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AIJTHORIZATION TO GUARANTEE INDEBTEDNESS 

APPLICANTS' RESPONSES TO SUPPLEMENTAL DATA REQUESTS FROM THE 
HEARING ON APRIL 25,2006 

Alltel Kentucky, Inc., Kentucky Alltel, Inc., Alltel Comunications, kc. ,  Alltel Holding 

Corp., Valor Communications Group, and Alltel Holding Corporate Services, 111c. (collectively 

referred to herein as "Applicants") provide the following responses to tlie supplemental data 

requests that arose during the final hearing on this matter on April 25,2006: 

1. The management compensation information for the Windstream Corporation 

managers that may be disclosed on future Securities and Exchange Commission filings bu 

Windstrem Corporation is filed under confidential seal as Exhibit A. This information is 

considered highly confidential until such time as it is publicly disclosed. 

2. Updated bond rating agency presentation and lender projections/plans provided in 

response to AG2-5 and CWA 1-60, respectively and again requested by the Attorney General in 

its April 26, 2006 correspondence are filed under confidential seal as Exhibit B. Also included 

are subsequent updates to the information received since the time Applicants initially 

supplemented the requests on March 20, 2006. Contrary to the Attorney General's 

representation in his letter, Applicants provided the parties at the time of the hearing on April 25, 

2006 and confirmed that these data requests previously had been supplemented on March 20, 

2006. Applicants are providing again this information under seal as Exhibit B hereto and also 

have. The original information was granted confidential protection, and Applicants again seek 



confidential protection for the updated information which contains highly sensitive projections 

that are not disclosed publicly. 

3. The wireline presentation materials provided in connection with the Duff & 

Phelps presentation to April 20, 2006 board meeting are filed under confidential seal as Exhibit 

C. These materials are substantially similar the Duff& Phelps information previously provided 

to the parties signing the nondisclosure agreement in response to AG 2-95. The Attorney 

General errs in suggesting that Alltel indicated these materials were part of the March 20, 2006 

supplement. Further, as pointed out at the hearing, the board meeting was only two business 

days prior to the hearing. 

4. Attached as Exhibit D is a spreadsheet setting forth the estimated book value and 

market value of Alltel Kentucky, Inc. and Kentucky Alltel, Inc. 

5. Attached as Exhibit E are final orders or stipulations pertaining to Applicants' 

wireline separatiodmerger approval proceedings received to date in Florida, Georgia, 

Mississippi, Missouri, North Carolina, and Pennsylvania. The information provided for Florida is 

staffs recommendation and is not a final order. The stipulation provided for Pennsylvania is a 

recommended stipulation reached by several parties to that proceeding at the time that the 

operating company liens and guarantees were still being requested, and the parties are awaiting a 

commission decision with respect to the stipulation. 

6 .  With respect to the accomplishment of the pledge by Windstream Corporation of 

capital stock held by Windstream Corporation in its direct and indirect subsidiaries, Applicants 

anticipate that the related security documents would be standard and include the following: (a) 

the execution of a security agreement and filing of Uniform Commercial Code financing 

statements in respect of the pledged capital stock; (b) delivery of possession of stock certificates 

pursuant to the security agreement, together with stock powers, to the agent for the lenders; and 
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(c) the right of the lender agent, upon an event of default and only af3er obtaining the necessary 

state commission or other applicable regulatory approvals, to exercise customary remedies 

including voting rights and selling the stock. 

Respectfully submitted, 

Alltel Kentucky, hc. ,  
Kentucky Alltel, Inc., 
Alltel Communications, Inc., 
Alltel Holding Corp., 
Valor Communications 
Alltel Holding 

STITES & HARBISON PLLC 
Attorney for Applicants 
42 1 West Main Street 
P.O. Box 634 
Frankfort, Kentucky 40602-0634 



CERTIFICATE OF SERVICE 

I hereby certify that a true and accurate copy of the foregoing was served first class mail, 
postage prepaid and by electronic transmission except as otherwise noted upon the following: 

Douglas F. Brent 
Stoll Keenon & Ogden, PLLC 
2650 Aegon Center 
400 West Market Street 
Louisville, Kentucky 40202 
e-mail: brent@,slcp.com 

John E. Selent 
Dinsmore & Shohl, LLP 
1400 PNC Plaza 
500 West Jefferson Street 
Louisville, Kentucky 40202 
e-mail: selent@,dinslaw.conl 

David Barberie Dennis Howard 
Leslye Bowman Larry Cook 
Department of Law Office of the Attorney General 
Lexington-Fayette Urban County Government Suite 200 
200 East Main Street 1024 Capital Center Drive 
Lexington, Kentucky 40507 Frankfort, Kentucky 4060 1 
e-mail: dbarberi@lfucg.com e-mail: dennis.howard@,arr,.lv.rr,ov 

lbowman@,lfucg.com -- 

Bethany Bowersock 
SouthEast Telephone Company Don Meade 
106 Scott Avenue Priddy, Isenberg, Miller & Meade, PLLC 
P.O. Box 1001 800 Republic Building 
Pikeville, Kentucky 41 502 429 West Muhamad Ali 
e-mail: betl~.bowersock@,setel.com Louisville, Kentucky 40202 

e-mail: dmeade@,,pimlaw.com 

Jonathon h l u n g  
Amlung Law Offices 
6 16 South Fifth Street 
Louisville, Kentucky 40202 
on this the 5th day of May, 2006. 

Mark R. Overstreet 











Estimated Market Value 

Low: 
High: 

$ 2,334.00 enterprise value per access line' 
$ 4,370.00 enterprise value per access line' 

Lines Low High 
Kentt~cky Alltel, Inc. 510,399 $ 1,191,271,266 $ 2,230,443,630 . . 

Alltel Kentucky, Inc. 26,902 $ 62,789,268 $ 11 7,561,740 

1 See Amendment No. 1 to Form S-4 by Valor Communications Group, Inc. 
page 45, filed in response to CWA 1-2. 

Net Book Value as of December 31? 2005 

Kentucky Alltel, Inc. 
Alltel Kentucky, Inc. 
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? 
TO: Director, Division of the ConiJnission Cl& d:" 

FROM; Division o f  Competitive Markets & 
Office of the General Come1 (SQO~= 

h 

, 

Division of Economic Regulatim (Lest~)f+$+- ! 
I. 

! 
FUZ: Docket No. 050938-TP - Joint application fbr approvd of trmfa: o f  contrul of 

AX,LTEL Florida, b., holder of EEC C d c a t d  No, 10 and PATS Certificate , 

No. 5942, frdm Alltcl Corporatian to Valor C~ammicationzl Group, and for 4 

wai.ver of wrier selectian requireme& of Rule 24-4.118, FAC., due to transfix 
8, 

of 10% distance cuetomas of ALLTEL Communiuations, Inc. rn AXZtel Corporate 
Holding Slsrvices, hc. 

:;. 
AGENDA: 05/16/06 - Regular Agenda - Pqosed Agency ~btion - Interested Persons May $' 

Participate I t  

15 
* 8 

CDlMMlSSIOmB ASSIGNED: All Commissionems 

CRITICAL DATES; Nane 

SPECIAL KNSTRUCTlONS: None 

FILE NAME AND LOCATION: S:WSC\CMP\WplOS09383CM.DW 

I 

Case Backinrow4 

On December 22, 2005, ALLTEL F l o w  Inc., ACI,, AUal Ilolwg Corp, Valm 
C o m ~ ~ a t i o n s  Group (Valor), and Allre1 Holdjng Corpora@ S d c e s .  lac. (oollcctiveXy, 
Applicmts) submitted ari application requseting appmval by the Flarida Public S d c e  
Commission ( ~ d s s i o n )  .l)r the trmsfer of control of  ALLW Florida, he. from Alltel 
Carporation to the evtity resulting from the magat of  Alltel Hqldiq Cop., Valor, and AIltal 
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Holding Corpmte SCIV~GBE. Inc., respectively, Tb Applimts also se& a waiver of the carrier 
seleotiun requirements in Rule 25-4.1 18, Florida A d m m i i ~ v c  Code, to facilitate the &ly 
transfer of long distance customm of ACI to Mltel Holding C o ~ p m  Services, be- These 
actions are part of a plan to move AUtells wireline incumbcpi laal exchange eompaoy (ILEC}, 
pay telephone company (PATS) and intrastate intmchange :company WC) to a wirehe 
focused entity. On May 1, 2006, the Appli~ants filed an ammdkd petition to inolude a request 
for name changes far the company on ib local and pay telephone certificates, and ta incorporate 
additional conditions. The new name for the wireline controllhg entity i s  Windstream 
Corporation and sa& subsidiary incorporates WlndsWam, respectively, into their naMes, Staff 
will adlministratively process the nmc change: requests lin accordance with Administrative 
Procedures kfanrzd2.07.C.2.a Thus, there i s  not an issue in this recommendatian regarding ththe: 
requests for name change. 

AUTEL Florida, Inc. is a locd exchange tele~omm~c@om company (LEC) that was 
issued a certificate to provide locd service in Florida oa May 3, 1956. It also has a certificate to 
provide pay telephone service, and operates 79 pay telepboncs *thin its U C  tdtory. Aa of 
June 30,2005, ALLTEL Florida, Inc. had 942212 loo& access lhes k 27 vchanges, w 1% of 
the total number of local access linea in Flarida. ALLTEL Floqda, Inc. and its affiliates serve 
approximately three million local access l ies  in 15 states. 

W T E L  Communicatiom, Inc. (ACl) is an intrastate in&rexchmge telecommunications 
company (IXC) registered to provide long distance t e l e c m d a t i o n s  service in Florida since 
July 24, 2996, As of June 30, 2005, ACI. had approximately 81;400 long distan~e customers in 
Florida. Appraxirnately 65.5% of those ACT lorig distance cnstoplen; arb pro~ded  local scrvice 
by AUTBL Florida, hc. AU of the long distance cu~tomms wiU .ultknraxely transfer &om ACI to 
Allkl Holding Carporate S o ~ c e s ,  kc., a subsidiary of Alltcl H0ldh.g Gorp. A request for 
waiver of the Commission's slamming rules related to this transfer is addressed in &sue 2 of this 
recommendation, 

AI.LTIXJ Floridxi, hc, and AC? are crarmtly wbolly-owned sub~idiaris o f  Alltal 
Corporation (Alltel). 

Valor is a Delaware ~orporarion that owns d WCs in Arkansas, New Mexico, 
Oklahoma a d  T~xas. It was formed in 2000 with tbc acqniaition of CrTE Southwest 
Corporation. A8 of June 30,2005, Valor's subsidides had.app~ximately 530,000 10081 access 
lines in those nates. 

As a result of changes in the telecmmicztt i~1~ industry, Alltel is separating its . 
Wireline Business h m  its wireless business .and merging the Wkeline Business with Valoi, 
The Magad Wireline Business will be known as Windstremi. Pollovving this merger, the 
shareholders of Alltel will own 85% of Windstream, and ?he sharek~1d.m of Vdor will bwn 
15%. The principal officers of Windatream will be cartain c m t  off ica  of AUkl. , 

Windstream will adopt a corporate logo that is presently bekg determined. The corporate 
offices o f  Windstream will be located in Little Rock, Arkansas The Applicade state thlat the end 
user cmtpmers will continut to receive the same rates and quali6 of service %om tba same lacal 
operations, so the Wsfer  will appear to customers to bs only a witme chmge. 
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8 ' f a :  

As of the filing date of this rccornmendatlon, the Federa! Cornmunicatims Conuni&sion * , , ,,. 
s ,, 

and the regulatory agencies of Mississimi, North CmUna, .&rgia, Maaouri and Nebraska ! ,. ? , ".. 
have approved the merger of Alltel IIolding Corp. into Valor, and tho Federal Trade Commission 
has granted early termination in its review of tho proposed tmmction, which indicates no \' 

abjcctionrs to the merger. 
. ! 

The Commission ia vested with jutisdiction over this nhaFter pmwt to Scctiong 364.01, , ,  

364.33, 364.335 and 364.603, Florida Statutes. Acwrdmgly, staff believes the fillowing 
reconmendations are appropriate. 
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Issue 1 : Should the Commission appmve the joint application fq approval of h2mhfer of control 
of ALI=SEL Florida, Inc, bolda of ILEC Cmificate No. 10 and PATS Certificate No. 5942, 
from Alltel Corporation to Windstream Corpmtiou? 

