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PROCEEDI NGS

CHAI RVAN HONI GBERG  Good nor ni ng,
everyone. W're here in Docket DT 16-872 to
conti nue, but take in a different direction
t he hearing we started a few weeks ago. W
have before us a couple of filings by M.
W esner, a stipulation and a Settl enent
Agr eenent .

M. Wesner, why don't you tell us
what el se we need to know before we proceed.

MR WESNER Yes. As you noted, M.
Chai rman, yesterday we filed a stipul ated
Settl ement Agreenent, and we filed a
sti pul ati on concerni ng heari ng procedures. And
the stipulation regardi ng hearing procedures is
really intended to reflect the parties’
agreenent that all direct and rebuttal
testinony can be admtted into evidence in this
case. And the Settlenent Agreenent is going to
be the focus of today's hearing, and we have a
panel to speak to that, including wtnesses
representi ng Consolidated, FairPoint and Staff
sitting as a panel.

' mnot aware that there are many
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prelimnary issues to be addressed, although
t here was an additional Mdtion for Protective
Treatnment filed at the tine that rebuttal
testinony was filed by Consolidated. And ny
understanding is that it's not necessary for
t he Comm ssion to act on that notion at this
hearing and that that can be addressed in the
final order.

CHAI RMVAN HONI GBERG. But you do need
us to accept the late-filed Settl enent
Agreenent; correct?

MR WESNER Yes, that's correct.

It was not filed within the five days as the
rule requires. But under 203.20(f), we believe
there is good cause for the Conmm ssion to
accept it and consider it today.

CHAI RMAN HONI GBERG. W agree, and we
w il accept it and consider it today.

MR. WESNER  Thank you.

CHAI RVAN HONI GBERG So are we ready
then to hear fromthe Panel ?

MR WESNER | believe so. And I
woul d propose, and | think the parties are in

agreenent, that how we would proceed is to have
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

all introductory matters conpleted with al
four of the wtnesses on the panel before
havi ng them sunmari ze the settl enent terns and
condi tions and the reasons for their support of
t hose terns and conditions.
CHAI RVAN HONI GBERG  Fai r enough
And none of these w tnesses have yet been sworn
In; correct?
MR WESNER  That's correct.
CHAI RVAN HONI GBERG. Ckay. Wy don't
we do that.
(VHEREUPQN, JOHN SHULTZ, M CHAEL C.
REED, JON ANTONUK, M CHAEL LADAM wer e
duly sworn and cautioned by the Court
Reporter.)
CHAI RVAN HONI GBERG. Who's going to
go first? M. GCeiger.
M. GEIl GER  Thank you. Good
norni ng, M. Chai rman and Comm ssioners. [1'1]
start with Consolidated's wtness, M. Shultz,
pl ease.

DI RECT EXAM NATI ON

BY Ms. CElI GER

M. Shultz, did you submt prefiled rebuttal
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

testi nony on this docket on May 18th, 20177
(Shultz) Yes.

And is the docunment that's been prenarked for
identification as Exhibit 30 your
confidential rebuttal ?

(Shultz) Yes.

And is the docunent that's been premarked for
identification as Exhibit 31 the redacted
version of Exhibit 307

(Shultz) Yes.

And do you adopt your prefiled rebutta

testi nony today under oath?

(Shultz) Yes.

M Shultz, are you famliar with the prefil ed
rebuttal testinony of Gabe Waggoner that was
filed May 18th, 2017, in this docket on
behal f of Consoli dated?

(Shultz) I am

I's the docunent that's been premarked for
identification as Exhibit 34 a highly
confidential version of M. WAaggoner's
prefiled rebuttal testinony?

(Shultz) Yes.

I's the docunent that's been premarked for
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

identification as Exhibit 35 the redacted
version of Exhibit 347
A. (Shultz) Yes.
Q Do you adopt M. Waggoner's rebutta
testi nony as your own testinony under oath
t oday?
A (Shultz) Yes.
Q Thank you.
(Pause i n proceedi ngs)
MS. GEIGER: No further questions for
M. Shultz.
CHAI RVAN HONI GBERG.  You mmy proceed.
MR, PHILLIPS: Thank you, M.
Chai r man.
DI RECT EXAM NATI ON
BY MR PHI LLI PS:
Q M. Reed, can you state your nane and spel
it, please.
A (Reed) Yeah. M chael Reed, R-E-E-D.
Q And by whom are you enpl oyed, and what is
your title?
A (Reed) FairPoint Comruni cati ons,
I ncorporated. And I amthe State President

for Mai ne and Ver nont.
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

Did you previously submt prefiled direct
testinony in this docket on January 13th,
20177

(Reed) Yes.

And did you also testify before this

Conmm ssion the first day of technical
hearings on April 27th, 20177

(Reed) Yes.

M. Reed, did you submt prefiled rebuttal
testinony in this docket on May 18th, 20177
(Reed) Yes.

And did that rebuttal testinony include two
exhi bits | abel ed respectively as "Reed
Rebuttal 1" and "Reed Rebuttal 2"?

(Reed) Yes.

Has your prefiled rebuttal testinony with its
two exhi bits been premarked as Exhi bit 297
(Reed) Yes.

Was the rebuttal testinony prepared by you or
under your direct supervision?

(Reed) Yes, it was.

Do you have any changes or corrections you
wi sh to make to your prefiled rebuttal

testi nony?
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

(Reed) No, | do not.

Do you adopt the prefiled rebuttal testinony
as your sworn testinmony in this proceedi ng?
(Reed) Yes, | do.

Thank you, M. Reed. | have no further
questions at this tine.

DI RECT EXAM NATI ON

BY MR W ESNER:

Q

And M. Antonuk, for the record, would you

pl ease state your nane, title and
affiliation.

(Ant onuk) Jon Antonuk, and |I'm President of
the Liberty Consulting G oup.

And was Li berty engaged to provide consulting
services to Staff in connection with this
matter?

( Ant onuk) Yes.

And did you submt prefiled testinony,
together with Dr. Charles King, that has been
mar ked for identification as Exhibits 12 and
137

(Ant onuk) 1 did.

And was that testinony, including the

contributions of Dr. King, prepared by you or
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

10

under your direction and supervi sion?

(Ant onuk) It was.

Are there any corrections required to be nade
to that testinony?

( Ant onuk) No.

If I were to ask you the sane questions

t oday, would you provide the sanme answers on
behal f of yourself and Dr. King?

( Ant onuk) Yes.

Do you adopt that testinony, including

Dr. King's portion of that testinony, as your
testi nony for purposes of this hearing?

( Ant onuk) Yes.

Now | want to direct your attention to the
original and revised prefiled testinony of
Randal | Vi ckroy, also of Liberty Consulting,
whi ch has been marked for identification as
Exhibits 14 and 15 in confidential and public
redacted forns, and the revised testinony

mar ked for identification as Exhibits 26, 27,
and 28, and those are highly confidential,
confi dential and public redacted Versions of
his revised testinmony. Was M. Vickroy's

testi nony prepared at your direction and
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

11

subj ect to your supervision?
(Ant onuk) It was.
And are you able to adopt M. Vickroy's
testi nony as your own for purposes of this
heari ng?
( Ant onuk) Yes.
Are there any corrections to be nade to M.
Vi ckroy's testinony as revised?
( Ant onuk) No.
If I were to ask you the same questions
t oday, would you provide the sane answers as
were provided by M. Vickroy?
(Ant onuk) | woul d.
Thank you.

And M. Ladam would you pl ease state
your full nanme for the record.
(Ladam) M chael Ladam
And pl ease descri be your position wth the
Conm ssi on.
(Ladam |I'm Director of Regul atory |Innovation
and Strategy at the Comm ssion. That group
al so has responsibility for
t el ecommuni cations staff functions. Before

assunm ng ny current position, | was Assistant
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

12

D rector of the Tel econmuni cati ons Di vi sion
for six years.

And were you directly involved in the

eval uati on of the proposed nerger
transaction, as well as in the negotiations
that led to this Settl enent Agreenent?
(Ladam | was.

Thank you.

MR WESNER. No further questions
for Staff w tnesses.

CHAI RVAN HONI GBERG. So who' s goi ng
to pick up the questioning about the Agreenent?
Ms. GCeiger?

M5. GEI GER:  That woul d be ne. Thank
you.

DI RECT EXAM NATI ON ( CONT' D)

BY Ms. CElI GER

Q

M. Shultz, are you famliar with the
Stipulation and Settl enent Agreenent dated
May 24t h, 2017, that has been prenarked for
identification as Exhibit 36 in this docket?
(Shultz) Yes.

Coul d you pl ease sunmari ze the settl enent

terns and conditions which are contai ned in
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

Section 2 of Exhibit 367?

(Shultz) Certainly. There are approxinately
five thenes that -- through the Settl enent
Agreenment. The first one is that we would --
we agreed to nmaintain the key personnel in

t he whol esal e group that provides whol esal e
services to the CLECs for a 24-nonth peri od.

The second condition was for the CLECs.
We woul d continue to honor the existing | CA
agreenents, interconnection agreenents, for a
24-nont h peri od.

