~ affiliated entities and regulated subsidiaries in #1 above. The chart should
have the controlling corporation (if ahy) at the top' of the chart, the utility
and any subsidiaries and J or affiliates of the controlling corporation in the
middle levels of the chart, and all sécondary subsidiaries and affiliates -
(e.g., a subsidiary that in turn is owned by another subsidiary and/or
| affiliate) in the lower levels. Any regulated subsidiary should be clearly
noted. o
3. For a utility that has individuals who are classified as “controlling
corporations” of the competitive utility, the utility must only report under

the requirements of #1 and #2 above any affiliated entity that either (a) is a

-1-
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public utility or (b) transacts any business with the utility filing the annual
report éxc_ludihg the provision of tariff services. |

4. Each annual report must be signed by a corp'c_)rate officer of the
utility stating under penalty of perjury under the laws of the State of
California (CCP 2015.5) that the annual report is c-omplete and accurate
Wifh no material omissions. '

5. Any required material that a utility is unable to provide must be -
reasonably described and the reaéons the data cannot be obtained, as well
as the efforts expended to obtain the information, must be set forth in the
utility’s Annual Affiliate Transaction Report and verified in accordance
With Sections I-F of Decision 93-02-019.

6. Utilities that do no have afflhated entities must file, in lieu of the
annual transactlon report, an annual statement to the Commission stating -
that the utility had no affiliated entities during the report period. This
~ statement must be signed by a corporate officer of the utility, stating under

penalty of perjury under the laws of the State of California (CCP 2015.5)
 that the annual report is complete and accurate with no material |

omissions.

(END OF ATTACHMENT F)