Recommeadatioo: Yes, the Cammiasion should appmve the @mfer of con'irol of ALLTEL 
Florida, I~c. %om Alltel Corporation to WindsPream Corporation.. (M. WattclLester/Scottnrm) 

Staff Analysis: 

A. Section 364.33. Florida StaNees 

Thc Commission bs authority mderr Sedion 364.33, Florida Statutes, to approve 
application for tmmkr of conh-ol. Staff notw that this provikian dow not provide specific 
standards which the Commission may follow in. mdag its deciejion to appmve a Wimfbr of 
control. However, staff believes %at Se~tion 364.01, Florida Shtdes, implies a public ~nterest 
standard that the Commission may fallow when deciding whether ta approve 5r deny transfers of 
conroll, among other kransactions. 

The legislative intcnt in Section 364,01, Florida S ~ t e s , . i s  clear; the Cornmiareion ia to 
exercise it6 jurisdiction in ordcr to protect The publio health, Bafety, and welfare" as it r~latcs to 
basic local te l~municat ions  ~iervices. Based an the clear in- of the Florida Legislature, the 
Commissian should bast its dceisiaas on whether 20 $rant appliqtions for atnamsfir of control if it 
satisfies the public interest. Thm is little guidance an whar canstitutatp the ccpubIi~ intcxegt." It 
appears that in most cams that what i s  in the public intarest i s  left up to thc intmpfetation of the 
particular administrative body charged with upholding that: inimwt- I[n developing its 
recommendation, staff reviewed the management, technical, and fisancial capability of the 
proposed mcrged entity. 

Xx. Staff's Flndlngs 

A, Managerntnt Csaabilit~ 

As outlined in the Case Baclcg~und, Alltl is separa$ng ita wireless and wireline 
businesses in nvo steps. Alltel Holdiog Corp, was fonned ta s m e  as +e,nav parent company of 
U T E L  Florida hc., Alltel Holding Corporate Senrice, Inc., dnd its other XLEC subsidiaries. 
ln Attachman A to this recommendation are AUtel E&-bits 1,2 and 3. Exhibit 1 shows the 
corporate sfructure of Alltel before the separatim of Aa'. Exhibit 2 s h m  the post-separatjou 
corporatt s t rume of the wire1ess and wireline bminesssa a q l  the mager of rhe s q a t e d  
wireline business witb Valor, aud Exhibit 3 slums the Garporate ebucture sPWinMarn. 

' Although it will bave ao nocusromato ar active pay telephones aftrr thc me& is comyliem. ACI will retab M C  
nplsmtion T1498, PATS Certifionre No. 9405 md competifive Iocal exchange teleco@cations company 
(CLECJ Caniflcare Ma. 5205, 
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ALLTEL Florida, hc. is now s wholly omkd sVbkdirW of Alltel, and is authorized by 
#c C-ission p-t to ILBC Certificate hlc. 1 3 0  to provide local cxchwge 
telecommunications servict%, agd purs~mf to PATS CertifiGte No. 5942 to pvidr:  pay , 

telephone servjces AUtel Holding Cornorate Snvioes kc. is now an indirect wholly owned ' 
subsidiary of Alltd and is a registered IXC, Registration No. TKWS. ACI will remain under the 

, control of Alltd and will *a laager p-royib telccommicrrtio$6 sewices in Florida, but will 
tranafer its long distmce custone~s to .AMel Holding Corporate S,svices, be 

Under the control of Windsfmam, U T E L  Fldda, Iny, will not change or become a 
nem &rity. The company will become a subsidiary of Windstream, It will continue operating in 
Florida and will be lad by a management &xE that is cuncntly involved in the day-@day 
management of the Mltel wireline operations. The App.licante claim that the new company will 
have 'the same management capabilihs to provide service as it bad wder the control of Alltel. 
The Applicants have statcd that Windsneam will not increase ~atss  fm basic local service folr 

three years Tram the date that the Co&s~;ion's mder appraviq the amended petition is find, 
and that it will not use this transaction to petition for a rate kreasc due to changed 
cl-cumstances under Sedion 364.051(4)(a), ~lorida Satutes~ Under Windstream, Allttl Holdin8 
Corporate Services, Inc. will likewise maintain the qudhy of savice provided to its long 
distance customers by ACI, It jis Alltel's belief that tlw e&blis2unent of AUtel's wireline 
business as an independent, stand-alone c~rporation, separate $om Its wireless business, will 
serve the public intact by creating a company whose primary strategic focus will be building 
upon its wirefine capabilities by providing smica to midentid and business cwtmers tn its 
local franchised ttnitory. 

B. Technical Cavaliliq 

The same nctw~rks tbat c m t l y  serve Flarida .mstz,rn@s fl ~ontinue to tome them 
after the merger has been completed. As described in rhe Case Background, AI,LTEL Florida 
hc,"s past performance with respect to the ~OmMisdm's scTVi~8 standards is gentrdlly 
indicative of an acceptable level of m i c e .  Also, it appem & .&8ff that Valw's LECa have 
acceptabie performance records in the states in *bich they provide wiraUne semiom. The 
Applicants have stated that there are no anticipated problems. with its technical workforce, 
reprasented or otherwise. 

Widstream has agreed to initiate a Service &anfee PI& (SGP) (Abohrnent B) in h 
h c h i s e d  territory, in addition to the C o d s i a x i * ~  ales', mgading cwtomsr service. 
Windstream stated that its quality of &ce will not dicline bslow ALL'JXlL Flotida hc.'s 
current Xwvel. 

I 

Additimdy, Windst~earn commi;tkd tw building ,out its badband network in Florida to , 

meet the following capabilities: 
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Thus, the merger of &ese entities should not 1-a the 4pplicanrs' capability to provide 
quality service to Florida's citizens. 

C, Financial. Capabili~ 

The Applicants state That Windsheam will have tbe requisite finmid capability to fully 
suppon i ts  operations subsequent to tbe transfer of control. PIindsbeam will bc mc of the 
nation's largest independent local exchange carriers and it has commim@ for debt financing 
finm IP Morgan and Merrill Lynch. The Applicants state thrR Windstnam expats to have 
ample cash flow and will pay an attrstive dividend to invtstore. , 

The Applicants provided staff with W d a n  an, wpclctd cash flow, capital 
expendihues, special dividends, and balance sheet scco& for 'Windst~eWn- Portions of this 
hfiinoatich were filed mder claim of cntl.lidmtiaIity, W0ha reviewed Valor's Registration 
Statement (SEC Form S-4) filed with the Secmitics md Exchftpgc IX,&oaion regarding thc 
merger. The Registration Statement contains detedled financial infbrmtttion on Winclstmam and 
is not confidential. I 

On a book vduc basis, Windsbm j.s cxperrted to have ;rr) 8.6% equity mtio based on the 
pm form combined balance sheet w of Decembtr 31,2005. Qomparcd with other r u d  local 
exchange canrim (RLECs), this is a very low equity d o .  Staff what& the market d u e  
equity ratio for Whdstrem at 50.8% based on the cmant'Valgr stack price of $12 per shim. 
This ma&d valuc equity ratio i s  masopable in compaaisoo with sther RUCs. The market value 
equity rat i~  represents investors'pperr;8ption of the marW value of the wireline assets. 

Staff believq Windatream will have a non-invsspnent gr$b bond rating, i . ~ . ,  no higba 
thai~ BB+. ljz contrast, Alltcl Corporation has an A- ratinghm t3tandard and Poor's (S & P) and 
Valor hm a BB- rating from 5 B P. kx i ts Jmu;ay 18,2006, report on Alltel Corpwation, S & P 
states: 

Debt spun off to toe new merged wireline b@essI which iqcludts debt at 
the operating subsigary AUTEL Georgia C o r n  ica;tions Cop ,  and 
J~LL'EI., Comrnmications Holdings of the Nidwsat, "Ro. (fimerly Atiant 
Cwmmlmications, he.), is likely to be iowere8'to nen.linvestment grade, in 
h e  with expestations for the ratings of the sew wireline company. 

I 
In addition, S & P sates that it expeas Wineam's  dividend po\i~y to be fairly aggressive, 

FitcbRatiws expects a BBB- rating for the new whline Acompany, with a Rating Watch 
Negative desiipratiao, indicating the possibility of a down@.: With a non-iwestment grada 
bond rating, Windsbarn may have difficulty issuing long-tam dgbt at reaeonable rateti, in times 
of distressed finamid markets. Howwer, Windsmam has co&tnsents &am JP Morgan and 
Marill Idyncb fbr term loans - a five year loan tbr $500 million :and a seven y ~ w  10m for 62.8 
billion. StafFbeliwcs these loess indieare a significant b e g  ~Glationship. 
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I 

Staff note Windstfern, like wireline nerwo~ks in gcnasl, fbcM 
significant competition &om wireless Windstream b a ~  1061 
access hes due to wi~eless and decreased mena~. 

The Applicants pmvided s~aff with p r q q d '  that thDy believe shows 
Windstream will have the neeessav cash flow io w e t  its a d  dividend requirements 
and to fund capital E X ~ ~ ~ ~ T U ~ .  St& believes W ~ u e a m  wi have smne cushion in meeting 
its debt service requkemmrs beawe it can reduce ite dividend if In  wessary. 

! 
After meeting with staff on April 26, 2906, u V @ b ~  its application to 

inolude a set of ca~dilions (Attachment C), includhg flnziuoial which ~ J X  attacaed as 
Exhihit 6 to the Amended Application Under these cmditions, cash flow of AIItei 
FI,orida, hc. will be protected by the elhinii?jon o f  lierns on by resun'dons on 
dividends paid to Windstrcam. Staff will be pmvided with cr dit rating rcporte and fium~ial 4 inf05mation, which staff can use to monitor Windsb.eamYs fimcial condition. Fiaally, 
Windstream agreed that its debt c o v e m 6  will be wnsis&t with the April 12, 2006, 
CommiMent lettm BPm J.P. Morgan and Merrill Lynch. Win$mam will. have no addiziaad 
financial covenants other than a maximum leverage ratio and a minimurn btefest coverage ratio. 

I 
Staff bclieves these cooditioes help mit@te oo&xrn~ regarding Windstream's 

financial capability. h dis~ussions with staff, W e e a m  repdeatetjves stated their belief that 
tbc company will obtain debt d raus tba~ are awpximatct~ thM o f  an investm& grade 
campany and that the debt cavatlmts Hrill be hvorabbls. Given @a ccredirione; discmsed abave, 
the Appficants' representations regarding sufficient cagh and commi.tmen.ts for debt 
financing h r n  major banks, staff bclievez; Win-arn haf~ financial capability to 
support its operations. i 

i 

The Comrniesion may choose to: i 
I 

1) approve ~indstrelrm's amended petition for traod of ~ontro~ of mtel's 
wireline entities to Valor; or I I 

I 

2) d a y  the company's petition, if the Commiedon bclibes the conditions arc 
insufficient, or 'i I 

3) set the matter for hearing, if the Commission beJi4m a hther vetting is 
necessary, I 

Staff believes that the amended petition has added. Bafe consumers. 
Funher) based upon the past perfwmance of the 
staf£'s management, technical, and financial 
ALLTBL Florida, Inc. ficm AUtel would be in the 
public intweat 'Xhc Applicants provide quality 
telecommuniwtions services to Florida amtornera at fair pricea. 

I 
! 

-7- . , i 
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Of the options listed above, staff r e c o w &  thq tihe ~-sdon should appwve the 
joint application for approval of msfcr  of 00ntm1 of Florida, h., hcldn: o f  ILEC 
Canificate No. 10 and PATS Certificate No. 5942, Coqomtion to Windstrem 
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&sue 2: Sho~~ld th. Commission approve tbe w k  d the selection quircmc;nts of 
Rule 25-4.1 18, Florida Administrative Code, in the nansf$r of Communications, Ino.'s 
customers to Alltcl Corporate Holding Services, lac.? I 

! 

Jkecommendatiolgl: Yes, the C.bmission should waive the c selection requirements of 
Rule 25-4.1 18, Florida Administrative Code, ;En this inslande. 

Staff Analysis: Purhuant to Rule 254.1 18(1), Florida ~dm%sb$tive Code, a customer's carrier 
c W t  be changed without the custqmer's authorid* Rule 254.118(2), Florida 
Admhktrative Code, provides that a canier shall submit a c w g e  rcquea only if one: of  the 
following has occurred: I 

i 
(a) The provider has a letter of agency (LQA) . . . from Jhp customer requesting 
tbe c h g e ;  I I 
(b) The pro~der  has recei-vled a cummar-initiated call fix service. . . ; i 
(c) A fim fiat i s  independent and u a a t e d  wiib the pbovider . . - has verified 
the customer's requested change . . . 

