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INTRA-AGENCY MEMORANDUM

* KENTUCKY PUBLIC SERVICE COMMISSION

10: Case File )
FROM: Amy E. Dougherty, Staff Attorneyé%
DATE: March 1, 2006

SUBJECT: Case No. 2005-00534
Memorandum Regarding informal Conferences

February 23. 2008 Informal Conference

On February 23, 20086, the following persons met via telephonic conference to
discuss the procedures of this case: for ALLTEL, Mark Overstreet, Brian Harmon, Dan
Logsdon, Barry Bishop, Dan Powell, Mike Rhoda and Steve Rowell; for the Attorney
General, Dennis Howard and Larry Cook; for Lexington-Fayette Urban County
Government, David Barberie; for SouthEast, Beth Bowersock and Liz Thacker; for
NuVox and Kenfucky Telephone, Doug Brent; for ALEC and SouthEast, Jonathon
Amiung; for Brandenburg, Holly Wallace; for Communications Workers of America, Don
Meade; and for the Commission Staff, Jim Stevens, Kyle Willard and Amy Dougherty.

ALLTEL began by stating that it had filed its testimony on February 16 and had
received all approvals necessary from the federal government. Also, ALLTEL indicated
that North Carolina had approved its financing. ALLTEL agreed to file this approval into
the record. In order to expedite matters, ALLTEL requested that there be an informal
exchange of information and that it would make witnesses available via phone for
discovery purposes. Dennis Howard of the Attorney General’s office stated that he
wanted written responses to his data requests and that he believed that the matter
could not be resolved in 60 days. The Aftorney General's office wanted the opportunity
to have two rounds of data requests. The Attorney General and other intervenors
indicated that they would not be in a position to know whether they would be sponsoring
witnesses for a possible hearing until after the discovery was concluded.

Staff indicated that its recommendation for a file compietion date was
February 16 and that the 60 days, with the possibility of an additional 60 days pursuant
to the statute, would not begin to run until February 16, 2006.
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ALLTEL proposed that the first data request be due March 3, that its responses
be due March 13, and that intervenors file testimony March 23. If no intervenor
testimony was filed, then the matter would be submitted to the Commission at that point.
The Attorney General and other intervenors indicated that that time frame was not
practical and must be extended. All participants in the telephone conference discussed
possible dates. The following dates were listed for possible inclusion in a procedural
schedule, though ALLTEL made it clear it believed a much reduced schedule was
possible.

First data request March 3, 2006
ALLTEL response to the first data request March 13, 2006
Supplemental data request March 28, 2006
Responses to supplemental data request April 7, 2006
Testimony of intervenors, if any April 21, 2006

Hearing to be held week of April 24, 2006
Post-hearing briefs to be filed May 12, 2006

PSC decision to be rendered by the end of May or early June

Everyone agreed that, though this matter would not be an electronically filed
case, all filings would be served immediately via email to all parties. Also, everyone
agreed that an expedited transcript would be ordered by ALLTEL.

January 4, 2006 Informal Conference

Attached to this memo is a list of those persons who attended the January 4,
2006 conference in this proceeding. Also attached is a copy of the hand-out which
ALLTEL distributed during this initial informal conference. The Attormey General made it
clear that, normally, conditions for acceptance of a proposed fransfer are requested by
the Attorney General's office and, if agreed to by the applicants, would resulf in the
Attorney General supporting the transfer.

It was noted that articles of incorporation for VALOR and for ALLTEL Hoiding
Corporation had not yet been filed into the case. ALLTEL agreed to submit those. Also,
the overlap of wireless and wireline operations for ALLTEL in Ashland and Paducah
was noted. ALLTEL agreed to describe the effect the tranfer would have on its long-
distance and interexchange carrier business. in addition, ALLTEL agreed to provide:
(a) followup information on each of the merger conditions from the acquisition of
ALLTEL of Verizon; (b) information regarding service standard issues under Case No.
2005-00107; (c) earnings reports on a stand-alone and combined basis; (d) the amount
of debt to be acquired by Kentucky rate-payers; (e) information regarding calculation of
the synergies, based on an in-house investigation, including supporting information for
how the numbers were produced, and a confirmation that the synergies indicated are
net rather than gross; (f) information regarding bank financing issues; (g) information
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regarding the shareholder base for VALOR; (h) regarding page 7 of its initial application,
a detailed explanation by ALLTEL of each concept in the finances associated with the
merger; (i) reports made to the FCC, the Department of Justice, the SEC, and other
reguiatory bodies; (j) VALOR’s debt and revenues; (k) ALLTEL agreed to supply nine
months of information for VALOR and ALLTEL and, by February 2, 2008, to supply a full
year; and (I) employment levels as they exist now and as they are expected in a post-
transfer environment.

The procedural schedule discussed among the parties became irrelevant
because of the filing of an amended application by ALLTEL in February 2008.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

in the Matter of:

APPLICATION FOR APPROVAL OF

)
THE TRANSFER OF CONTROL OF ) CASENO.
ALLTEL KENTUCKY, INC. AND KENTUCKY ) 2005-00534
ALLTEL, INC. )
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January 4, 2006
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Allte] Wireline
BEivalor

— 3.4M customers

. NewCo Wireline business

— $3.4B revenue and $1.7B OIBDA®

{1} Pro forma LTM 8/30/05

Expected to close mid-2006

Alltel Wireline to merge with VALOR in
W@%Em Morris Trust transaction (Tax-
ree

Alitel shareholders to own 85% of pro
forma entity

Complementary markets with favorable
rural characteristics

Ease of integration
(VALOR currently utilizes Alltel billing
system)

~$40 million expected run-rate
synergies

Required approvals: VALOR
shareholders, FCC, DoJ, applicable
State PUCs

NewCo to determine appropriate
branding strategy before closing
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