We al so, on OSS, or operational support
systenms, we agreed to continue to use the
Fai r Poi nt change- managenent process. So, for
any back-office changes to the provisioning
system ordering system billing systemthat
pertain to whol esal e services, that woul d not
be -- we'd follow that change- nanagenent
pr ocess.

In addition, you know, over the next
24-nmonth period as we're eval uating systens,
we would ook at -- we would give a 180-day
notification of any system change, which is

above and beyond the current

13
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

change- nanagenent process, which | believe is
around 73 days' notification. So we're
giving a six-nonth notice for any changes,
just so they can be better prepared for any
system changes that m ght occur.

The ot her conponent is capital
expenditures. W agreed to nmintain
13 percent of New Hanpshire intrastate
revenues for CAPEX;, so, 13 percent tines that
revenue streamfor a three-year period.

We al so agreed to $1 mllion per year
for three years, basically to address -- in
addi tional cap expenditure to address areas
t hat have historical service quality and
mai nt enance i ssues; so, places that get
repeat trouble tickets, your nore renote
areas, nmaking sure that those are upgraded so
we can get those services aligned.

Al so, there's an expenditure
reconciliation at the end of that period to
make sure that we hit those targets, both for
the 13-percent CAPEX, as well as the $1
mllion network infrastructure conponent, or

rehabilitation conponent.

14
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

15

The fourth itemis the Synergy Pl an
update. Wthin three nonths of cl ose, we
would sit down with Staff and Labor and go
t hrough the Synergy Pl an.

And then the last bullet itemis the
executive presence. W would have an
executive presence in New Hanpshire. At
| east one executive from Consolidated wll be
here. That's the summary of rebuttal.

Thank you.

M5. GEIGER: | have no further
questions for M. Shultz.

CHAI RVAN HONI GBERG M. Phillips or
W esner ?

MR PH LLIPS: | have no questions at
this tine.

MR WESNER  Thank you. And I'l]
ask M. Antonuk and M. Ladamif they woul d
pl ease descri be the proposed settl enment terns
and conditions from Staff's perspective, wth a
particul ar focus on how t hey addressed the
concerns that were expressed in Staff's direct
t esti nony.

(Antonuk) | think it's inportant to begin

{DT 16-872} (SETTLEMENT HEARI NG) ( 05/ 25/ 17}
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

with the notion that we approached the natter

recogni zing that we're dealing with an

exi stentially chall enged business. |It's got
short-term chall enges. It has opportunities
as well. But | think it's inportant to keep

in mnd those chall enges and the risks that
t hey bring.

Qur principal concern was the conti nued
or accelerated deterioration in certain key
parts of the business created a risk of rash
response that could have del eterious inpacts
on basic service and service to whol esal e
providers as well.

Qur primary goal, therefore, was to
ensure a short protected transitional period
allowi ng, but at the sane tine limting,
staff reductions, appeared to us a sound way
of doing that. Staffing focus, therefore,
formed the basis of our principal
reconmendati on and our testinony. W have
since been learning that there are
difficulties in ensuring effective
adm ni stration of that approach, which would

not be perfect in any event, even if

16
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

perfectly inplenmented.

The Conpany proposed a Mai ne-founded
approach that takes a different route; it
addr esses capi tal versus operation and
mai nt enance. It is not perfectly conparable,
but it does have sone appeal. |In particular,
it directly responds to root causes of
net wor k performance issues affecting basic
service. And as M chael Ladam can expl ai n,
it addresses whol esale service as well. In
particular, we believe it enhances visibility
about problens and solutions affecting basic
service. It does so through regul ar
reporting and di al ogue with your Staff.

Those interactions offer nore insights -- or
will offer nore insights than now routinely
exi sts into causes and their effects as
concern the quality of basic service and
whol esal e service. It also offers greater
ease of adm nistration and consistency with
Mai ne. W therefore find it acceptable as a
path that does two things: It provides
benefits that our principal recommendation

was i ntended to acconplish and allows us to

17
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

nove forward in an environnent that renains
chal l enging for tel ecom service providers
| i ke FairPoint has been and |i ke Consoli dat ed
will continue to be.
| guess | have a foll owup question for M.
Ant onuk. One of the other -- the other
primary concern that was expressed in Staff's
testi nony addressed the potential for
scavengi ng of pl edged assets by a creditor in
the event of a severe financial downturn of
Fai r Poi nt/ Consol i dated foll ow ng the nerger.
Is there a provision in the Settl enent
Agr eenent whi ch addresses that concern?
(Antonuk) There is. The concern was that,
gi ven the circunstances of the business, the
potential for scavengi ng becones ever nore
i kel y as busi ness continues to deteriorate,
assunm ng that it does. At present, FairPoint
does not pledge its assets to creditors. It
certainly could, but it does not. That
pl edge woul d exi st after the change. There
is a provision in the credit agreenent that
we found confusing with respect to Conmm ssion

authority. Not being clear on what

18
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

"Conmi ssion authority” is with respect to the
renoval and sale of assets in a distress
situation, we felt that it was appropriate to
t ake sone neasure to clarify the Comm ssion's
ability to prevent that, and there is a
provi sion that does so to the satisfaction of
legal mnds. |If you recall in the testinony,
we were very careful not to express a | egal
opi ni on but rather nore a business concern
based on | anguage that as busi ness people we
have trouble interpreting.
Thank you for that, M. Antonuk.

M. Ladam can you provide a very
hi gh-1 evel summary of the whol esal e
protections included in the Settl enent
Agreement and how Staff has determ ned that
t hey are reasonabl e and appropri ate under the
ci rcunst ances?
(Ladam There were three broad areas of
concern that the Pl an addresses. First,
operational continuity and stability for
CLECs; second, availability of whol esal e
services and prices for CLEC customers, and

third, ensuring the facilities provided to

19
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

20

CLECs are adequate. The Pl an addresses all
three of those areas. Let ne just highlight
a coupl e of exanples of that.

Consol i dated has conmmitted to not seek
to repeal or replace the Wol esal e
Performance Pl an that FairPoint had
negotiated with and agreed with the CLEC
comunity, with the invol venent of Staff, any
earlier than March 31st, 2019. That hel ps
provi de operational continuity and stability.

Consol idated will use and support
Fai rPoi nt's existing operati onal support
system platforns and ensure that the
performance of the OSS is consistent with
t hat Whol esal e Performance Pl an.

And as was nentioned earlier,
Consol i dated has agreed to identify key
enpl oyees in its Wol esal e Services G oup and
wll not seek to renove themfromtheir
posi ti ons except for cause over the next two
years. Al of that hel ps address concerns
about operational continuity.

Regardi ng availability of services and

prices, Consolidated has commtted to honor
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

21

I nterconnecti on agreenents. |In New
Hanmpshire, that is | ess of a concern because,
for the nost part, agreenents with CLECs are

actually filed under tariffs here, and that

remains in place as well. So, we believe --
I CA filings, interconnection agreenent
filings, are relatively rare in New

Hanmpshire, so there's less of a concern in
this state. And the Agreenment addresses it
even where it does exist.

Regardi ng ensuring that facilities
provided to CLECs are adequate, there is the
commtnent to live by the Wol esal e
Performance Plan which | nentioned earlier,
and there is also increnental investnent of
$1 million per year over the next three years
i n troubl esone areas.

Thank you.

MR WESNER | have no further
questi ons.

CHAI RVAN HONI GBERG. M. Rubin, do
you have any questions for the Panel ?

MR RUBIN. No, | do not. Thank you,

M . Chai r nan.
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

CHAI RVAN HONI GBERG M. Scott.

| NTERROGATORI ES BY COVM SSI ONERS:

Q

Good norning. M usual caveat is whoever
feels best to answer, please do so.

| was looking for a little bit nore
specificity. Wen | |look at the Settl enent
Agreenent on Page 5, Item 4, | suspect naybe
it's purposely vague. But can you help with
"key enployees"? |Is there a definition of
that? You know, are we talking five peopl e?
A hundred people? Wat does that nmean? It's
pretty opaque to ne reading that.
(Shultz) Yes. Qur viewpoint on that is
Fai r Poi nt has a whol esal e group that nanages
three states -- actually, manages the whol e
country. But nost of the product is handl ed
out of Maine, New Hanpshire and Ver nont
mar kets. We have a very snmall group in
Consolidated. W don't have as nuch activity
as FairPoint. And the goal here is to have
t he FairPoi nt group nanage that process
conpany-w de. So, key enpl oyees woul d be the
managenent and the | abor enpl oyees that are

associated with that. |It's not really a

22
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[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

23

defined term Probably hard to put on the
record a name associated with that. However,
you know, we're looking to try to keep the
group as intact as possible; however, we al so
under stand that, you know, during the course
of business there are conditions that come up
where people want to | eave for vari ous
reasons, or retire. So we try to take that
into account here. But "key" was ] ust
referenci ng, you know, the current nanagenent
of that, as well as the |abor force that's
associated with that. So that's a

| ong-w nded way of getting to your answer.

| guess | get a little nore specificity there
| suppose.