Pursuant to Rule 25-24.475(3), BIorida Administrative 1 Code, Rule 25-4-118, Florida 
Administr~lrive Code, is incorporated into Chapter 25-24, and apppics to mCs, 

I 
Rule 25-24.455(2), Florida Adrnjllistrative Code, states: i 

! 
An IXC may petition for a waiver of arry.pmui 'on of this Part. 
The wdxvczr shall be granted in whole, granted Part or denied 
based an the following 

4 
(a) The factors enumerated in Section 364.337(4), . lorida Sratutes; 
(b) The extent to which competifivd forces ma s w e  the same 

waived; 

YI function as, or 0bviat.e the aecessity h, the proviqion sought to be 
I 

(c) Alternative regulatoxy requirements for thc! 'compiaqy which 
may serve the pqosee  of this part; aa8 i 
(d) WfieY&a t h ~  waivn is in the public &ester(, 1 

I 

 he authority R U I ~  22-4.1 18, noriiia ~ ~ s t r a t i k e  code, i s  found in section 
364.603, Florida Statutes, which is a secljon the Commisssim is aythorized to waive. 

Alltel Corporate Holding Services, lac, W attegted will provide for a seamless 
omsition while ensuing that the aOFected customers choices with the least 
mount of disruption to the customds. The any intermpticm of 
service, rate increase, or switching fees. I 

~n addition, A U ~ ~ I  ~orporsre ~ o ~ d i n g  Senri~eb, IW. statd in ib appjlication that it will bc 
mponsiblc for any outemndjing complaints &om the affected er ACI customers after the 
date of the transfer. t 

'I, 
( 1  

::' 
' t  

11 
, ,< 
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4 Furfher, ncither ACT nor Mtel Corporate IXold&g Se 'ots, hc. has any wtstaodj:~ 
regulatory essessment fees, penalties or interest assdated with i , MC regisbatirm. 

I 
Staff believes that in this instance i t  is app~Opriate fo waive the carria  election 

requjranmta of Rule 25-4.118, Florida Administrative Code. Ifqriar authorization i s  required in 
this event, customers may fail .to respond to a quest far awl20 ation, neglect to select another 
carrier, and lose their long distance smice8. Furthermme, s believes that grating this 
waivm wjll avoid unnecessary slamming complaints during this k idea 

Thefore, staff recammends that the Commi,ssioa ve the w a ~ a  of rhe ~anier 
seledlon requiremmts of Rule 25-4.118, Florida i~ the transfer of 
AUTEI.. Communications, fnc,'s customere to Allbl Scirvices, h~. 

I 
I 
I 
I 
1 
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Should lhis docket be tlosd? I 
I 

. ; C! 
Reeommoldatio~: The Order issued fmm this reoumngmWion~wil1 become final and effective . . qr 

upon issuance of a Consummsring Order, mless a person rvboac intaests en afftcted ' i  
* 4 

by the Codssion's  dccision files a protest that identifies with th. issues in dispute, 8 
in the form provided by Rde 28-106.201, Florida 21 days of the ; ;. 
issuance of the Proposed Agency Aotion Orda. Iftbe Cbmmis 
do&a should be closed administratively upon issuaace * I 

(ScottA'an) , < \ ;? 
, ' ,  #I 

. I  . ' 
S M  Analysfs: Sulffrecommard. that the ,: , .  \ ti L 

recmendation. 4. . ,  
8 J! 

, " , I:> 
,I  .!& 
\ ,.t 

I .., 
I., I I . ' 5  

r ' j  , .\Ii 
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I Attachment 8 

i 

I 
Reoair of Out of Service Troubles as Rmrted bv Customer I 
~ i n d s b r a m  shall make automatic c ~ ~ d i t s  in the musts speobed belaw tor out of 
service trouble6 as reported by the customw. I 

I 

Duration i 
; 

24to48 horn $12 i 
I 

> 2dayrito5days $16 
r 5 days % 40 

i 
I 
I 

Sundays or holiday are not covered by the SGP and will be ~hlcubtcd and credited to 
D U S ~ O ~ E I S  consistent with Rule 25-4.1 10(6), P.A.C. I I 

Windstream ,sW make an automatic credit to the m u n i  of $25 for 
fadurc u, install service on the agreed upon commitmeat 
dates shall not exceed 5 business days. 
4.066, P.A.C. 

Answer Time 1 
WindPvem shall establish a Conundry S&ce of a corporate 
undertaking. Pursuant to the Service Guarantee Progm, shill make meats 
to rhe CSF and auch funds shdl be disposed ofin Commission staff 
to promote Windstrean's Lifeline service. 

90% of all calls to the businms and -air offices W ~ b s  d e e d  by a live asteddmt 
prepared to give immediate assisfane within 55 scoonds ofb$ng tmefnred to the 
attendant. Windsacam shall maintain 100% ;~cccssibility- 

I 
The amount of CSF credits shall be detcnained ih aoo-cc lwith ihe fo1ZoWi~g 
parameters: I 

! 

Less than 90%, but greatex o~ eqGd to 80% - $2,000 
Less than 80%, hut gteater or equal 20 70% - $5,000, 

I 
I 

ZRss than 70% - $7,000 I I 
Force Maieure I 

! 
In the event of named tropical or hurrioanc s t m p ~ ,  Win&~e& may invoke Fmce 
Majeure by contaoting the r>ixector of the Division of .Cqrq% tive Markets & 
Enforcement. Windstream shtill at that time be relieved of the requirements of this SGP 
until Force Majeure is canceled. 

1 I 
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AIJLTEL Bpfn WX 

1. Financial Conditions associated with the mem dsph-off transaction: t 
a The liens and guarantees for Florida must be d i m i d e d  C b. Dividends to parent restricted to 90% of Florida net into s (na income is calculated as 

o p a s ~ Q  revenue minus operating expenses plu,dminus ow-opaating incamefqpense 
minus fixcd c h q w  mhms income taxes). Upstream lo~/advanws to p a n t ,  temp- 
cash investments, or any other method caanot be used tq, circumvent the 90% dividend 
reqairenea?.. I 

c. Must fiIe all credit rating reports with the PSC uhtil as l&g @ Ihe company remains the 
canier of last resort ! 

d. Within 30 days aftcr the close of thc tranesctiona, Alltcl F/urida shall filc with the PSC all 
I the final ~ s n n s  itltd caditiom of this fhmacing & descriqed in the application incluaing, 

but not limited to the following: the aggregate prin~ipal boun t  to be sold or boarow* 
price infirnation, estimated q e ~ l e e s ,  laen or indan+ agreema concerning each 
issuance. , 

e. Covmants will be consistent with those A to the April 12, 2006, 
Co&tmr=nt letter. Tbw Cmenants othm than the 
Maximum Leverage b t i o  than 4.m and a 
Minimum btaest Covcrage more restrictive than 
2.75X)- 1 

I 
2. Rates: I 

I 

I 
a No basic local tt?Ieco?nm~nicatians services rafts imr~as fw 3 ycm. 
b. Transacticm wiIl not be a changed circumstance under 64.051 (4)(a), F.S,, in order to 

increase rates. 
t i 

3. QuaHty of Service: 
I 

a SOP in addition to rules regadbg customer a d w ,  . I 
b. Items as prmemted in .the pmposed SGP. 
G. C o d b e n t  that quality of service will not Becljne be1 i t e  cwnrent level. 4 I 

4. Broadband: 

a 75% addressability by December 31,2006 
b, 80% adcbssability by Decmnber 3 1,2007 
c. 85% addrcssability by December 31,2008 

clarify theit the SGP applies ro residential cuamers md the am 6 ts wodd be, as f i~aws;  

24 to 48 hours $12 
>2daysto5days $16 

5 days $40 

i 
i 
I 
! 
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Docket NO. 2226$@oC4g.ETi#-aa(07. ~f - 

IN RE: Docket No. 222674, Application of for Approval of the 
Transfer of Control of Alltel and Request for Approval of 
Financing Authority 

ALLTEL Communications Corporation ("Alltel"), ALLTEL Georgia Inc,, 
Georgia ALLTEL Telecom, Inc., Georgia Telephone Corporation, standard 
Telephone Company, Accucomm Telecommunications, Inc. (collectively, "the 
ILECsl', "Companies") together with Alltel Communications, Inc., Alltel Holding 
Corp., Valor communications Group ("Valor"), and Alltel Holding Corporation 
Services, Inc. (collectively, "Applicants", "Merged Wireline Business") filed a 
request with the Georgia Public Service Commission ("Commission") on 
December 22, 2005 for Transfer of Control of Alltel and for the transfer of Alltel 
long distance customers. This filing was made under the previous Alltel Docket 
Number 10396-U. Subsequently, the Applicants filed an amended application 
under this docket to include a Request for Approval of Financing authority under 
O.C.G.A. 5 46-2-28 and Commission Rule 515-4-1-.01, ef. seq., part and parcel 
to the Alltel Corporation wirelinelwireless separation and a subsequent 
Valorlwireline merger described in the initial filing. 

This matter was presented by the Staff to the Commission for its 
consideration at the regularly scheduled Communications Committee Meeting on 
April 13, 2003. In Administrative Session on April 18, 2006, the Commission 
voted to approve the above-referenced application and upon full consideration of 

Docket No. 222674 
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the issues identified in the application makes the following Findings of Fact and 
Conclusions of Law: 

FINDINGS OF FACT 

The Commission finds that the ILECs are entities duly organized and 
existing under Georgia law operating as Alltel Communications with corporate 
offices in Alpharetta, Georgia. The ILECs are public utilities providing local 
exchange and other telecommunications services in various service areas 
assigned by the Commission. 

The Commission further finds that the Companies are wholly-owned 
subsidiaries of Alltel Corporation. Alltel also owns and operates significant 
wireless operations. Alltel plans to separate its wireline business from its 
wireless business and to convey its wireline business assets, including the stock 
of the Company, to a new holding company. It will first transfer ownership of its 
lLECs and its other subsidiaries to a subsidiary named Alltel Holding Corp. Alltel 
Holding Corp. will then merge into Valor Communications Group, Inc., a holding 
company with its own local exchange operating company subsidiaries in various 
parts of the southwestern United States, resulting in the formation of the Merged 
Wireline Business. Following the merger, Alltel shareholders will own 85% of the 
Merged Wireline Business and Valor shareholders will own 15%. The Merged 
Wireline Business will serve approximately 3.4 million access lines in 16 states, 
including approximately 600,000 access lines in Georgia. 

The Commission further finds that after the effective date of this 
transaction the Merged Wireline Business will be renamed. However, it will 
continue to offer the same telecommunications services as are currently being 
offered. Customers will continue to receive their existing service at the same 
rates, terms, and with the same quality of service. Each ILEC will continue to 
operate under Alternative Regulation as previously approved by the Commission. 

The Commission further finds that this transaction is expected to position 
the Merged Wireline Business to better compete in the marketplace and provide 
telecommunication services to its Georgia customers at competitive rates. The 
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transaction is also expected to create new growth opportunities for the Merged 
Wireline Business and enable it to take advantage of strategic, operational and 
financial opportunities. 

The Commission further finds that although Alternative Regulation has 
removed the operating companies from traditional rate filing requirements, there 
remains a requirement for the Commission to address requests concerning 
reorganization and subsequent long-term financing needs. The Merged Wireline 
Business' capital structure will include a mix of debt and equity that will maintain 
an appropriate cost of capital. The debt financing of the surviving entity has been 
committed by JP Morgan and Merrill Lynch. The debt to equity ratio of the parent 
company is expected to provide sufficient leverage to produce specific benefits 
and be among the lowest in the rural ILEC industry. 

The Commission further finds that JP Morgan and Merrill Lynch ("Lenders") have 
delivered a Commitment Letter to provide the Merged Wireline Business with a 
senior secured credit facility in an amount up to $4.2 billion ("Facilities"). The 
transactions will also require the Merged Wireline Business to issue unsecured 
notes in an amount no less than $1.54 billion ("Notes"). To the extent that the 
Notes exceed $1.54 billion, the borrowings available under the Facilities will be 
reduced by a corresponding amount. The terms of the Notes will be determined 
based on market conditions in a private placement or public offering to be 
conducted prior to the closing of the transactions. 

The Commission further finds that, the terms and conditions of the Facilities 
associated with the senior secured debt financing and the unsecured notes are 
identified in the Commitment Letter. The terms of both secured and unsecured 
notes will be set by market conditions at competitive rates at the time of the 
offering. There will be no requirement for any guarantees by the ILECs or other 
operating entities, nor for any liens on the properties and assets of the affiliates. 

The Commission further finds that Valor currently has $400 million in Senior 
Notes that will be assumed by the Merged Wireline Business to the extent that 
holders of these notes do not require the surviving entity to repurchase the notes 
pursuant to certain rights that will be triggered by the transactions. To the extent 
that the Valor Senior Notes remain outstanding, the amount of the borrowings 
available under the $4.2 billion Facility will be correspondingly reduced by the 
dollar amount of such outstanding notes. To the extent that any Valor Senior 
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Notes are tendered by their holders pursuant to the rights triggered by the 
transactions, borrowings will be made under the Facilities in amounts required to 
repurchase such tendered Valor Senior Notes. 