Let nme nove on, then, to the network

investnent. | think | heard M. Ladam say,
he called it "increnental investnent” of a
mllion dollars. Can you help ne with that?

So | guess, is there a baseline that
what FairPoint invests right now that this
woul d be increnmental fron? O naybe you can
explain that a little nore?

(Shultz) Yes. Looking for a sheet here. One
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second.

We | ooked at the | ast three years of
what the spend was in conparison to its
revenue stream So, one of the -- you know,
when you | ook at that external revenue tines
t hat percentage, we get a CAPEX spend. The
one thing we had to nornalize for is
FairPoint's process is to -- all IT spend is
booked in New Hanmpshire. For whatever
reason, that's what they've done. So we've
extracted that just to nornalize it to
strictly New Hanpshire, and it averages about
11 percent, 12 to 11 percent over the last 3
years. So we kind of just said, Well, let's
take a flat 13 percent and use that as the
| eapi ng-of f point for the next three years.
Can you give ne an idea in absol ute nunbers?
| saw that -- sonewhere | saw 11, but |
certainly -- 13's in the percentages in the
Settl ement Agreenent. | was curious. So
t hat equates to a mllion. So that woul d
inply that in raw nunbers, do public math
here, obviously sonething |l ess than that was

spent in absol ute nunbers per year for

24
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Fai r Poi nt ?

MS. CGEl GER: Excuse ne, Conm ssioner
Scott. W actually have stipulated to the
premar ki ng for identification of the
confidential exhibit that would give sone
nunbers and round out the record a little bit
concerning this issue. And if | can approach
now, | can actually hand themto you.

CVSR. SCOTT:  Sure.

MS. CEIGER And we may need to be
put on the confidential record if we start
tal ki ng nunbers, but --

CMSR. SCOTT: And |1'd | ove to see

that. But |I'mnot going to need you to
articulate a nunber. | was just curious to get
a feel for it. So | think directionally it

woul d be help for ne.
(Shultz) If you could repeat the question for

me, that woul d be hel pful.

BY CVMBR. SCOIT:

Q

Really, all | wanted was assurance that, and
you've kind of said it with the percentages,
that a mllion is nore than it has been

historically in the past three years, it
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sounds |li ke, spent by FairPoint for the sane
t hi ngs.
(Shultz) well, when you say "a mllion," are
you referring to the Part 2 of this? There's
two conponents. There's the current
mai nt enance -- or current CAPEX spend, which
is what the 13 percent is addressing. The
mllion-dollar conponent is above and beyond.
That's the increnmental $1 mllion. And
that's targeting service quality areas or
mai nt enance areas that have been negl ected or
not on the radar screen, |lower in the queue
that could be conpleted in the next three
years.
That's very hel pful 'cause |I was
m sunder st andi ng what the "increnental " was
about. So that's --
(Shultz) So it's 13 percent plus the
additional $1 mllion for that three-year
period. And there is a true-up nechani sm
each year. So we're going to sit down with
Staff --

(Court Reporter interrupts)

So at the beginning of the process -- now,

26
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this wll be for the 2018, '19 and '20 tine
frame -- we wll sit down in the sumrer, by
Sept enber, and sit down with Staff and say
here are the projects we're going to do for
that mllion-dollar spend, okay. And then
we'll sit down again in April of the
foll ow ng year and say, okay, here's what we
did. So there is a true-up nechani sm
associated with that. There's also a penalty
associated if we don't hit the mark. And the
difference rolls over plus the penalties.

And that's for both nechani sns, both the

13 percent and the mllion.

Thank you. That helped clarify ny -- M.
Ladam  Sorry.

(Ladam) If | could add a little bit to that.
Sure.

(Ladam We're tal king about increnental as
we've said to both the longer-termstrategic
I nvestnment of building up the network and to
t he nonth-to-nmonth repairs that

Fai r Poi nt/ Consol i dat ed has historically nade.
This is intended to be a mllion dollars on

top of that. |If you |ook at Paragraph 3 in

27
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the Agreenent, it states, "The settling
parti es acknow edge and agree that the
Commi ssion shall nonitor and enforce each
commtment.”" This is an area where, in order
to do that, Consolidated will need to sit
down wth Staff and share information that we
normal |l y woul d not see and establish -- and
make clear to us that this truly is
i ncrenental spending. That provision in here
is, I think, very inportant in establishing
that it truly is incremental. And we're
pl eased wth that.
Thank you for that.

And M. Antonuk, | wanted to follow up.
You used the word "existentially chall enged
busi ness” | think; is that correct?
(Ant onuk) 1 did.
So, obviously, one of our goals is to nake
sure that CC can maintain, you know, basic
service as an ILEC. Can you el aborate a
little nmore how this Settl enent Agreenent
does that or ensures that?
(Ant onuk) Yeah. Well, let nme say first, |

think froman existential point of view, the

28
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financial strength that M. Vickroy talks
about pretty extensively is reassuring on a
conparable basis. | think at least in the
near term the existential challenges are
less immediate. So | think we need to keep
that as a basic frane of reference. | don't
think this settlenment or any can really deal

with the kind of outside-the-nmarket forces

that create those challenges. | was kind of
shaken, | think about a week or so ago, when,
you know, the streak was -- |I'msorry -- the

mar kets were all running agog with the story
about whether Frontier is going to survive
financially. And | think their revenues are
sonething like 11 tinmes the size of CC. So
I"mreally not sure there is way to deal wth
those. And you'll see from our approach, we
took a short-term approach just saying, | ook,
to the extent that chall enges increase in the
near term we just want to nmake sure these
fol ks have a plan before they act to neke
drastic changes. |I'mafraid that's all the
assurance | can offer you froman existenti al

poi nt of view. You know, there's a | ot
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happeni ng technologically. There's a | ot
happening in terns of what busi nesses are

pl anning to do and want to do. A |ot changes
| think from you know, quarter to quarter on
what those plans consist of. Those plans
extend fromoperators nmuch snaller than CC
to sone of the biggest corporations in the
country. So where things are going in terns
of basic service | think is very difficult to
say. | think you can count nme as a
pessi m st.

I'"mnot sure | feel better.

(Antonuk) | don't feel very good about it
nyself, but | think it's a matter of saying
what can we do about it.

| don't want to forget M. Reed. | think
|'ve hit everybody else. | believe the
answer, so | understand, a while ago we had a
proceedi ng on broadband buil d-out and
service-quality penalties. That's all |ong
behi nd t he conmpany now? That build-out's all
done now, correct?

(Reed) Yes. Yes, it is, Conm ssioner. Yes.

CMSR. SCOTT: That's all.
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CHAI RMAN HONI GBERG.  Conmi ssi oner
Bai |l ey.
CMSR. BAI LEY: Thank you.

BY COWM SSI ONER BAI LEY:

Q

Good norning. The first question | have goes
to the statenent that you nade, that you
commt to honor interconnection agreenents
for the next two years. And I'mtrying to
understand or figure out why you woul dn't
have to honor those interconnection
agreenents. | nean, if FairPoint is staying
i n place, then under what scenario would you
not have to honor those?

(Shultz) Let nme clarify it. This is actually
com ng from Mai ne, where we have CLEC
intervenors. And the issue wasn't
necessarily honoring, it was we will not
anend or seek to anend or renegotiate an
agreenent. So, for that two-year period
we're keeping -- even though they're in
evergreen status, we're keepi ng those
agreenents in place for a two-year period,

regardl ess. So when | say "honor," we're

agreeing not to seek to renegotiate the
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agreenents over that two-year peri od.
Ckay. So all of the interconnection
agreenents are in the evergreen status?

(Shultz) As far as | know, yes.

Ckay. |Is FairPoint or the new -- and when |
say "FairPoint,"” | mean the new
"Consolidated/ FairPoint" -- is that conpany
willing to negotiate changes to

I nt erconnecti on agreenents that CLECs ask for
in this two-year period, or it also a
stay-out on their part?

(Shultz) No. |If they request to renegotiate

an agreenent or to negotiate a new agreenent

if it'"s a new CLEC, we wll continue to do
t hat .
Ckay. | think |I understand this now, but I

want to cover the agreenent not to change the

0SS, And in M. Antonuk's testinony, he

poi nted out in your 10K, | think,

Consol i dat ed says, "Operating synergies are

created through use of consistent platforns.”
So is it your plan to nmaintain the CLEC

operating systens as they are and perhaps

nove FairPoint onto your ERP pl atform sooner
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rather than later? O tell ne alittle bit
about what you expect, what you nean by your
operating support systens.
(Shultz) Sure. The ERP system the
enterprise platformfor finance and HR
benefits system that will occur within the
first six nonths. They're already discussing
how to properly do that and make sure that
we're all in one financial system So that's
the first transition that will occur. After
t hat, over the next 18 to 24 nonths we w ||
sit down and conpare systems and applications
t hat we have between the two conpanies. And
on the whol esal e side, you know, the ordering
systens, FairPoint uses SynchronGCSS, we use
SynchronGCSS; so we're conpatible there. W
use CABs -- or CDG for CABs, and so does
Fai r Poi nt .
(Court Reporter inquiry)

What ' s CABs?
(Shultz) Carrier Access Billing System

So that's the wholesale billing system
Where we differ is on the circuit inventory.