The Commission further finds that the Facilities and Notes will be serviced by the 
consolidated cash flows of the holding company of the Merged Wireline 
Business. Retail or wholesale rate adjustments will not be made as a result of 
these transactions. None of the payments of these notes will be directly payable 
by the Georgia ILECs, but rather by the Merged Wireline Business in conjunction 
with its reorganization and recapitalization, of which the ILECs are a part. 

CONCLUSIONS OF LAW 

The Commission concludes that it has jurisdiction over this matter 
pursuant to 8.C.G.A Sections 46-5-4'l and 46-2-28. The Commission also 
concludes that based on the foregoing Findings of Fact that the proposed 
transactions are for lawful corporate purposes; are compatible with the public 
interests; are necessary, appropriate and consistent with the Company's service 
to the public as a utility; will not impair the Company's ability to perform its public 
service; and are reasonably necessary and appropriate to provide adequate 
funds for such corporate purposes. The financial transaction is reasonable and 
falls within the spirit and intent of the above Code Section. 

The Commission, in acting upon this request is making no judgement or 
decision upon the propriety, necessity, or reasonableness of any of the capital 
expenditures being proposed. The action taken by the Commission does not 
address issues relating to whether the loan(s) may be included in the Company's 
capital structure in computing future revenue requirements of the regulated 
entities or whether the investments made with the proceeds of such loan(s) may 
be included in rate base. These and other like issues are not being addressed in 
this proceeding and have no effect upon the Commission's ability to address 
these issues in any later proceeding. 
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WHEREFORE, it is 

ORDERED, that for the purposes set forth in the application and in this 
Order, the Applicants are hereby authorized to complete that necessary to 
accomplish this transfer of control, to execute the Facilities and/or Notes 
necessary and to execute the documents to complete the separation of Alltel's 
wireline and wireless businesses. The Applicants are further authorized to 
prospectively conduct business and to provide telecommunications services, as 
set forth above under the Merged Wireline Business. 

ORDERED FURTHER, that any proceeds resulting from the financing 
transaction described in the Application shall be used for the purposes described 
in the Application, and it is 

ORDERED FURTHER, that jurisdiction over this matter is expressly 
retained for the purpose of entering such Order or Orders, as this Commission 
may deem just and proper, and it is 

ORDERED FURTHER, that the books and records of the Merged Wireline 
Business, the Alltel ILECs and other operating companies in Georgia will 
continue to be open to the Staff of the Georgia Public Service Commission 
and/or its representatives, and it is 

ORDERED FURTHER, that this approval in no way assumes future 
regulatory approval by this Commission of any rate or tariff matter concerning the 
Alternatively Regulated local exchange telephone companies of the Merged 
Wireline Business, and it is 

ORDERED FURTHER, that the authority granted herein is contingent 
upon the approval of any other regulatory body having jurisdiction over said 
matter; and it is 

ORDERED FURTHER, that a motion for reconsideration, rehearing or oral 
argument or any other motion shall not stay the effectiveness of this Order unless 
expressly so Ordered by the Commission. 
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The above by action of the Commission in Administrative Session on April 
18, 2006. 

Reece McAlister 
Executive Secretary 

DATE 
2i~ze DATE: 
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BEFORE THE MISSISSIPPI PUBLIC SERVICE COhIMISSION 

ALLTEL CORPORATION IN RE: JOINT APPLICATION OF ALLTEL 
CORPORATION, ALLTEL MISSISSIPPI, 

2005-UA-D722 - INC., AUTEL CONMUNICATXONS, INC., 
ALLTEL HOLDING CORP., VALOR 
C O m C A T l O N S  GROUP, INC. AM) 
ALLmL HOLDING CORPORATE 
SERWCES, INC, FOR APPROVAL OF THE 
TRANSEER OF CONTROL OFALLTEL 
MISSISSIPPI, MC. AND TRE TRANSIilEIR 
OF CBRTAlN ASSETS OF ALLTEL 
C O ~ L ~ C A T I O N S ,  me, nVnwDmG 
ITS LONG DISTANCIF: CUSTOMER BASE 
AND CERTIFICATE OF PUBLIC 
C O W E ~ E N C E  AND IYECESSITY TO 
OPEICAl'E AS A RESELLER OF 
INTEREXCHANGE 
TELECOMMUNICATIONS SERWCES 
Ti3ROUGHOUT MTSSISSIPPI 

ORDER 

W I N G  COME ON for consideration of the Application for Approval of Transfa 

rApplicationn) filed with the Mississippi Public Service Cornmission on Decernbec 21,2005, 

seeking approval for transfer of control of ALLTEL Mississippi, Inc. (ALLTEL Mississippi") 

and the transfer of long d imce  resale customers of AL,LTEL Communications, h. ("ALLTEL 

Communications") (the lLEC and long distance resale businesses collectively, "the Wireline 

Business") from ALLTEL Corporation ("'ALLTTX") to the entity tysulting fbm the merger of 

AIILTEL Holding Corp. and Valor Communications Group, Inc. ("Valor"), and ALLTEL 

Holding Corporate Services, he., respectively, The Commission, being fully apprised in the 

premises and having considered the documents, pre-filed testimmy, and record beEore it, as 

auhorized by law and the Commission's Public Utilities Rules ofPractice and Procedure, and 

upon recommendation of the Public Utilities Staff finds as follows: 



1. The Commission has jutisdiction to enter this Order, and entry h m f  is in the 

public interest. 

2. Due and proper notice of the Application was given as required by Law and by the 

Commissio.n's Public Utilities Rules of Practice and Procedure. 

3. There were no intervenors nor protestants of record in this matter before the 

ComInission. 

4. ALLTEL is the holding company for AI,LTEL Mississippi and AUTEI, 

Comunications. L L T E L  i s  not an operating entity and therefore is not certificated as a public 

utility. 

5. ~~L Mississippi i s  a Mississippi corporation certificated by this Comnision 

to provide local exchange services and is a wholly-owned subsidiary of ALLTEL, with corporate 

offices located at One Allied Rrive, Little Rock, Arkansas. AI;LTEL Mississippi received its 

certification in Docket No. U-4426. 

6. ALLTEL Communications, Inc. is a Delaware corporation certificated by this 

Commission as a long distance reseller and is a wholly-owned subsidiary of ALLTEL, AUTEL 

Communications received its certification in Docket No. 96-UA-136. 

7. ALL'SEL Mississippi and ALLTEL Communications, together with ALLTEL's 

other subsidiaries, currently provide wireless, lmg distance, intenet, broadband, directory 

publishing, telmmrnunications equipment and local conuaudications services in numerouri 

states. 



8. ALLTEL Holding Corp,, a Delaware corporation, is a newly-fmd subsidiary of 

ALLTEL. Upon the separation of ALLTEL's Wireline Business firom its wireless businesses, 

LLTEL Holding Corp. will become the owner of the Wireline Business and then merge into 

Valor. ALLTEL 1-Iolding C q .  is not seeking authority to become a regulated 

telecommunications carrier or public utility, 

9. ALLTEL Holding Corporate Services, Inc., a Delaware corporation, is a newly- 

formed subsidiary of ALL= seeking authority to become the owner of ALLTEL 

Communicatioas>current long distance resale business and Certificate of Public Convenience 

and Necessity issued in Docket No. 96-UA-136. 

10. Valor is a Delaware corporation and is the owner of local exchange operating 

companies in four (4) other statear. 

11. ALLTIEL, is separating its Wireline Business from its wireless business and 

merging the Wireline Business with Valor. 

12. ALLTEL will first transfer ownership of ALLTEL Mississippi Iuld ALLTEL's 

other incumbent local exchange company subsidiaries to ALLTEL Holding Corp. 

Likewise, certain assets of ALLTEL Communications' long distance resale 

business, its customer base and Certificate of Public Convenience and Necessity, will be 

transfarred to ALLTEL Holding Coxparate S d c e s ,  Inc., which will become a wb11y-owned 

subsidiary of ALLTEL Holding Corp. The ownership of ALLTEL Holding Corp. then will be, 

transferred fiom ALL'I'l?,L to ALLTELts shareholders, thereby establishing ALLTEL Holding 

Cop. (with its subsidiary, ALLTEL Holding Corporate Services, Inc.) as a stand-alone holding 

company. 



13. In the final step of this process, ALLTEL Holding Carp. will merge into Valor, a 

holding company wirh its own local exchange company subsidiaries, resulting in the "Merged 

Wireline Business". Following this merger, the shareholders of ALLTEL will own 85% ofthe 

Merged Wireline Busine;ss, and the shareholders of Valor will own 15%. 

14. At the conclusion of this merger, the Merged Wkeline Business will adopt a name 

and corporate logo that is presently being determined. 

15. A copy of the Agreement and Plan of Merger ("Merger Agreement") between 

ALLTEL, ALLTEL Holding Corp. and Valor was attached as Exhibit "1" to the Application. 

16. Financial information regarding the Merged Wireline Business was filed with the 

Application as Exhibit 7. Based upon the information provided in the Application and exhibits 

thereto, the Merged Wireless Business will have the necessary financial security as it does today. 

17. lnfomdtion regarding the officers, directors, and management of ALLTEL and 

Valor was filed with the Application as Exhibit "6," The Merged Wireline Business will 

continue to be managed by capable, experienced executives and employees, many of whom are 

transferring f b m  ALLTEL to the Merged Wireline Business. The Merged Wirelinc Business 

will continue to receive certain centralized mimaganent services and will be staffed by many of  

the same experienced and knowledgeable persons cmntly providing these services. 

18. This merger involves the transfer of ALLTEL Communications' long distance 

customer base and Certificate of Public Convenience and Necessity to operate as a reseller of 

long distance services throughout the State of Mississippi (granted in Docket No. 96-UA-136) to 

ALLTEL Holding Corporate Services, ha. 



19. Applicants have also requested the Cornmission's approval with respecr to Ole 

change of control of the Wireline Business as described above. Separating the Wireline Business 

into an independent, stand-along corporate! structure and merging with Valor should allow the 

Merged Wirelie Business to enhance both strategic flexibility and financial and operational 

opportunities. 

20. ALLTEL Corporation, ALLTEL Holding Cop. and Valw Communications 

Cmp,  hc. are qualified to consummate this separation and merger. 

21. The separation of ALLTEL's wireline and wireless intm"ts and merger of its 

Wireline Business with Valor is in the public interest. This transfer of control should allow 

increased operational focus and customer attention 

22. The proposed merger is in the best interest of the public, is being proposed in 

good faith, meets the public convenience and necessity, and satisfies the requirements of Section 

77-3-23 of the Mississippi Code of 1972, as amended, and Rule 8 ofthe Commission's Public 

Utilities Rules of Practice and Procedure. 

Accordingly, this Comission having jurisdiction of the parties and the subject matter, 

and after having considered the Application and the documents in support thereof, and upon 

recommendation of the Public Utilities S W ,  finds that the relief sought should be grantd. 

IT IS, mEREFOkE, ORDIERfiS that: 

1. The transactions as set forth and proposed in the Application and exhibits thereto 

and as identified hereinafter are thaeby approved. 

(a) The transfer of ownership of ALLTEL Mississippi to ALLTEL Holding 
Corp. is hereby approved ; 



(b) The transfer to ALLl'EL Holding Corporate Services, Inc, of certain asset8 
of ALLTEL Communications, Inc,'s long distance resale bdness, its customer base, and its 
Certificctte of Public Convenience and Necessity granted in Docket No. %-UA-136 are h m y  
approved; and 

(c) The merger of ALLTEL Holding Coy. into Valor is hereby approved. 

2, Upon completion of the proposed corporate merger, and the adoption of a name 

for the Merged Wireline Business, the parties shall so inform the Commission in writing that 

such has been aocornplished and provide the coxporate name. 

3. This Order shall be deemed issued on the day it is served upon the parties herein 

by the Executive Secretary of this Comhlission who shall note the service date in the file of this 

Docket. 

Chairman Nielson Cochran voted Commissionn Bo Robinson vote 

P ~ a t e d  this the /.f day of , 2006. 

MISSISSIPPI PUBLIC SEXVICE COMMISSION 

NIELSEN' C O C W N ,  Chairman 

ATTEST: A true copy. 

- 

Executive SecretiUy 

Effective this the ,2006. 
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STATE OF MISSOURI 
PUBLIC SERVICE COMMISSION 

At a session of the Public Service 
Commission held at its office in 
Jefferson City on the 25th day of 
April, 2006. 

In the Matter of the Application for Approval 1 
of the Transfer of Control of Alltel Missouri, Inc., ) 
and the Transfer of Alltel Communications, Inc., ) Case No. TM-2006-0272 
Interexchange Service Customer Base 1 

ORDER APPROVING STIPULATION AND AGREEMENT 

Issue Date: April 25, 2006 Effective Date: May 5, 2006 

Svllabus: This order approves the stipulation and agreement submitted by the 

parties. 

On December 22, 2005, Alltel Missouri, Inc., Alltel Communications, Inc., Alltel 

Holding Corp., Alltel Holding Corporate Services, Inc., and Valor Communications Group, 

Inc., submitted a joint application seeking Commission approval of a plan to transfer control 

of Alltel Missouri, Inc., to Alltel Holding Corp. The application also seeks approval to 

transfer Alltel Communications, Inc.'s interexchange service customer base to Alltel Holding 

Corporate Services, Inc. These two transactions are part of an overall transaction wherein 

Alltel Corporation is separating its wireline business from its wireless business and merging 

the wireline business with Valor Communications Group, Inc. 

The Commission invited intervenors to apply by February 2, 2006. None applied. 

On April 73,2006, the joint applicants, the Staff of the Missouri Public Service Commission, 



and the Office of the Public Counsel filed a Unanimous Stipulation and Agreement. A copy 1 
of the stipulation and agreement is attached to this order as Attachment A. 

The joint applicants ask the Commission to approve their plan to spin off the wireline 

incumbent local exchange and interexchange services to become part of an independent, 

stand-alone operation. Alltel Missouri, Inc., Alltel Communications, Inc., and Alltel Holding 

Corp. are currently subsidiaries of Alltel corporation. First, Alltel Corporation will transfer 

control of Alltel Missouri, Inc., and Alltel's other incumbent local exchange company 

subsidiaries to Alltel Holding Corp. The customer base of Alltel Commcrnications, Inc.'s 

interexchange businesses will be transferred to Alltel Holding Corporate Services, Inc., 

which will become a wholly-owned subsidiary of Alltel Holding Corp. The ownership of 

Alltel Holding Corp. will then be transferred from Alltel Corporation to its shareholders, 

thereby establishing AIltel Holding Corp., with its subsidiary Alltel Holding Corporate 

Services, lnc., as a stand-alone holding company. Finally, Alltel Holding Corp. will merge 

with Valor Communications Group, a holding company with its own local exchange 

company subsidiaries operating in the states of Texas, New Mexico, Oklahoma and 

Arkansas, resulting in the "merged wireline business." Diagrams of the pre-separation and 

post-separation corporate structures and the merged wireline business are attached to the 

application as Exhibits 1, 2 and 3. 

On January 23,2006, the joint applicants filed a First Supplement to their application 

seeking approval for Alltel Missouri, lnc., to give its Guarantees and Liens to secure debt 

financing of the transactions proposed in this process. The joint applicants now advise that 

Alltel Missouri, Inc., will not be required to execute such Guarantees and Liens, therefore, 

approval for their execution is no longer required or sought by the applicants. 



\ 

The joint application sought a wavier of the application of 4 CSR 240-3.535(l)(A), 

the rule requiring an application for authority to acquire stock of a public utility to include a 

statement of the offer to purchase the stock or a copy of any agreement entered with 

shareholders to purchase stock. The joint applicants allege good cause for the waiver 

because the transfer of ownership of Alltel Missouri, Inc., to Alltel Holding Corp. will occur 

by intercompany transfer and there will be no "purchase" of stock as contemplated by 

Rule 3.535(A). The parties stipulate and agree that a waiver of that rule should be granted, 

for good cause, for the reasons set forth here and in the stipulation. 

The stipulation and agreement provides that the existing certificates of service 

authority held by Alltel Missouri, Inc., Alltel Communications, Inc., and Alltel Holding 

Corporate Services, Inc., should remain in effect as of the date of closing of the transfer of 

control described in the application. 

The parties to the stipulation and agreement agree that the Commission should 

approve the joint application and allow the spin-off to proceed, subject, however, to several 

conditions specified in the stipulation and agreement. The parties to the stipulation and 

agreement agree that, subject to the agreed upon conditions, the transaction proposed in 

the joint application is not detrimental to the public interest. 

The Staff filed Suggestions in Support of Stipulation and Agreement on April 18, 

2006, addressing, primarily, the financial conditions to place upon the companies to ensure 

that Missouri customers continue to receive safe and adequate service at just and 

reasonable rates after the close of this transaction. Staff states the conditions it proposed 

and agreed to by the joint applicants in the stipulation and agreement ensure that the 

transaction contemplated by the joint applicants is not detrimental to the public interest. 



The Commission has the legal authority to accept a stipulation and agreement as  

offered by the parties as a resolution of the issues raised in this case.' Furthermore, 

Section 536.090, RSMo Supp. 2005, provides that when accepting a stipulation and 

agreement, the Commission does not need to make either findings of fact or conclusions of 

law. The requirement for a hearing is met when the opportunity for hearing has been 

provided and no proper party has requested the opportunity to present ev iden~e .~  Since 

no one has requested a hearing in this case, the Commission may grant the relief 

requested based on the stipulation and agreement. 

Based on the agreement of the parties, the Commission believes that the parties 

have reached a just and reasonable settlement. 

IT IS ORDERED THAT: 

I .  The Unanimous Stipulation and Agreement filed on April 13, 2006, is 

approved as a resolution of all issues in this case (See Attachment A). 

2. All signatory parties are ordered to comply with the terms of the Stipulation 

and Agreement. 

3. The transaction described in the Application for Approval of Transfer of 

Control of Alltel Missouri, Inc., and Transfer of Alltel Communications, Inc. Interexchange 

Service Customer Base, filed on December 22, 2005, is not detrimental to the public 

interest and is approved, subject to the terms and conditions of the Stipulation and 

Agreement. 

'section 536.060, RSMa Supp. 2005. 

State ex re/. Rex Deffenderfer Enterprises, Inc. v. Public Service Commission, 776 S.W.2d 494, 496 
(Mo. App. 1989). 



4. Nothing in this order shall be considered a finding by the Commission of the 

value af these transactions for ratemaking purposes. The Commission reserves the right to 

consider the ratemaking treatment to be afford,ed these financing transactions, and their 

results in cost of capital, in any later proceeding. 

5. This order shall become effective an May 5, 2006. 

6. This case shall be closed on May 6, 2006, 

BY THE COMMISSION 

Colleen M. Dale 
Secretary 

( S E A L )  

Davis, Chm., Murray, Gaw, Clayton and Appling, CC., concur 

Reed, Regulatory Law Judge 
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I+ 
BEFORE T'HE PIJBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURX I I 
In the Matter of the Application for 1 
Approval of the Transfer of Control of ) 
Alltel Missouri, Inc. and the Transfer of ) Case No. TM-2006-0272 
AIltel Communications, hc .  Tnterexchange ) 
Service Customer Base. ) 

UNANIMOUS STIPULATION AM) AGREErnNT 

COME NOW Alltel Missouri, Inc., Alltel Comunications, Inc., AllteI Holding 

Carp., Alltel Eolding Corporate Services, Inc. and Valor Commuaications Grollp, Inc. 

(L'ValorY') (hereafter referred to collectively as 'cApplicants"), the Staff of the Missouri 

Public Service Commission ("Staff') and the Office of the Public Counsel ('GoPC") 

(collectively referred to as "Signatory Partiek), by and 'ilrrough their respective cotmsel, 

and pursuant to 4 CSR 240-2.11 5, submit the following Stipulation and Agreement 

which, if approved by the Missouri Public Service Commission (L'Commission"), will 

dispose of all issues in this proceeding: 

PROCEDURAL HlSTORY 

On December 22, 2005, Applicants jointly filed their Application with the 

Commission initiating the above-captioned proceeding. The Applicants seek approval of 

the Commission for the transfer of control of AUtel Missouri, hc. '  %om Alltel 

Corporation to Alltel Holding Corp. Applicants also have requested authority to transfer 

the resale interexchange service customer base of Alltel Comunications, to Alltel 

Holding Corporate Semites, Inc. ('cMCSF'). These two transfers are components of the 
i 

The Missouri incumlent local exchange canier holding a certificate under Case No. TA-88-44. 
This entity is authorized to provide interexchange telecommunications services under Case No. TA-97-41 

and to provide additional interexchange telecomm+cations services under Case No. TA-99-53. 

Attachment A 



overall transaction outlined in the Application, whereby AUtel Corporation is separating 

its incumbent local exchange and interexchange services businesses (the "'wireline 

business") from its wireless business, and merging the wireline blxsiness wif% Valor. 

Contemporaneol~s with the filing of the subject Application, AHCSI filed a separate 

application with the Commission for a certificate of service author@ to provide 

interexchange telecommunicati.ons services, pursuant to 4 CSR 240-3.5 10, and that , 

matter was assigned Case No. XA-2006-0271.~ On January 23, 2006, Applipants Eled 

their First Supplement to Application, wherein the Applicants sought approval of the 
t 

Commission for a t e l  Missouri, b, to execute the Guarantees and Liens described 

therein; Iiowever, Applicants have advised the Staff and OPC that Alltel Missouri, Inc, no 

longer will be required to execute such Guarantees and Lieqs and, accordingly, approval 

o f  the ~ o d s s i o n  for the execution of the Guarantees and Liens is no longer required or 

sought herein. 

On December 28, 2005, the Commission issued its Order Directing Filing 

requesting the Staff to address certain issues raised in the Application. Subsequently, an 

January 19, 2006, the Commissioa issued an Order Setting Date to Submit Requests to 

Intervene and Prehearb~g Conference. On January 27,2006, the Staff filed its Response 

to Order Directing Filing and Status Report (herein referred to as "Staff Response"). No 

applications to intervene were filed in this proceeding and, in accordance with the 

Commission's January 19 Order, a Prehearing Conference was held on Pebmary 8,2006. 

On Pebrua~y 16,2006, the Signatory Parties filed a proposed procedural schedule, which 

was adopted by the Codss ion ' s  Order issued on Feb~uary 17,2006. On February 1 6, 

By its Order Approving Interexchange and Nonswitched Local Exchange Certificate of Service Authority 
issued February 24,2006, effective March 6,2006, in Case No. XA-2006-0271, the Commission granted 
M C S I  its requested service authority and classified the company and its services as competitive. 



2006, the Applicants filed the Direct Testimony of Jeffery Gxdner and Gregg L. Richey. 
/ / i 

Rebuttal Testimony of Staff Witnesses William L. Voight, McIc S. Johnson and Matthew ' 1  
J. Barnes was filed on March 8, 2006. The Office of the Public Counsel's Response to j I 
Application also was filed on March 8,2006. / / 

i 

As a result of meetings and discussions between the Applicants, the StafY and 1 / 
OPC concerning the above-described transactions, the Signatory Parties respectfully offer 

the following stipulations and agreements to resolve all issues that are the subject of this 

proceeding. 

1. DESCRIPTION OF THE TRCLNSACTXONS 

Currently, Alltel Missouri, hc., Alltel Communications, hc., ATltel Holding 

Corp. and Alltel Holding Corporate Services, bc .  are all subsidiaries of Alltel I ' I 
Corporation. Alltel Missouri, hc., is a Missouri corporation; all of the other applicants 1 1 
are Delaware corporations. 

Alltel Missouri, h c .  and Alltel Communications, Inc., together with Alltel's other 

subsidiaries, c~urently provide wireless, long distance, internet, broadband, directory 

publishing, telecommunications equipment and local comunications services in I I 
numerous states. As of June 30,2005, Alltel Missouri, Inc. and its KEC affiliates served 1 I 
approximately 3.0 miUion local access lines in fifteen states, including 69,224 access ! I 
lines in this state. Alltel Communications, Inc. curreiitly provides long distance service in 

49 states. Valor Communications Group, Inc. is a Delaware corporation and is the owner 

of local exchange operating companies thit, as of June 30, 2005, provide local exchange I I 
service to approximately 530,000 access lines in four states. I I 



I Response and the Prefiled Testimony, the overall transaction involves a series of finite I I 
tmnsactions, including: I 1 

i 1 
I a. Transfer of stoclc of Alltel Misso~xri, Inc. from Alltel Corporation to Alltel 

Holding Coq.; 
i 

b. Transfer of interexchange service customer base (assets) of Mtel 
Communications, Inc. to AUtel Holding Corpo~ate Services, h ~ . ~ ;  

c. Transfer of ownership of Alltel Holding Corp. from Alltel Corporation to 
Alltel Corporation's shareholders; and I 

d. Merger between Alltel Holding Coq ,  and Valor Communications Group 
(creating the 'Wew Holding Company"). 