Fai r Poi nt uses Mt aSol v, we use Netcracker.
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We used to use MetaSolv. So we'll see what
the benefits are there. But that's going to
take sone tinme to get to that point and
identify. And, you know, we will eventually
get to a singular system |It's just a
question of we're not sure which direction
it's going to go.

Do you have an interface right now that CLECs
use?

(Shultz) For ordering, yes. And the CLECs
for FairPoint have a GU interface, as well
as a direct connection interface. So that's
not going to go away, and that's nore |likely
not going to get touched. 1It's going to

be -- you know, that circuit application wl|l
be probably the main one that gets addressed
in that.

Ckay.

(Shultz) And we'll sit down wth the CLECs
once we decide which one that is and if it

i npacts themat all. Theoretically, it
shoul d be behind the scenes for them And if
they're going through the GUI, it really

shouldn't inpact themat all if done
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properly.

And with respect to your ERP transitions,
you' ve had successful nergers and

consol idati on of those systens that is

rel evant ?

(Shultz) Yes we have.

I think M. Antonuk wants to say sonet hi ng.
(Antonuk) No, | was just going to say we
asked a |l ot of questions of the Conpany in
di scovery, and |I think we were reasonably
satisfied on the ERP side. So, you know, |
think the way it was described is kind of
what we understood. |It's fairly typical in
that kind of tinme frane for a change in ERPs.
It is not uncomon. It sonetines takes

|l onger. But it can go quickly, and it
usually goes with relative efficiency in nost
cases.

How do you test whether the billing is going
to be accurate?

(Shultz) Well, when we sit down to do an
integration, we'll sit down and vol une and
stress-test the systemto nmake sure it's

scal able to include the Conpany that we're
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acqui ring.

And you're kind of doubling your access

i nes.

(Shultz) R ght, which -- excuse ne -- we've

done in the past. So we've tripled one with
Texas -- | nean wth TXU Conmuni cations, and
we doubl ed one with SureWest. So we

understand the systens have to be very

flexi ble and scalable. So we'll do a vol une
and stress test on that system before we even
get into the actual conversion. And when

we -- once that volume and stress test is
done, then we get into the actua
applications. And all the functional | eads
that touch the billing systemw || be

i nvol ved and have a say in that. And, you
know, we'll do parallel tests to nake sure
the billing before and billing after are the
sane. And there's usually a little change,
and that's usually because of taxes and how
they're applied. But aside fromthat, you
know, we make sure that out to several
standard deviations it's correct. And then

we have a process where each of the
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functional |eads that touch the systemw ||
have a say in whether it goes or it doesn't
go. And we have to have total buy-in in
order to do that.

Wien we were doi ng the SureWst
conversion, we actually delayed it six nonths
because we didn't feel confortable that it
was ready yet. So we took that additional
si x nonths, nade sone corrections to it, and
it went very snoothly. And so we have the
ability to peel back and say let's stop, make
sure we're doing it right so we don't have
any fallout, custoner fallout fromany type
of bi g conversi ons.

W1l any of the FairPoint enployees be

functi onal | eads?

(Shultz) Yes.

Ckay. And M. Reed, are there still

Fai r Poi nt enpl oyees that were involved in the
| ast billing conversion and system
conversion? Are there any left?

(Reed) Yeah. Yes, there are, Conm ssioner.
Ckay. Anot her question for you, M. Reed.

You said that you are the president for Maine
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and Vernont. And | notice we don't have a
president in New Hanpshire. |s that correct?
(Reed) No, you do. M. MHugh is the State
Presi dent for New Hanpshire.

Ch, that's right.

(Reed) It's just in this proceeding I'm
acting as the FairPoint representative across
multiple states, not just Maine, New

Hanmpshi re and Ver nont.

Ckay. |s he going to be the executive that
stays on FairPoint's side as agreed to in the
settlenent? Do we know?

(Shultz) We're still talking to enpl oyees.

So he and | haven't had a chance to talk
about next steps.

So is it possible that M. Reed could just
take over all three states and that would be
t he executive, or we're going to have an
executive in New Hanpshire?

(Shultz) I wll be noving to New Hanpshire.
I'"min the process of doing that now  So,
from Consol i dated's perspective, |I'm
responsible for all the regulatory. So |

wll be in Manchester.
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Ckay. Help ne with the details of the
Agreenent. |s the agreenent that you'll have
a Fai rPoi nt executive and a Consol i dat ed
executive, or one or the other?

(Shultz) Well, we view it as Consolidated
going forward, so it would be a Consoli dated
executive, whether it was forner FairPoint or
exi sting Consol i dat ed.

Ckay. So, by you noving to the state of New
Hanmpshire, you would fulfill the obligation?
(Shultz) Yes. Yes.

Ckay. Do you have any operati onal
experience?

(Shultz) | amresponsible for billing, from
t hat perspecti ve.

So who -- and as the executive in New
Hanpshi re, woul d you be responsi bl e
ultinmately for operations?

(Shultz) Not overall operations. But | wll
have access to operations, not direct
reports. Qur state presidents don't have

di rect operational reports today. But we

wi || have access to those VPs and directors

and nmanagenent that --
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So who's ultimately responsi ble for
operations?

(Shultz) Gabe Wiite [sic] is --

Is that a FairPoint person or a Consolidated?
(Shultz) He's a Consolidated person. And

t hen he has people under himthat wll be in
New Hanpshire.

Are the FairPoint enpl oyees who are currently
responsi bl e for operati ons stayi ng?

(Shultz) They'll still be here.

And is that part of the agreenent, that

you' re not going to nove key enpl oyees for
two years?

(Shultz) Well, the wholesale is the
agreenent. | nean, there will be shifts

el sewhere. But, you know, the fol ks that are
runni ng the network operations, field
operations that report up through Gabe
WAaggoner. Today, FairPoint has, you know,
John Lunny and Steve Rush, and those folks
will be on for a period of tine. So we'l|l
have people from FairPoint reporting to Gabe
that will be in New Hanpshire, will be in

Vermont and wll be in M ne.
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Ckay.

(Ladam If | could share at a high | evel ?
Staff's interest in having Consoli dated
executives |l ocated here was to ensure that

t here was a channel of communi cati ons
concerning the situation in New Engl and back
to corporate headquarters. W had a separate
concern that existing FairPoint executives be
retai ned at sone |level to ensure
institutional nenmory. So we thought of those
as two separate goals, and the conm t nent

I ncl udes sonewhat vague statenments on both

t hose fronts.

But you're satisfied that there's enough
assurance that people with New Hanpshire
experience are going to stick around for a
little while to keep the business a going
concern?

(Ladam |I'msatisfied that it's a good
agreenent. |'m appreciative that talking
about staffing and comm tnents gets very
tricky wwth the various parties invol ved.

And this is an area where | believe we've

reached a neeting of mnds, even if it isn't
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entirely within the commtnent itself --
What is that "neeting of m nds"?

(Ladan) For exanple: W have not talked
about the ERP function in the Settl enent

Agr eenent ; however, we have previously
shared, yes, we wll be cutting over ERP
because that's sonething we can do safely.
0SS, Consol i dated appreci ates has greater

ri sk of problems and keeping that in place
for two years is in the agreenent. That

| evel of sharing information, sonetines sone
of which doesn't nake it into the Settl enent
Agreenent, is what |'mtal ki ng about.

Ckay. Do you have any under st andi ng about
their plans for operations?

(Ladam) | will share the observation that the
capital build-out that is part of the
Agreenent wll necessarily involve a
substantial head count in the New Engl and
states. And beyond that, | don't think I
coul d safely venture beyond that.

(Shultz) If I could add to that?

Sur e.

(Shultz) | nmean, the concept behind the
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13 percent, as well as the additional
increnental $1 million, you know, it takes
field ops folks to nmaintain that network, new
network growh to build the network,

engi neers to design it. So the fol ks that
are doing that today wll continue to do that
because, you know, we're putting in | think
an aggressive plan over the three years, at

| east, you know, with the additional

3 mllion, plus the CAF requirenments that we
have. There's a lot of activity that's goi ng
to require head count, experienced head count
t hat knows New Hanpshire.

Thank you. That's what | was | ooking for,
"experienced head count that knows New
Hanpshire. "

(Ant onuk) Can |, being through experience
much nore focused on what the words in the
Agreenent says what plans are?

Sur e.

(Ant onuk) Paragraph 18 says one in New
Hanpshire at the executive level. It says
sonme FairPoint executives in Northern New

Engl and.” "Sone" is nore than one. And it
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says sone Consoli dated executives. That's
nore than one. So, nore than one tw ce
equal s at least four in Northern New Engl and.
So I think the right way to | ook at
executive, maintaining the executive presence
is really nore fromwhat | call a Northern
New Engl and perspective than a New Hanmpshire,
per se, perspective. Frankly, | think a

m ni mum of four executives in Northern New
Engl and for that period of tinme is sonmewhat
conforting. |'ve actually seen, you know,
nmergers in nore stable industries where
there's | ess residual | eadershinp.