At the conclusion of the overall hansac;fioa, the existing incmbeht local I / 
exchange service provider (now lcnown as Alltel Missouri, kc.) will have f i e  'mew I I 
Holding Company" as its new corporate parent.5 The same will be tme for the newly I I 
certificated interexchange casrier AUtel Holding Corporate Services, ~ n c . ~  At that time, i I 
AUtel Missouri, Inc. and Alltel Holding Corporate Services, Inc. will change their names I / 
to differentiate themselves %om their former corporate pmertt. To mike this document as I / 
clear as possible, the corporate entities now h o r n  as Alltel Missouri, Inc, and Mtel  I I 
Holding Corporate Services, h c ,  are referred to as "Alltel Missouri, Inc." and "Alltel 1 1 
Holding Corporate Services, Inc. (or AEECSI)" in this document. 

m t e l  Communications, Inc. also has a certificate of service authority to provide basic local 
telecomunications services in Missouri ("CZEC business") pursuant to the Commission's Report: and 
Order issued in Case No. TA-99-298. Bowever, the CLEC business is not a part of, nor impacted by, the 
subject Application. 

On April 10,2006, company officials announced &at Windstream Corporation wiU be the name o f  the 
'Wew Holding Company." 

The new name of AHCSI is Windstream Communications, Inc. 



2. STETJLATIONS AS TO JURISDICTION AND CERTAIN WAXVER OF 
RULES 

A. Jurisdiction 

The Signatory Parties stipulate that the Commission has jurisdiction to review the 

following components of the transaction, as requested by the Applicants herein: 

a. Transfer of stoclc of Alltel Missouri, Inc. to ALltel Holding Corp., founded upon 

Section 392.300.2, RSMo. 2000 and Commission Rule 4 CSR 240-3.535; and 

b. Transfer of interexchange service customer base (assets) of Alltel 

Communications, hc. to Alltel Holding Corporate Services, he., founded upon Section 

392.300.1, RSMo. 2000 and Commission Rule 4 CSR 240-3.520. 

The Simatory Parties stipulate and agree that the Commission does not have 

jurisdiction ovei the following components of the transaction: 

a. Transfer of ownership of Alltel Holding Corp. from Alltel Corporation to Alltel 

Corporation's shareholders (Section 392.300.2; In the Matter of the Merger of SBC 

Cominunications, Inc. and Arnerilech Corporation, Case No. TM-99-76, 7 Mo.P.S.C.3d 

529 (Oct. 1998)); nor 

b. Merger between Alltel Holding Corp. and Valor Communications Group (Id.). 

B. Waiver of 4 CSR 240-3.535(1)(A) 

The Signatory Parties stipulate that the request for tlie waiver of Rule 3.535(1)(A) 

is for good cause pursuant to 4 CSR 240-3.015 and that the waiver should be granted. 

This rule requires an application for authority to acquire the stoclc of a public utility 

include a statement of the offer to purchase the stoclc of the public utility or a copy of any 

agreement entered with shareholders to purchase stock. Because the transfer of 

ownership of Alltel Missouri, Inc. f?om Alltel Corporation to Alltel Holding Corp. wiU 



occw by an inter-company transfer, there will be no "purchase" of stock as contemplated 

iu Rule 3.535(A). lilstead, the transfer of stock will occ~rr pursuant to the terms of a 

Distribution Agreement. Alltel Corporation has filed the Distribution Agreement with 

the Securities and Exchange Commission ("SECyy) and copies of the document have been 

provided to the Stdf m d  OPC. 

3. APPLICANTS' FILING mQIEEIEMXNTS FOR THE TWSACTION 

TJpon or before the  losing of the transfer of control and the transfer o f f  e resale 

interexchange c~~storner base described in the Application, Alltel Missouri, Inc. and AJltel 

Holding Corporate Services, Inc, shall file with the Commission all necessary name 

changes in accordance with Commission Rules 4 CSR 240-2.060(5) and 4 CSR 240- 

3.545(20) to effectuate the transition and the adoption of the underlying tariffs. 

4. CONTINUATION OF OPERATIONS 

The Signatory Parties stipulate that .AUtel Missouri, h c .  has fhe requisite 

managerial, technical and financial capability to provide adequate service and that after 

the transfer of control as described herein, Applicants have provided sufiiciient 

representations and the record contains sufEcient evidence to demonstrate f a t  it will 

continue to provide service of the same or greater quality, and the Signatory Parties 

firher stipulate that after the change in ownership of its stocls, Alltel Missouri, Inc. will 

continue to possess the necessary technical, financial and managerial resources and 

abilities to provide quality telecomunications services, including basic local 

telecommunications services. 

The Signatory Parties also stipulate that Alftel Holding Corporate Services, Xnc. 

has the requisite managerial, technical and financial capability to continue providing the 



interexchange and non-switched local services of the same or greater quality that Alltel 

Communications, Inc. does today. 

A. Continuance of Certificates 

The Signatory Parties stipulate that all certificates of service authority held by 

Alltel Missouri, Inc.; Alltel Communications, hc.; agd Alltel Holding Corporate 

Services, Inc. should remain Wly effective as of the date of closing of the transfer of 

1 control described in the Application. 

B Tariffs 

I f i e  Signatory Parties stipulate that AIItel Missouri, Ihc.'s and Alltel 

Communications, Inc.'s tariffs, reflecting the rates, rules, regulations, terms and 

conditions, and fhe services they offer, shall remain fully effective on the. date of closing 

of the transfer of control and transfer of the interexchange service customer base 

described in the Application and shall continue in effect until changed or modified as 

provided by law. TJpon or prior to the closing of the transfer of control and transfer of the 

interexchange service customer base described in the Application, ALltel Missouri, hc .  

and Alltel Holding Corporate Services, hc .  will make all necessary tariff submittals and 

adoptions to effectuate the bansition. Said tariffs shall contain all rates, terms, and 

conditions of all retail, wholesale, business, and residential services, now provided to all 

existing and new customers except as otherwise expressly authorized by law. 

C. Price Cap Status 

The Signatory Parties stipulate that upon the closing of the transfer of control 

described in the Application, AUtel Nisso~lri, Inc, will continue in the same manner as a 

price cap companypursumt to Section 392.245 RSMo. (Supp. 2005) and pursuant to the 



Commission's October 4, 2005 Order Aclcnowledging Election to be Price Cap 

Regulated and Closing Case in Case No. 10-2006-0112. Section 392.245(8) B M o .  

(Supp. 2005) permits price cap companies to rebalance exchange rates under specific 

conditions, and Mtel Missouri, h c ,  may seek to rebalance its exchange rates under this 

statute, but no Signatory Party by agreeing to this Stipulation and Agreement waives its 

right to challenge such rebalancing before the Commission. The Company shall provide 

OPC with copies of all documents relating to a cost study associated with snch 

rebalancing that are provided to the Commission St&, at the same time those documents 

are made available to the StaE 

D. Conditions 

Applicants agree to the following conditions for the transaction: 

a. Transparency 

1. On the day after its separation from AlItel Corporation, Alltel Missouri, 

Inc. will continue to offer the same full range of products and services to existing 

customers that it affered the day prior to separation, at the same prices, and under the 

same terms and conditions, subject to the ability of any regulated telecommunications 

company to mod@ or discontinue i ts  offerings through the appropriate processes. On 

the day after its separation from Alltel Corporation, Ute1 Holding Corporate Services, 

Iuc. will continue to offer the same full range o:f interexchange and non-switched local 

products and services to existing Mte l  Communications, h c ,  customers that Alltel 

Communications, Inc. o.ffered the day prior to separation, at the same prices, and under 

the same terms and canditions, subject to the ability of any regulated telecommunications 

coqa11y to modifj or discontinue its offerings through the appropriate processes. 



2. New and existing Iong distance customers of A17tel Holding Corporate 

Services, Inc. will be provided services pursuant to Alltel Communications, Inc.'s 

Comlllission-approved MoPSC No. 1 tarie adopted by AHCSI. After Separation, AUtel 

Missouri, kc.  customers subscribed to an interexchange carrier other than Alltel 

Communications, Tnc. (either interLATA or interLATA) will remain customers of their 

selected Iong distance provider. Alltel Missouri, Inc. customers not subscribed to an 

interexchange carrier (commonly referred to as no-PIC) will be unaffected by the 

transaction. The transaction will have no impact on customers' ability to reach 

interexchange carriers on a dial-around basis. 

3. Alltel Missouri, Inc. customers subscribed to Alltel Communications, hc .  

as their presubscribed interexchange carrier on the day of closing wil l  become customers 

of the newly certificated AHCSI at closing. Customers will not be assessed any charges 

for the transfer. 

4. Alltel Missouri, Jnc. basic local telecommunications service customers 

will remain customers of Mtel Missouri, Inc. after the Transfer. 

5. All Exchange Access services offered by Alltel Missouri, Inc. will 

continue to be offered by Alltel Missouri, Inc. after the Transfer. 

6. The transfer of the irtterexchange service customer base fi-om Alltel 

Communications, kc,  to AHCSI will be completed in accordance with FCC and Missouri 

rules, including 4 CSR 240-33.150(4) [Changes in Subscriber Carrier Selections as a 

Result of Merger or Consolidation or the Sale, A-ssigwnent, Lease or Transfer of Assets] 

and 4 CSR 240-33.150(6)@) procedures for Lifting Preferred Canier Freezes]. Transfer 

of these customers wiU not take place ~1ntil all required customer notices have been 



provided, and the notices will include an opporhmity for ct~stomers to choose another 

long distance carrier if they do not desire service from AHCSI. AHCSI :hereby agrees to 

Ele its customer notice of the transfer to the case file of this case at least few weeks in 

advance of sending such notice to customers. The notice shall state that the customer 
/ 

may make one change in long distance carriers during the 30 days after the transfer of 

customers to AHCSI at no cost to the customer. Interested parties will have ten days to 

object to the f o m  of the notice. 

7. Upan actual transfer of the customers fkom Alltel Communications, Inc. to 

AESCSI, Alltel Missomi, hc .  hereby agrees that it will waive residential PIC change 

charges for 30 days to allow residential consumers a one-time a p p o 6 t y  to subscribe to 

a long distance provider other than AHCSX without incuning a PIC change charge. 

AIHCSI and Alltel Missouri, Inc hereby agree that AHCSI will not introduce a Missouri 

instate access recovery fee or a like fee with the same purpose for a period of two yeas 

after the separation of Alltel Missouri, Inc. fro111 .Alltel Corporation. 

b. . Interconnection Agreements 

This transaction will have no impact on the terms of my existing interconnection 

agreements or Alltel Missouri, Inc.'s obligations under state and federal laws regarding 

interconnection. The requirements of Section 252 shall be applicable to Alltel Missouri, 

Inc. and any open issues pertaining to a request to Alltel Missouri, h c ,  for 

interconnection service shall continue uninterrupted pursuant to Section 252@)(1). I 
c. Service Quality 

I. Alltel Mssou.12, Inc. commits that it will continue to employ sufficient 

technical and managerial resources to thoroughly and adequately meet the Commission's 



Quality of Service objectives. Alltel Missouri, Inc. will continue to fund technology 

investments through capital expenditures. Alltel Missouri, Inc. further commits that it 

will continue to employ sufXicient employees to thoroughly and adequately respond to all 

Commission requests pertaining to sesvice related issues. 

2. A. Alltel M i s s o ~ ,  Inc hereby agrees that if Alltel h/lissouri, Inc.'s state-wide 

quality of service quarterly results reach a surveillance level for any category, then the 

company shall submit quality of service results on a monthly basis rather than a q~zarter1.y 

basis. Monthly reports shall continue until the company's quality of service results for all 

categories are no longer in a surveillance level for a given quarter. This condition shall 

apply for the company's fist  four quarterly reports srzblnined to the Commission 

following the Transfer. In addition, Alltel Missouri, Inc. will provide a copy of its 

quarterly quality of service reports (and monthly reports, if they become necessary) on a 

highly confidential basis to the Office of Public Counsel. 

B. Although Alltel Missouri, Inca's quality of service quarterly results are above 

surveillance level, the Staff has identified a recent trend in the increase of held orders. 

Alltel Missouri, Inc. hereby agrees to investigate this trend and advise the C o d s s i a n  

Staff and OPC of the cause and identify .what action the Company will take to improve 

performance on held orders. 

d. Finance Conditions 

1. The Signatory Parties jointly recommend that, in approving the subject 

Application, the Commission's Order should make no findings or conclusions regarding 

the value of this transaction for ratemalcbg purposes and that the Signatory Parties 



and their result in cost of capital in any later proceerling. 

2. Within 30 days after the close of the transactions, AUtel Missouri, Inc. 

shalI file with the Commission all then final terms and conditions on this financing as 

described in the Application including, but not limited to tbe following: the aggregate 

I principal amount to be sold or borrowed, price information, estimated expenses, loan or 

indenture agreement concerning each issuance. 

3. Alltel Missouri, Inc, shall file with the Commission Staff and the Office 

of the Public Counsel any cxedit rating agency reports issued within 30 days after the 

I close of the transaction concerning debt issuances by the New Holding Company 

associated with this transaction. 

4. In the event that at least two out of the three credit rating agencies do not 

assign an investment grade corporate credit rating to the New Holding Company within 

30 days after the close of the transaction, the New Holding Company and Alltel Missowi, 

hc .  agree to the following safeguards to ensure customers receive safe md adequate 

service at just and reasonable rates. (Voight Rebuttal Teshony, p. 5). 

1) As set forth in Section 4, C (supra), AUtel Missouri, Ino. will continue to 

operate as a price cap company pursuant to Section 392.245, RSMo. (Supp. 2005). Mtel 

Missouri, hc .  Mlier agrees that it shall not petition the C o d s s i o n  for rate relief 

pursuant to the provisions of Section 392.246, RSMo. (Supp. 2005) on the basis of 

financial impacts resulting fkom the assignment of a non-investment grade corporate 

credit rating to the New Holding Company, 



2) As set forth in Section 4, D, a (transparency) and c (service quality), 

supm, on the day after its separation from Alltel Corporation, Alltel Missouri, h c .  will 

continue to offer the same full range of products and services to existing customers that it 

offered the day prior to separation, at the same prices, under the same terms and 

conditions, subject to the ability of any regulated telecommunications. company to mo&@ 

or discontinue its offerings through the appropriate processes. Alltel Misso~uni, Inc. 

commits that it will continue to employ sufficient technical, managerial and financial 

resources to thoroughly and adequately meet the Commission's Quality of Service 

objectives and, indeed, has committed to the specific monitoring conditions set forth in 

Section 4, D, C, 2 herein. 

3) Ute1 Missouri, h. will generate sufficient cash flows to fimd technology 

investments through capital expenditures, and the Alltel Missouri, Inc. commits to 

continue to invest in new technologies designed to bring the benefits of broadband 

capabilities to its customers in its service areas. Alltel Missouri, kc.  will expend the 

appropriate amoimt of capital expenditures to extend the availability of broadband to at 

least 50% of it's Missouri customer base by December 31, 2006; at least 65% of it's 

Missouri customer base by December 3 1,2007 and at least 80% of it's Missouri customer 

base by December 3 1,2008.. 

4) Alltel Missouri, Inc. shall provide to the Commission Staff and the Office 
\ 

of the Public Counsel the information that was provided to bond rating agencies by New 

Holding Company at the time of transfer. Alltel Missouri, h c .  shall provide information 

to the Staff  showing that, the rating notwithstanding, New Holding Company's primary 

financial rnetrics (such as EBITDA interest coverage, debt-to-EBITDA and Total Debt to 



Total Capital) presented to major .bond rating agencies at the time of the transfer were 

s~lbstantially the same as those contained in the Application filed with the Commission 

on December 22,2005, as updated by the prefiled testimony of Jeffery Gardaer; 

5) AllteI Missouri, Inc. shall provide the Commission Staff and the Office of 

the Public Counsel, no later than thvty (30) days after creationlreceipt, all written 

correspondence with and reports of the credit rating agency(ies) that have assigned a 

corporate credit rating to the New Holding Company, until such time as the New Holding 

Company has two investment grade corporate credit rafings. 

6)  The New Holding Company currently anticipates that its coqorate credit 

rating will at least be consistent with the average corporate credit rating of the ma1 local 

exchange industry, which as of July 5, 2005, had a6 average Standard and Poor's 

corporate credit rating of BB .7 If the average corporate credit rating of ,the ma1 local 

exchange industry changes, then such new average corporate credit rating shall become 

the benchmark that triggers the following conditions in this paragraph. Until such time as 

the New Holding Company has two investnnent grade corporate credit ratings, if the New 

Holding Company's corporate credit rating should fall below the average corporate credit 

r a k g  for the rural local exchange industry, then AUtel Missouri, Inc. shall be required to 

demonstrate to the C o d s s i o n  that this event was not caused by the financial risk of the 

New Holding Company. If Alltel Missouri, Inc, cannot demonstrate that this downgrade 

was due to factors other than the financial risk of the New Holding Company, then it 

must demonstrate to the Commission that the downgrade wilI not affect AUtel Missouri, 

As reflected in the Standard & Poor's "CreditStats: Local Exchange Carriers" publication dated August 
11,2005. The Signatory Parties agree that such publication, as updated, shaU constitute the source 
document for purposes of this paragraph. 



Inc.'s continued quality of service to its Missouri customers and that the downgrade will 

not cause an increase in the rates charged to its Missouri customers or cause a reduction 

in the investment ixi basic arid advanced telecommunications services. In the event that 

Mtel  Missouri, Inc. is unable to demonstrate the aforementioned items, then the New 

Holding Company shall take the necessary financial action to restore its credit rating 

within three months or such other reasonable time if Ute1  h4issouri, Inc. can 

demonstrate that three months is unreasonable. 

5. STIPULATION AS TO TEfE PUBLIC INTEREST 

Based upon the Application, the evidence and comments filed in the record, and 

this stipulation and agreement and the conditions therein, the Signatory Parties stipulate 

and agree that the transactions described in the Application of December 22,2005 &e not 

detrimental to the public interest, as provided in Rules 4 CSR 240-3.535(1)(C) and 4 CSR - 
240-3.520(2)@). 

6. STPPU1;ATION AS TO RECOMMENDATION 

The Signatory Parties recommend that the Commission issue an Order that: (I) 

finds that: .(a) the proposed transfer of Alltel Missouri, Inc. stoclc to Alltel. Holding Corp. 

from Alltel Corparation is not detrimental to the public interest; fb) the transfer of the 

interexchange service customer base of Alltel Communications, Inc, to AUtel Holding 

Corporate Services, Iuc. is not detrimental to the public interest; (c) this Commission 

does not have jurisdiction over .the transfer of ownership of Alltel Holding Corp. from 

AlItel Corporation to Alltel Corporation's shareholders, nor the merges between AUtel 

Holding Corp. and Valor Comunications Group; and (2) approves the transfers as 



described in the Application, subject to the terms and conditions of this Stipulation and 

Agreement. 

7. ADDITIONAL TERMS 

This Stipulation and Agreement has resulted from extensive negotiations among 

the Signatory Parties and the terns hereof are interdependent, In the event that the 

Commission does not approve this Stipulation and Agreement in its entirety, it shaII 

become null and void and none of the Signatory Parties shall be bound by any of the 

agreements or provisions hereof. Zf the Commission accepts the specific terms af this 

Stipdation and Agreement, the Signatory Parties waive, with respect to the issues 

resolved herein, their respective rights to present testimony and to cross-examine 

witnesses'pursuant to Section 536.070(2) RSMo 2000, and to present oral argument or 

mitten briefs pursuant to Section 536.080.1; their respective rights to the reading of the 

transc~pt by the Co&ssion pursuant to Section 536.080.2; and their respective rights to 

judicial review pursuant to Section 386.510. The parties agree to cooperate with each 

other in presenting this Stipulation and Agreement to the Commission for approvd, and 

will take no action, direct or indirect, in opposition to approval of this Stiplilation and 

Agreement. The Staff shall file suggestions or a memorandum in support of this 

Stipulation and Agreement and the other S i~a to ry  Parties shall have the right to file 

responsive stzggestions. The StaE shall also have the right to provide, at any agenda 

meethg at which this Stipulation and Agreement is noticed to be considered by the 

Commission, whatever oral explanation the Commission requests, provided that the Staff 

shall, to the extent reasonably practicable, provide the other pasties with advance notice 

of when the Staff shaU .respond to the Commission's request for such explanation once 



such explanation is required fiom the Staff. Staff's oral explanation shall be subject to 

public disclosure, except to the extent it refers to masers that ase privileged or protected 

from disclosure pursuant to any Protective Order issued in this case. 

Respectfully submitted, 

101 Madison Street, suite 400 
Jefferson City, Misso~lri 651 01 
Tel. : (573) 636-6758 
Fax: (573) 636-9383 
Email: lwdoritv@sprintmail.com 

Attorneys for Applicants 

MISSOTTRI PUE3LIC: SERVICE C O W S  SION 

By: 

P.O. Box 366 
Jefferson City, 4101 
Voice: 573-751-8706 
Fax: 573-751-9285 
Email: david.meyer@psc.rno.gov % 

OFFICE OF Tm PUBLIC COUNSEL 

9 

Michael F. Dan&o, MO Bar 24580 
Deputy Public Counsel 
P.O. Box 2230 
Jefferson City, M O  65 102 
Voice: 573-75 1-4857 
Fax : 573-751-5562 
Emd:  mike.dandino@ded.1noOp;oy 



CERTIFICATE OF SERVTCE 

The undersigned hereby certifies that on this 13'~ day of April, 2006, a copy of the above 
and foregoing Stipulation and Agreement was served via electronic mail to all parties of 
record. 



STATE OF MISSOIJRI 

OFFICE OF TEB PUBIJ1[C SERVICE COMNPISSLON 

.I have compared the preceding copy with the original on file in this office and 

I do hereby certif'y the same to be a true copy therefrom and the whole thereof. 

WITNESS my hand and seal of the Public Sewice Commission, at Jefferson Ci'cy, 

Missouri, this 25fhday of April 2006. 

------ 

Secretary 



i MISSOURI PUBLIC SERVICE COMMISSION 

i April 25, 2006 

Case No. TM-2006-0272 

General Counsel's Office Lewis R. Mills, Jr. 

P.O. Box 360 P.O. Box 2230 

200 Madison Street, Suite 800 200 Madison Street, Suite 650 

Jefferson City, MO 65102 Jefferson City, MO 651 02 

ALLTEL Communications, Inc. Alitel Holding Corp. 
Larry Dority /Larry Dority 

" 10 1 Madison-Suite 400 101 Madison--Suite 400 
Jefferson City, MO 65101 Jefferson City, MO 65101 

Alltel Holding Corporate Services, Inc. 
Ji-arry Dority 

101 Madison-Suite 400 
Jefferson City, MO 65101 

ALLTEL Missouri, inc. Valor Communications Group, inc. 
Larry Dority Larry Dority 
101 Madison--Suite 400 01 Madison--Suite 400 
Jefferson City, MO 65101 Jefferson City, MO 65101 

Enclosed find a certified copy of  an ORDER in the above-numbered case(s). 

Sincerely, 

colleen M. Dale 
Secretary 



North Carolina 



STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. P-118, SUB 149 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application of Alltel Carolina, inc. To Pledge ) ORDER AUTHORIZING 
Assets to Secure Loan ) EXECUTION OF 

) GUARANTEE AND PLEDGE 
) OF ASSETS 

BY THE COMMISSION: Alltel Carolina, Inc., filed a Petition on 
January 24, 2006, pursuant to N.C.G.S. § 62-160 and Commission Rule R1-16, 
requesting permission to execute certain guarantees and pledge assets and property to 
secure loans described therein. Alltel Carolina, Inc., states that the guarantee and 
pledge are to be made in connection with the planned separation of the wireline 
business of Alltel Corporation (which includes Alltel Carolina) from Alltel Corporation's 
wireless business. 

This matter was presented to the Commission for its consideration at the 
Commission's weekly Staff Conference on February 20, 2006. Based upon the verified 
Application and the Commission's entire files and records, the Commission now makes 
the following 

FINDINGS OF FACT 

I. Alltel Carolina, Inc. ("the Company") is a corporation duly organized and 
existing under the laws of the State of North Carolina having its principal office and 
place of business in Matthews, North Carolina. The Company is a public utility 
providing local exchange and other telecommunications services in various North 
Carolina exchanges located in the service areas assigned to it by the Commission. 

2. The Company is owned by Alltel Corporation. Alltel Corporation also owns 
significant wireless operations. Alltel Corporation plans to separate its wireline business 
from its wireless business and to convey its wireline business assets, including the 
stock of the Company, to a new holding company. Alltel Corporation will first transfer 
ownership of its ILECs and its other incumbent local exchange company subsidiaries to 
a subsidiary named Alltel Holding Corp. Alltel Holding Corp. will merge into Valor 
Communications Group, Inc., a holding company with its own local exchange operating 
company subsidiaries in various parts of the southwestern United States, resulting in 
the creation of what the Company describes as the "Merged Wireline Business." 
Following this merger, Alltel shareholders will own 85% of the Merged Wireline 
Business and Valor shareholders will own 15%. The Merged Wireline Business will 
serve approximately 3.4 million access lines in 16 states, and its revenues will be 



approximately $3.4 billion per year. 

3. After the effective date of the transaction, ALLTEL Carolina will be 
renamed and it will offer the same telecommunications services as are currently being 
provided. Customers will continue to receive their existing telecommunications services 
at the same rates, terms, and conditions and any future changes in rates, terms or 
conditions of service will be consistent with any applicable provision of the North 
Carolina Public Utilities Act, the Commission's rules, and the price regulation plan which 
governs the Company. 