I think there's certainly a lot of nerit
in saying with significant capital
expenditures it nakes it less likely that
you're going to see a | oss of people on that
side. | think the question where you have to
rely on inertia rather than any ki nd of
agreenent, particularly on the operations and
mai nt enance side, that's going to be custoner
servi ce, you know, reps, and the peopl e who
do repair work, you know, because those are

not covered by the commtnents. But on the
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capital side, certainly it's going to be
pretty difficult to make these investnents
logically if they make cuts that are
particularly drastic in those areas. It just
woul dn't seem to make busi ness sense even
under tougher financial conditions than exist
t oday.

And theoretically, the conpetitive narket
wll help with repair, and custoner service
should hel p ensure that that doesn't
deteriorate.

(Antonuk) | think that's certainly the theory
behi nd the statutory construct in New

Hanmpshi re.

Ckay. Thank you.

Can anybody point to nme in the record an
org chart that would show what we're talking
about when we're tal ki ng about "executives"?
How do | know -- | nean, | understand, M.
Shultz, that you're an executive. But is M.
Lunny an executive or...

(Wtness reviewi ng docunents.)
M5. GEIGER: | think I can help out.

| believe as an attachnent to Consoli dated's
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rebuttal testinony there's an org chart that
goes two | evel s down bel ow managenent, if |'m
not m staken. |If you | ook at --

CMSR. BAILEY: Can you tell me who
t he nanme of the --

MR WESNER It's a confidenti al
exhibit; right?

M5, GEICER It is. It's a
confidential exhibit. |It's attached to M.
Shultz's rebuttal testinony at the very end,
MIS-4, the last few pages that are attached to
the confidential version of his testinony.

CVBR. BAI LEY: Do you happen to know
t he exhi bit nunber?

CHAI RVAN HONI GBERG. I s that
Exhi bit 307

M5, CGEl GER It's Exhibit 30.

CVBR. BAI LEY: Can we tal k through
it? | can't put ny hand on that exhibit right
now, but I'll find it later. O is it
sonet hing that shows what |I'm | ooking for, but
we can't say it on the public record?

(Shultz) It has what you' re looking for. |

just hesitate to say sone of the nanes.

{DT 16-872} (SETTLEMENT HEARI NG) ( 05/ 25/ 17}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

> > O >

47

Say the positions. That's what |I'm
I nterested in.
(Shultz) Sure. So we have for the FairPoint
peopl e staying on, is that --
| just want to know are all the people in
this exhibit executives?
(Shultz) Yes.
And is there anybody | ower than those people
i n those positions, executives?
(Shul tz) Just doubl e-checki ng.

(Wtness revi ews docunent.)
(Shultz) I would say they're executives, yes.
Those are the universe of executives in the
new conpany post-cl ose?
(Shultz) Yes. | don't think I'm m ssing
anyone.
Ckay. M. Reed, does that include the
Fai r Poi nt executives that are com ng over
or --
(Reed) I"'msorry. 1'Il have to reviewthis.
Ckay.
(Reed) well, Mke should --
(Shultz) If I may? There are FairPoint

executives today that are on this chart in
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vari ous groups.

Ckay. Al right.

(Shultz) | can give you titles if that hel ps
or --

Well, the exhibit says what the titles are.
(Shultz) Yes, yes.

And Comm ssioner Scott found it for nme, so |
can see it. Thank you.

(Shultz) You're wel cone.

Ckay. |1'd like to tal k about Paragraph 19.
And that says -- and M. Antonuk, you nay be
able to help with this, but I1'd like to start
with M. Shultz, or maybe M. Reed.

No transfer nmay occur w thout the
approval required under RSA 374:30,1. And
RSA 374: 30,1, excepts Comm ssion approval for
the transfer, |ease or contract by an
excepted | ocal exchange carrier. So what
does that provision do for us?

(Shultz) My understanding is that it --
basically, any of the regulated assets woul d
have to be -- any transfer of the regul ated
assets woul d have to be approved by the PUC.

But not under 374:30, I, is it? Does anybody
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on the panel know what that --
(Shultz) I"'mnot famliar wth that
particul ar statute.

(Panel menbers review ng docunent.)

CHAI RVAN HONI GBBERG Wi | e the

W tnesses are |looking at that, it strikes ne as
| argely a |l egal question. So |I'mwondering if
it mght be appropriate, instead of having
t hese witnesses try to play | awer for a few
m nut es, whether it would nmake nore sense for
the lawers to share their views. Maybe not
this second, but maybe when we're done talking
facts wwth wtnesses we could talk law with the
| awyers. | see sone noddi ng heads anong the
| awyers. That's al ways encour agi ng.
(Ant onuk) M ne, too.
(Shultz) And the w tnesses.

BY CVBR. BAI LEY:

Q

So, then, in the second provision it says
that it has to be approved by the Conm ssion
under 374:30,1, "if applicable,” which I'd

li ke to hear howit's applicable. And then
the rest of that sentence says, "The findings

of the Comm ssion required to be made under
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374:30,11, if the proposed buyer or
transferee is going to be an ILEC, ELEC "

Wl l, what happens if the creditor sells to
sonebody who doesn't want to be an | LEC
ELEC? Does that nean that the -- can the
creditor sell the assets just to nake noney
if the business is failing?

(Shultz) If we're in a situation where the

| ender is looking to exit and sell the
property, it's going to sell all of it.
That's where it's going to have nost val ue.
And whether it's to another hol di ng conpany,
an | LEC in another state or to another
conpany that's in New Hanpshire, they're
going to have to seek sone formof status in
New Hanpshire and determ ne whether it's an
ILEC or ELEC. | don't -- they have to nake a
decision, to ne, how they're going to set
this up, and it's going to have get approval
by the PUC. | don't see any other way that
t hey can sell the asset w thout having

Conmmi ssi on approval .

I's that consistent with your understandi ng of

the Credit Agreenent, M. Antonuk?
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(Antonuk) | think froma historical point of
view it would have been safe to nake the
assunmption that taking pieces of the network
for sale would not make much sense. | guess
| don't really have a lot of confort making

t he assunption on a goi ng-forward basis that
that's always going to be true, which was the
basis of our concern. | think we were never
unconfortable with the adequacy of protection
for transferring the whole system | think
we were saying is if the business -- if
certain areas of the nmarket in New Hanpshire
becones such that pieces of the network that
serve that part of the state could be sold
off, I assunme they would be, you know.

And they could be w thout our approval under
t hi s Agreenent ?

(Antonuk) Well, | don't know. But | wll
tell you that after reading the Credit
Agreenent, it wasn't clear that your approval
was required, which was the basis for our
recommendation. | think, as the Chair said,
it's probably best left to the | awers to

deci de whet her the | anguage here does or
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doesn't prevent that. | don't have an
opi ni on on that.

But there's | anguage --

(Ant onuk) Too nmany years since | was a

| awyer, so | don't answer |egal questions
anynor e.

There's | anguage in the Credit Agreenent
that's vague enough that this would clarify
t hat agreenent with respect to the
obligations of the utility you think?
(Antonuk) | think really the | awers have to
tell you whether they think this |anguage
clearly says that if sonebody wants to renove
a key part of the network and sell it, that
you'll get a chance to say yea or nay. |
don't really know. | can't answer that.

M. Shultz, | think that your scenario where
they sell the whole entire business probably
woul d requi re sonme Conm ssi on i nvol vemrent
because you have an obligation now as an
ELEC, and you can't abandon that obligation
w t hout Conm ssion authority.

(Shultz) Correct.

Do you understand that?
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(Shultz) Yes.

But | do have -- | would |Iike sone kind of

| egal interpretation to nake sure that if the
creditors try to sell part of your business,
that we, that the Conm ssion would have sone
I nput on that or sone approval authority on

t hat because it could affect basic service,

t he provi sion of basic service.

(Shultz) Couple things to add. Wen | read

t hrough the Credit Agreenent, there's a
section, a definition section in the
Agreenent that tal ks about "special purpose,"
which are regul ated assets that would require
authority by the FCC or the PUC before they
could do anything with those assets. So
that's in the agreenent. And then there's a
Section 5 in the Collateral Agreenent, 5.1 or
5(B) that tal ks about how t he di sposal woul d
occur. And again, it needs, fromny --

again, I'mnot an attorney. But ny reading
of this, it required Conm ssion approval. So
I think there's | anguage in there that covers
that. Historically, through the previous,

you know, FairPoint bankruptcy, or any other
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bankruptcy that |I'maware of, there's never
been a | ender that sold pieces parts. It's
al ways been selling the whole piece to
anot her entity.
But typically utility assets aren't pl edged.
(Shultz) | don't know that for certain
because Consol i dated has al ways pl edged its
assets since |I've been with the company, and
that's 14 years.
Ckay.

(D scussi on between Conmi ssi oners.)

CHAl RVAN HONIl GBERG W're going to
suspend questioning of the witness for a mnute
and have a conversation wth the | awers about
the i ssues that Conm ssioner Bailey raised. So
who wants to start? Looks |like M. GCeiger
you' re grabbi ng the m crophone.

M5, GEIGER  Yes, | can try, M.
Chairman. | appreciate the question.

| think the Conpany's position on
this issue is laid out in M. Childers’
testi nony which has been premarked as an
exhibit in this proceedi ng by agreenent of

the parties, and which, by the stipul ation,
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the procedural stipulation |I've submtted his
affidavit, and so the testinony is under
oath. And if you look at the, | think either
t he confidential or redacted versions of M.
Chil ders' rebuttal testinony, the Conpany's
position on the issue of this Conmm ssion's
authority to grant prior approval to any sale
by a creditor is laid out. And so you begi n,
| think it starts at the bottom of Page 21.
But | think if you | ook at the top of

Page 22, there M. Childers lays out his

I nterpretati on and under st andi ng of

Section 5.1(B) of the Coll ateral Agreenent.
And t he | anguage that | am assumng is
unclear to M. Antonuk is set out in Lines 11
t hrough 18 of that exhibit. And the bol ded
and underlined | anguage by M. Chil ders,
which is then explained in his testinony, I
think can be read to nean that this

Conmm ssi on nust give either prior approval,
or you will get notice and an opportunity not
to oppose any sale of the collateral by a
lender. So it's the Conpany's position that

t his Comm ssi on woul d have to give approval
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if alender -- if the Conpany were in a
default situation and a | ender sought to
transfer those assets to a third party.

CHAI RVAN HONI GBERG.  You reference
the possibility of notice and then an
opportunity to object to. That would be in the
context of a bankruptcy proceedi ng?

M5. GEICER | believe that's
correct. And | don't know why those words were
chosen. But that would be how | would
understand themto operate.

Sai d another way, | think the
Conmmi ssion is aware that with a utility
bankruptcy, this Conmm ssi on woul d obvi ously
get notice of that occurrence. It would have
an opportunity to file an appearance -- or
the State of New Hanpshire coul d, on behalf
of the Comm ssion, file an appearance in the
bankruptcy court. And then, before any of
t hat bankruptcy estate and the assets of the
Conpany are di sposed of, the Conm ssion woul d
obvi ously have an opportunity to say
sonet hi ng about that.

CVMSR. BAI LEY: Do the creditors have
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the opportunity to sell assets if there isn't a
bankr upt cy pendi ng?

M5. GEIGER: | don't know t he answer
to that question, so | can't offer a | egal
opi nion sitting here today.

CVBR. BAI LEY: Could we get one?

M5. GEICER:  Sure. | nean, | would
have to consult wth the Conpany first. |I'm
not a bankruptcy attorney, and no one in ny |aw

firmis a bankruptcy attorney. So | can't say

that with certainty. 1'd have to check with
t he Conpany.
CVBR. BAILEY: | guess what | really

just want to understand is, is it possible for
the creditors to sell the assets, a portion of
t he assets, not the whole entire business, and
could they do it in a situation other than
bankr upt cy?

M5. GEIGER | guess what |'m sayi ng
iIs | don't know the answer to that. But | read
the words of this Collateral Agreenment to nean
that, even if a creditor could do that, could
sell those assets outside of the bankruptcy

setting, that this Conm ssion would have to
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gi ve approval of that sale.

CVBR. BAI LEY: Ckay.

CHAI RMVAN HONI GBERG. And what woul d
our authority for that approval be if -- as |
read 374:30, it seens to except that from being
Wi thin our authority. |Is the authority just
t he Agreenent that we have in front of us and
t he docunents that the associated with the
transaction, that the Agreenent allows it to go
forward, that we're -- the parties are agreeing
to cone to the Commi ssion in the event that
t hi s happens, even though you m ght not have a
statute that says you can do it?

M5. GEIGER | think that's certainly
the case. The conmmtnent's been made by
Consolidated in that event. However, |'mjust
going to turn to M. Wesner on this because |
think it was Staff that suggested the inclusion
of the reference to 374:30,1 as authority for
the proposition that a | ender woul d be required
to cone before the Comm ssion to seek approval.

MR WESNER | think the question --
and this gets sonewhat conplicated, and we were

trying to cover it both ways -- who is the
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seller in the situation and what is its
regul atory status? So you could | ook at the
secured party, the | ender, and you can say,
well, they're not an ELEC in New Hanpshire, nor
have they ever been recognized as a public
utility in New Hanpshire, but they're
purporting to sell assets which are subject to
New Hanpshire jurisdiction, regulated as a
public utility or an ELEC, which is a
subcategory of public utilities.

But part of ny analysis was who's
doing the selling here? One way to | ook at
it is to pledge -- it's a two-part sale. The
pl edge of assets by FairPoint, the ELEC, to
the I ender is part one of the transfer of
ownership. And then the secured party's
sale -- foreclosure, if you will, or taking
its rights under the UCC Article 9 to sel
those assets to a buyer is the second part of
the sale. So, seen in that light, it would
be effectively the ELEC s sal e of assets,
whi ch woul d be under 374:30,11. But if you
say the secured party was never recognized as

an ELEC and is a secured party nmaking the
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sale, the secured party then is making a sale
of assets which are used in the provision of
public utility services in New Hanpshire, and
therefore it is a public utility subject to
Subparagraph 1 -- or Paragraph 1 of

RSA 374:30. So the intent in referring to
either one is just to sort of cover it either
way and address -- resolve the issue by
agreenent of the parties w thout deciding
exactly how it should be considered in the
unli kely event that it ever occurs.

What's nore on ny review right now,
what seens to nuddy the waters a little bit,
Is the phrase that says, "If the proposed
buyer/transferee is operating or will operate
as an | LEC, ELEC in New Hanpshire," because
under the first analysis that | outlined,
where you | ook at the secured party sale as
part two of a transfer which was initiated by
FairPoint as an ELEC, it really is an ELEC
sal e of regulated assets, and it shouldn't
matter who the buyer is; although, the
finding would have to be that the buyer has

the financial, managerial and technical
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capability to performthe obligations of an
ELEC, ILEC in New Hanpshire, which it
presumably would not be able to do if it was
in sonme other state.

CHAI RVAN HONI GBERG:. M. W esner,
does the | anguage that you were just all uding
to at the end of that paragraph, does it only
apply to the circunstances that are identified
as "if applicable,” the third to the last |ine?
So, to the extent that there's an obligation
bei ng undertaken under one, which I think is
the scenario you articul ated, where the
creditor cones in and takes and then seeks to
resell, that's not the -- that doesn't -- isn't
nodi fied by the end of the paragraph, as |I read
t he structure of the paragraph. But |'m doing
|l aw on the fly. Although | practiced | aw nore

recently than M. Antonuk, not here, not doing

this.

MR WESNER | think I would agree
t hat the | anguage begi nning, "If the proposed
buyer/transferee is operating or wll operate”

nodi fies the second part of Paragraph 19 that

refers to 374:30,11.
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CHAI RVAN HONI GBERG  Does that give
you sone confort or just raise nore questions?

MR WESNER Well, | think what
we're getting at here -- and the | anguage
probably could be better drafted. There's
always a risk in pulling together things on
short notice. | think what we're trying to say
Is any way you anal yze this, an approval or
finding is going to be required by the
Comm ssi on because these are regul ated assets
of a telephone utility operating in New
Hampshire. |If you | ook at the secured party as
effectively at the tine it takes ownership or
it exercises the right to sell to soneone el se
as a public utility, even if never recognized
or regul ated as such for that instant in tinme,
then it would be subject to Paragraph 1. |If,
on the other hand, if you analyze it and say
it's really a two-step transfer of ownershi p,
FairPoint to creditor, creditor to buyer, then
FairPoint's side of it at the tine when the
secured party sale is proposed to be
consunmated is an ELEC, and 374:30,11 would

apply, and would apply regardl ess of who the
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buyer is. On the other hand, the findings that
need to be nade are that the buyer has the
technical capability to operate as an ELEC

| LEC i n New Hanpshire, and that would not be

t he case unless the "if" clause is satisfied.
Does that hel p?

CHAI RVAN HONI GBERG  Pr obabl vy,
although it leads ne to think that there's sone
| evel of -- or there's still a | ack of
precision or clarity in terns of the agreenent
reflecting the parties' intent. | nean, you
all reached an agreenent. And how that was
reduced to witing may have been done qui ckly,

and this paragraph may not quite capture what

the parties fully intend. |I'mnot sure of
that. But the fact that we're still discussing
it gives ne sone pause. |'mwondering if we

can advance the ball anyway, however, and nove
beyond this paragraph for now, do what el se we
can, and maybe at the end, when we're done, the
parties can -- we'll finish the hearing. W
can | eave the record open if we need to. And
t he parties can have a di scussi on about whet her

this |language in fact does what they want it to
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do or whether they want to revise it in sone
way. It may be fine. You all namy concl ude
that it does exactly what you mean and you'll
be able to explain that briefly or not, or just
say this is it, this is what it says. O you
can file something else. |I'mreally just
thinking out loud at this point as to how we
proceed. | see sone nodding heads to ny left,
your right, M. Wesner.

MR W ESNER: | think that woul d be
hel pful. There may be a better fornul ation of
t he | anguage that woul d address and refl ect the
parties' neeting of the mnds on this issue and
whil e renoving sone of the anbiguity that we've
just been discussing. And it's possible to do
that and file an anendnent in short order which
woul d be admtted as a subsequent exhibit. Now
I*'mthinking out |oud. But that would be one
way in ny mind to address that.

CHAl RMVAN HONI GCBERG. Ms. Ceiger, M.

Phillips, does an approach |ike that make
sense?

M5. GEIGER | think that makes sense
to nme. |'ve seen that done before. Wether we
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submt a whole -- if we feel that we need to
reword this provision, then we can substitute a
page rat her than executing a whol e new
agreenent. | think we can substitute a page
and initial it or sonmething like that.

CHAI RVAN HONI GBERG.  And | guess
before we cl ose, since we just suspended
questioning these wi tnesses, either
Comm ssioner Bailey or | can nake sure that
t hey understand the conversation that took
pl ace anong the lawers. And if that is
consistent with their understandi ng of what the
intentions are, that m ght help you all then
sit down afterwards and deci de whet her the
| anguage does that. Does that nmake sense to
everybody? All right. | see noddi ng heads
anmong the | awers. That's good.

Comm ssi oner Bail ey, you may
conti nue.

CVMSR. BAI LEY: Thank you.

BY COWM SSI ONER BAI LEY:

Q

So is it the Panel's understanding that the
Commi ssi on woul d have approval authority in

the event that there was any sal e of assets,
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whet her partial sale of the assets or a

conpl ete sale of the assets? Was that your
under st andi ng, M. Ladanf

(Ladan) To the extent that those assets are
used to provide basic |ocal service or

whol esal e service, neani ng regul ated service
I n New Hanmpshire.

Ckay.

(Ladam) 1f, for exanple, it was an asset used
only to provide broadband service, we would
not think that that was required. But the
intention was that this | anguage be i ncl usive
and capture every instance of where they

m ght sell an asset used to provide regul at ed
service. It was not intended to carve out
excepti ons.

Wll, if they were allowed to sell the

br oadband assets, which we don't have any
authority over, | understand, and that led to
a business that was no | onger a going concern
and then they wouldn't be able to provide
basi c service, wouldn't that be a problenf
(Ladanm) The intention -- it coul d,

conceivably. The intention here was to have
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a firmagreenent that, if the asset is used
to directly provide a regul ated service, they
could not do that. For exanple: A Cass-5
switch, they could not sell that to another
phone conpany in a different state.

But they could sell their Fi OS assets -- or
the former Verizon Fi OS assets.

(Ladam For exanple, switches used to provide
Fi CS, yes. W were -- Staff was not worried
about themtaking fiber down fromthe pol es.
Or they could sell those -- to the extent
that the Fi OS assets are being used to
provi de a regul ated service, they would not
be able to. And | don't know the internal
bookkeepi ng, whet her sone assets classified
as FiOS mght in fact be carrying traffic
that is used by whol esal e customers or to
provi de basic | ocal service.

The Ethernet new switches that they put in a
few years ago, do those -- M. Reed, do

t hose -- are those used in the provision of
basi ¢ service?

(Reed) I'"m not exactly sure which sw tches

you're referring to. There are sone
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Et hernet-only capability, and they would
provi de Vol P service, but not the basic
servi ce.

(Shultz) Alot of the facilities are

m xed-use and would qualify as a regul at ed
asset, even though it m ght be predom nantly
used for broadband or sonething to that
effect. So | think the | anguage we're -- why
we're confortable with it is it covers, you
know, 95 percent of the overall assets based
on the m xed-use formof it. So I think

we' re cover ed.

Ckay. Does Consoli dated have plans to add
value to this business?

(Shultz) Yes.

Can you tell ne what those are?

(Shultz) Well, based on our previous
acquisitions, we're looking to -- we feel we
can add value by just rolling out sone new
products and services that FairPoint doesn't
have t oday.

Li ke?

(Shultz) For exanple: W have hone

aut omati on. W have hone security. W have
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sone business offerings on Ethernet, as well
as MPLS, that wll actually help grow
commercial as well as grow residential. W
do -- historically we have pushed out

br oadband in all of our territories. So when
you | ook at our broadband speeds and our
footprint, we're a little over 90 percent
greater than -- or are at 20 neg or greater.
So, you know, we're proud that we keep
pushi ng that and growi ng that every year.

So, for New Hanpshire, we would see growth in
broadband. W would al so see growh in
different products. Over-the-top is another
product that we'll roll out. W're offering
that in our other states. W do offer |inear
vi deo, but the econom cs on that right now
aren't necessarily the best, so we probably
woul d hold that off for a while. But those
are the types of services we'll add pretty
qui ckl y.

What kind of plant will you have to add to go
to 20 neg broadband?

Wll, we can do that with pair bonding. But

as we're pushing out CAF, it also "fattens

69
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the pipe," so to speak, and allows nore
bandw dth for those that are cl oser.

How do you "fatten" that pipe? Do you
install nore fiber or --

(Shultz) well, it's fiber. [It's, you know,
renovi ng sone of the conditions on the
copper, you're shortening the | oop | engths.
And as you shorten those | oop | engths, nore
people will have greater speeds.

M. Reed's rebuttal testinony suggested that
Consol i dat ed expanded its due diligence in
t he weeks and nonths foll ow ng the
announcenent of the transaction. Could you
tell nme if you | earned anything fromt hat
expanded due dil i gence?

(Shultz) Yes. W learned, first of all,
we're able to talk to nore people, which is
al ways hel pful. W understood a little nore
of the processes and sone of the hol es that
aren't necessarily at a high level that you
woul d see. So, the network maintenance

I ssues are --

Net wor k mai nt enance as a whol e?

(Shultz) Well, just, you know, | ooking at

70
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service quality and tal king wth each of the
state conmm ssions, you know, there was
concern about the historical naintenance of
the network. So, you know, we | ooked at

t hose. We | ooked at additional centra
offices. W |ooked at, you know, poles and
cabinets out in the field. And, you know, we
were satisfied that a | ot of what we saw was
simlarly situated to what we have in our

exi sting property. The seals all | ooked good
and were nmai ntai ned the way they shoul d be
mai nt ai ned. But we al so understand that you
can't see everything on a copper wire, you
know, hanging on a pole. So, you know, we
understand that there's sone -- which is the
reason why we offer the additiona

increnental capital that we did was to
address those things we didn't know.

But, you know, in talking with
addi ti onal FairPoint people, you know, we
identified that, yeah, there's sone areas
t hat have historical issues, and here are
sonme things that we can do that will provide

value pretty quickly in certain areas when it

71
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cones to product roll-outs, where there's
potentially areas froma conmerci al

per spective where we can put in what we cal
"fiber area network nodes" that are to a
bui Il ding or a coupl e buildings, and then we
can fan out fromthere and hit residential as
well as commercial. So there's sone narket
opportunities that would benefit folks in New
Hanpshi re.

Have you identified the areas or sone of the
areas that you think need nai nt enance

I mprovenent s?

(Shultz) Specifically, I don't know those off
the top of ny head. But, you know, we w ||
have a list of areas. And it's probably
going to be nore rural areas that we're
talking about. So it's not going to be
Manchest er or Concord, but places probably
further north and to the west that would have
hi storical service issues, or service report

I ssues.

M. Ladam are you confortable that you' |l be
able to analyze what they need to do that's

I ncrenental conpared to what they need to do
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anyway ?

(Ladam Yes. As | said, Item 3 tal ks about

t he Comm ssion having the authority to review
that. And there is a commitnent to neet with

us and provide us with infornmation, sone of

which will be on a confidential basis.

Ckay.

(Shultz) We wll actually have a report that
wi || show areas by exchange, by a route, you

know, X-nunber of poles where there's
hi storical trouble. And it's a pretty
detailed report that we'll share with Staff,
and that will be part of the project |ist
that we tal ked about with increnental.
Ckay. Thank you.

CMSR. BAILEY: | think that's all |

have.

BY CHAI RVAN HONI GBERG

Q

The only thing I want to do is follow up on
Conm ssi oner Scott's very first question, M.
Shultz, having to do with the commtnent in
Paragraph 4, at the top of Page 5, related to
key enpl oyees associated with the Wol esal e

Servi ces G oup.
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How many enpl oyees total today are in
Fai r Poi nt' s Wol esal e Services G oup? M.
Reed or M. Shultz, anybody know?
(Shultz) 1'd say about 20 directly.
All right. That hel ps give us the order of
magni tude of what we're tal king about. So
we're tal king about sonme nunber 20 or | ower,
not 200 or 500 that are being covered by this
par agr aph; correct?
(Shultz) Correct.
(Reed) Approxi mately.
And | guess for M. Antonuk and M. Ladam
your view of this is that it's the right
thing to do at this tinme, even though in the
| arger scheme of things this nmay not, you
know, ever be what it was or the kind of
busi ness that was flourishing a decade or two
ago. But today, for what we're | ooking at,
we shoul d be approving this agreenent;
correct?
( Ant onuk) Yes.

CHAI RVAN HONI GBBERG. Al l right. I

have not hing further.

Do any of the | awers have any
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further questions for their wtnesses?

M5. GEIGER | do not. Thank you.

MR PHI LLIPS: | have not hing
further.

MR W ESNER: Nor do |

CHAI RVAN HONI GBERG Al l right. Then
| think we're done with the witnesses. They
can either stay where they are or return to
their seats. It's entirely up to them

(Wtness Panel excused.)

CHAI RVAN HONI GBERG. I think all we
need to do is hear fromthe parties to give
their brief summati ons. You' ve already
stipulated to the exhibits being full exhibits,
so we don't need to do anything there.

Ms. Ceiger.

MS. CGEl GER: Excuse ne, M. Chairman.
One thing | would note is that, by agreenent
during settlenent negotiations, we agreed to

submt what we provided to you as Confidenti al

Exhi bit No. 38. | do have a redacted version
of that, that | will give to the clerk as well.
VWhat | did not do, because we had not submtted

it to the Comm ssion, nor was it in discovery,
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Is to seek confidential treatnent of that
either by a witten notion or otherw se. And
so | need to do that orally now, just to ask if
t he Comm ssion would confer confidenti al
treatnent to what's been marked, or prenarked
as Exhibit 38.
(Chai rman revi ews docunent.)

CHAI RVAN HONI GBERG  Does anyone have
any objection to that?

MR PHI LLI PS: No obj ecti on.

MR, WESNER: No objection.

CHAI RVAN HONI GBERG M. Rubin?

MR RUBIN. Sorry. No objection.

CHAI RVAN HONI GBERG So we' Il accept
t hat and probably deal with it in the order.

M5. GEIGER: Al right. Thank you.

CHAI RVAN HONI GBERG. Is there
anything el se before we |l et you sumup? The
order we're going to go wll be M. Rubin,
M. Wesner, M. Phillips and Ms. Ceiger.

So, M. Rubin.

CLOSI NG STATEMENTS BY PARTI ES
MR RUBIN:. Thank you. M. Chair and

Conmm ssioners. As you've seen in the papers

{DT 16-872} (SETTLEMENT HEARI NG) ( 05/ 25/ 17}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

77

that were filed, the Labor Intervenors neither
support nor oppose the proposed settl enent.

The basic reasons for that is, while we are

pl eased to see Consol i dated nmake sone
commtnent to the state of New Hanpshire, it is
not the conplete |level of commtnent we were
hoping for. Consolidated is commtting to
keeping financial resources in the state for
certain purposes for a three-year period.

Whil e that hel ps the people who work in the
field, that does not do anything for the people
who work in call centers and other activities
that are not directly related to, you know,
capital investnent and direct naintenance
activities. So, essentially we found this to
be a very positive devel opnent, but not
sufficient to neet all of our concerns. But we
believe that the commtnents being made are
sufficient to allow us to stop advocating for
anyt hing nore before this Conm ssion. There
are obvi ously ot her avenues through which | abor
uni ons and managenment will try to work out the
ot her issues that we have. So ny clients

certainly look forward to working wth
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Consolidated in hopefully addressing the other
concerns that we have. Thank you.

CHAI RVAN HONI GBBERG.  Thank you,
M . Rubi n.

M. Wi sner.

MR. WESNER  Thank you, M.
Chairman. As you heard fromthe Staff
W tnesses this norning, Staff believes that the
settlenent terns and conditions provide a
reasonabl e alternative to address the concerns
that Staff had expressed in its direct
testinony regarding this transacti on and
provide inportant commtnents and refl ect
I mportant key obligations undertaken by
Consolidated in coming to the state to succeed
to -- or to nerge with FairPoint and conti nue
its operations in New Hanpshire. And we
believe they are just and reasonable and in the
public interest and support the findings that
are required to be made by the Conmm ssi on under
374:30,11.

CHAI RVAN HONI GBERG. Thank you, M.
W esner .

M. Phillips.

{DT 16-872} (SETTLEMENT HEARI NG) ( 05/ 25/ 17}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

79

MR, PHILLIPS: Thank you, M.
Chai rman. FairPoi nt supports this settl enent.
In FairPoint's view, Consolidated brings a
t remendous anmount of new strength, financial
strength, flexibility of services, enhancenent
of services. CQur view fromthe outset has been
that Consolidated is technically, managerially,
and financially capable of maintaining
FairPoint's | LEC, ELEC obligations going
forward. The settl enent represents and
under scores Consolidated's commtnent to the
state of New Hanpshire and strengt hens the
position that Consolidated brings to the state
inits petition. So we are happy to see this
comm t nent made. W urge the Conmm ssion to
make the requisite findings under the statute
and to adopt the stipulation in its entirety.
Thank you.

CHAI RMVAN HONI GBBERG  Thank you, M.
Phillips.

Ms. Ceiger.

MS. GEl GER:  Thank you, M. Chairman.
Consol i dated respectfully submts that the

wei ght of the evidence in this docunent,
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coupled with Consolidated's conmtnent as
reflected in the Stipulation and Settl enent
Agreenment, enables the Comm ssion to make the
findi ngs required under RSA 374:30,11, that
Consol idated is technically, managerially and
financially capable of maintaining the
obligations of an incunbent | ocal exchange
carrier which are set forth in RSA 362:8 and
RSA 374: 22-p.

As the Conmm ssion's aware,
Consol i dated and FairPoint are entering into
an agreenent and a transaction that's very
different fromthe one in 2007, whereby
Fai r Poi nt acquired Verizon's assets and had
to devel op operating systens and then cut
over to those systens to provide service to
its customers. |In the instant transaction,
which is a stock transaction, Consolidated is
pur chasi ng FairPoint, a going concern, and
therefore, there is no system cutover that
needs to occur post-close initially.

Fai rPoint's operating conpani es are
going to remain intact. They'll continue to

nmeet their |ILEC, ELEC obligations in New

80

{DT 16-872} (SETTLEMENT HEARI NG) ( 05/ 25/ 17}




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: SHULTZ|REED|ANTONUK|LADAM]

Hanmpshire in a seanml ess fashion. FairPoint's
current |LEC obligations are being net, and
they will continue to be maintai ned by
Consolidated. In addition, FairPoint's
obl i gati ons under the Federal
Tel econmuni cations Act to provide services to
CLECs, rural exchange carriers,
I nter-exchange carriers and wirel ess
carriers, and to serve as an eligible
t el econmuni cations carrier, or an ETC, wll
continue to be net by Consolidated. Wile
Consol i dated may be new t o New Hanpshire,
they are not new to tel econmuni cati ons.
Consol i dat ed conpani es i nclude | LECs and
CLECs. Its seven regul ated tel ecom conpani es
provide traditional voice service, network
access, private lines and whol esal e digital
subscri ber |line services. All of
Consolidated's subsidiari es are designated as
"ETCS" under federal |aw and serve as
carriers of last resort or their equival ent
under state | aw

Li ke FairPoint, Consolidated' s

| LECs have interconnection requirenents, as
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well as pole attachnent and prinmary tandem
responsibilities. Consolidated al so has

ext ensi ve CLEC experience in operations. 1In
short, Consolidated clearly possesses the

t echni cal, manageri al and fi nanci al
capabilities to assune FairPoint's | LEC
obligations in New Hanpshire.

As you heard from M. Shultz today,
since 2004, Consolidated has successfully
integrated five conpanies. And in 2004,
Consolidated tripled the size of its then
conpany. In 2012, Consolidated nearly
doubl ed the size of that conpany when it
acqui red SureWest. Consolidated's
substanti al experience in successfully
i ntegrating acquired conpani es denonstrates
t hat the Conpany is capabl e of operating
Fai rPoint and maintaining all of its |ILEC
responsi bilities under New Hanmpshire | aw.
Consolidated's commtnments in the Stipul ation
and Settl enent Agreenent underscore that and
provi de further assurance of those
capabilities.

Consol idated would |i ke to thank
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Conmmi ssion Staff for all of their efforts in
t his docket, which have resulted in what we
believe to be a very just and reasonabl e
settl enent agreenent which Consoli dated
supports and woul d respectfully ask the

Conm ssion to approve in its entirety w thout
change.

Lastly, as we've nentioned in our
filings, the closing date for this proposed
transaction is June 30th of this year. So
t herefore, we would respectfully ask, in
order to have a final, non-appeal abl e order
in place so that that transacti on can cl ose
as schedul ed, that the Conm ssion issue an
order in this docket by the end of My.
Thank you very nuch.

CHAI RVAN HONI GBBERG.  Thank you, Ms.
Cei ger.

| think the only thing, then, is
we'll | eave the record open for the parties
to di scuss whet her any nodification of the
| anguage in the Agreenent needs to be nade.
And | think we would ask that you file

sonething to tell us how that discussion
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resolves. And | know that there's urgency to
the timng, so you'll act quickly on that.
If there is nothing else, then we
wi || adjourn today and hear from you and
i ssue an order as quickly as we can. Thank
you all.
(Wher eupon the heari ng was adj ourned at

11:17 a.m)
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