4. The planned transaction is expected to better position the combined 
wireline entity to compete in the marketplace and provide telecommunication services to 
consumers in North Carolina at competitive rates. This transaction is expected to 
create new growth opportunities for the separate wireline entity, giving the combined 
wireline business sufficient scale to compete on its own and to be able to take 
advantage of strategic, operational and financial opportunities. 

5. NCGS $62-133.5(g) removes price regulated companies, such as the 
Company, from the application of GS §62-I11 which pertains to mergers, 
consolidations, and combinations of public utilities. However, the Company seeks 
approval of the Guarantees and Liens described in its Petition. A Schedule of Proposed 
Debt summarizing the proposed indebtedness of the Merged Wireline Business is set 
forth in Exhibit 1 to the Petition. 

6. JP Morgan and Merrill Lynch (the "Lenders"), have delivered a 
commitment (the "Commitment Letter") to provide senior secured credit facility 
borrowings of the Merged Wireline Business in an amount up to $4.2 billion (referred to 
in the Commitment Letter and hereafter as, the "Facilities"). A copy of the Commitment 
Letter is Exhibit 2 to the Petition. The transactions will also require the Merged Wireline 
Business to issue senior unsecured notes in an amount no less than $1.54 billion (which 
notes are referred to in the Commitment Letter and hereafter as the "Notes"). To the 
extent that the Notes exceed $1.54 billion, the borrowings available under the Facilities 
will be reduced by a corresponding amount. The terms of the Notes will be determined 
based on market conditions in a private placement or public offering to be conducted 
prior to the closing of the transactions. 

7. As part of the Commitment Letter, and as specified in the Exhibits to the 
Commitment Letter, the Lenders have required that all affiliates of the Merged Wireline 
Business, which would include the Company, give their Guarantees of the Facilities, 
Secured Cash Management Agreements and Secured Hedge Agreements associated 
with the senior secured debt financing of the transactions at issue here (the "Facility 
Guarantees"). Additionally, and as further specified in the Exhibits to the Commitment 
Letter, the Facility Guarantees are to be secured by perfected first-priority liens on the 
assets of the respective guarantors, including the Company, as described in the 
Commitment Letter (the "Liens"). The terms and conditions of the Facilities, Secured 
Cash Management Agreements and Secured Hedge Agreements associated with the 
senior secured debt financing of the transactions at issue here are also identified in the 
Commitment Letter. 



8. While the terms of the Notes will be determined by market conditions at 
the time of the offering of the Notes, the affiliates of the Merged Wireline Business, 
including the Company, will be required to execute Guarantees of the new holding 
company's obligations under the Notes (the "Note Guarantees"). However, the Notes 
will be unsecured and will not be secured by Liens. 

9. Valor currently has $400 million in Senior Notes that will be assumed by 
the Merged Wireline Business to the extent the holders of such notes do not require the 
surviving corporation to repurchase the notes pursuant to certain rights that will be 
triggered by the transactions. To the extent that the Valor Senior Notes remain 
outstanding, the amount of the borrowings available under the $4.2 billion Facility will be 
correspondingly reduced by the dollar amount of such outstanding notes, and all 
affiliates of the Merged Wireline Business, including the Company, will be required to 
execute Guarantees of all obligations under the Valor Senior Notes (the "Valor Note 
Guarantees;'' the Facility Guarantees, Note Guarantees, and the Valor Note Guarantees 
are referred to collectively as the "Guarantees") and the Liens may apply equally and 
ratably to secure the obligations under the Valor Senior Notes. To the extent the Valor 
Senior Notes are tendered by their holders pursuant to the rights triggered by the 
transactions, borrowings will be made under the Facilities in the amounts required to 
repurchase such tendered Valor Senior Notes. 

10. The Guarantees will be contingent liabilities of the Company. The 
Facilities and the Notes will be serviced by the consolidated cash flows of the holding 
company for the Merged Wireline Business resulting from the merger transaction 
described herein. 

11. The Company will not make retail or wholesale rate adjustments as a 
result of the Guarantees or the Liens. The Guarantees and the Liens will provide 
specific benefits to the Merged Wireline Business by significantly reducing the debt 
servicing costs of the senior secured facility and the Notes. In addition, by virtue of the 
Guarantees and the Liens a revolving $500,000,000 credit facility will be available to the 
new holding company, and this will be a source of capital for use by the Company. 

12. The sources and uses of funds for the debt financing addressed are 
described in the Commitment Letter and are summarized in Exhibit I to the Petition. At 
the closing of the transactions, it is expected that the Guarantees will involve an 
aggregate of up to $5.74 billion in obligations as set forth in the Schedule of Proposed 
Debt. None of those funds and none of their associated obligations are directly 
payable by the Company. The Guarantees and the Liens are required for the 
reorganization and recapitalization of the Merged Wireline Business of which the 
Company will be a part. 

CONCLUSIONS 

Based upon the foregoing Findings of Fact in the entire record in this proceeding, 
the Commission is of the opinion and so finds and concludes that the transaction or 
transactions proposed and described in the Petition of Alltel Carolina, Inc.: 



(i) are for a lawful object within the corporate purposes of the Company; 
(ii) are compatible with the public interests; 
(iii) are necessary or appropriate for or consistent with the proper performance 

by the Company of its service to the public as a utility; 
(iv) will not impair the Company's ability to perform its public service; and 
(v) are reasonably necessary and appropriate to provide adequate funds for 

such corporate purposes. 

IT IS, THEREFORE, ORDERED as follows: 

That Alltel Carolina, Inc. is hereby authorized and permitted to execute the Valor 
Note Guarantees, the Facility Guarantees and the Note Guarantees (collectively "the 
"Guarantees") and to execute the documents to create the Liens described in its 
Petition. The approval given herein is limited to the execution of the Guarantees and 
the documents necessary to create the Liens. Any Lender or other party seeking to 
exercise any remedy under the Guarantees or the Liens as to any asset of Alltel 
Carolina, Inc. must petition the Commission for authority to take any such action; 

Based on the foregoing, Alltel Carolina, Inc., is hereby authorized: 

(i) to execute the Guarantees on the terms and conditions described in the 
Petition; 

(ii) to pledge assets or otherwise create the Liens as described in the Petition, 
on the terms and conditions described therein; 

(iii) to execute and carry out such instruments, documents and agreements as 
shall be necessary or appropriate in order to effectuate the transactions 
described in the Petition. 

IT IS FIJRTtiER ORDERED that the proceeds resulting from the financing 
transaction described in the Petition shall be used for the purposes described in the 
Petition. 

ISSUED BY ORDER OF THE COMMISSION 

This the 22nd day of February, 2006. 

NORTH CAROLINA UTILITIES COMMISSION 

Patricia Swenson, Deputy Clerk 



Pennsylvania 



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Joint Application of Alltel Pennsylvania, : Docket Nos. 
Inc. and Alltel Communications, Inc., for : A-3 10325F0006 and A-3 12050F0006 
approval required under the Pennsylvania : 
Public TJtility Code in connection with : 
the change of control of Alltel 
Pennsylvania, Inc. and certain changes : 
relating to Alltel Communications, Inc. : 

Registration of the Securities Certificate : 
of Alltel Pennsylvania, Inc., in Respect to : Docltet Nos. 
Loan Guarantees, Secured Cash : S-0006 1098 and S-0006 1099 
Management Agreements, Secured 
Hedging Agreements and First-Priority : 
Liens 

JOINT PETITION FOR SETTLEMENT 

Alltel Pennsylvania, Inc ("'Alltel PA") and Alltel Communications, Inc. ("ACI") 

(collectively "Joint Applicants"), Office of Trial Staff ("OTS"), Office of Consumer 

Advocate ("OCA"), and the Office of Small Business Advocate ("QSBA"), collectively 

referred to as the "Petitioners", pursuant to Section 5.232 of the regulations of the 

Pennsylvania Public Utility Co~~miission ("Commission"), file this Joint Petition For 

Settlement ("'Settlement") seeking resolution of the above-doclteted matters. In support 

thereof, Petitioners represent as follows: 

I. BACKGROUND 

1. On December 23, 2005, Alltel PA and ACI filed a Joint Application 

requesting approval for Alltel Corporation's ("Alltel") transfer of control of Alltel PA 

and transfer of certain customers and facilities of ACI to the coi-porate entity resulting 

from the merger of Alltel Holding Corp. and Valor Communications Group ("Valor") 



and to Alltel Holding Corporate Services, Inc. ("AHCS"), respectively. The transfers are 

intended to separate the Alltel corporate system's wireline local service operation into an 

independent stand-alone operation ("Merged Wireline Business"). Following the 

transfers, Alltel PA's custoiners and the former ACI customers will continue to receive 

their existing telecoimiunications services at the same rates, terms and conditions and 

any further changes in rates, terms or conditions of service will be consistent with the 

Public TJtility Code, the Coinmission's regulations and the Amended Alternative Fosm of 

Regulation and Network Modernization Plan of Alltel Pennsylvania, Inc. ("Amended 

Chapter 30 Plan") as approved by the Commission's Order entered June 23, 2005 as well 

as this Settlement. The transaction, as explained by Joint Applicants, is intended to 

better position the combined wireline entity to compete in the marlcetplace and provide 

telecorll~nunications services to consumers at competitive rates. This transaction as 

further asserted by Joint Applicants is intended to create new growth opportunities for the 

separate wireline entity, and to give the combined wireline business sufficient scale to 

compete on its own and to be able to take advantage of strategic, operational and 

financial opportunities. 

2. On January 21, 2006, Joint Applicants filed an Amended Joint Application 

and sought Cominission registration of a securities certificate in connection with various 

liens and guarantees relating to the financing of the transaction. JP Morgan and Merrill 

L,ynch have issued a coinrnitinent letter to provide up to $4.2 billion in borrowings to the 

new Merged Wireline Business. As part of the commitment letter, all affiliates, including 

Alltel PA, are required to provide a perfected first priority lien on their assets for the 

secured portion of the financing. 



3. The Joint Application as amended was filed pursuant to Chapter 11 of the 

Public TJtility Code. 66 Pa. C.S. $5 1101-1 103. 

4. On January 7, 2006, notice of the Joint Application was published in the 

Pennsylvania Bzllletirz. Protests and petitions were noticed as due on or before 

January 24,2006. 

5.  Notices of intervention andlor protests were filed by the OCA, OTS, 

OSBA and the Cornrnunicatioils Worlters of America ("CWA"). 

6. On March 1, 2006, based upon an agreement by all parties, presiding 

Administrative Law Judge ("ALJ") Angela T. Jones entered a Protective Order. 

7 .  On March 3, 2006, a prehearing conference was held. At the prehearing 

conference, a procedural schedule was established. A Second Prehearing Conference 

Order was issued by ALJ Jones on March 9, 2006. 

8. Joint Applicants filed statements of direct testimony on February 16, 2006. 

9. Pursuant to the procedural schedule, OTS, OCA, OSBA and CWA 

submitted pre-filed direct testimony on March 21, 2006. On March 28, 2006, Joint 

Applicants submitted pre-filed rebuttal testimony. 

Petitioners have held numerous discussions and, following discovery and submission of 

testimony, have arrived at terms and conditioris, set forth below, to resolve all issues 

arising in this matter. The Settlement consists of comproinises and concessions 

regarding the respective litigation positions of Petitioners so as to reach an amicable 

resolution in lieu of fili-ther protracted and expensive litigation. 



11. TERMS AND CONDITIONS OF SETTLEMENT 

11. In consideration of the mutual promises and provisions contained in this 

Settlement, Petitioners desire to conclude litigation of the above-docketed matters and to 

settle the contested issues, as follows: 

a. Under its Amended Chapter 30 plan, Alltel PA is required to file 

an annual price cap filing. ' Under the Price Stability Mechanism in its Amended Chapter 

30 Plan, Alltel PA on an annual basis has the opportunity to increase its rates for 

noncompetitive services based upon the percentage change in the Gross Domestic 

Product - Price Index ("GDPPI") with a 0% inflation offset. On or before April 30, 

2006, Alltel PA will be filing its annual Price Stability Mechanism filing,2 which based 

upon the experienced change in the GDPPI, would result in an increased annual revenue 

opportunity of approxilnately $3,200,000. The weighted average Alltel PA R-1 and B-1 

rates are $16.00 and $24.50, respectively. As part of this Settlement, Alltel PA will not 

increase its weighted average local exchange rates for residential or business services 

(i.e., R-1 or B-1 rates) prior to June 1,2009. 

b. While Alltel PA shall be pertnitted to bank increases for the period 

covered by the foregoing provisions, i.e. through March 3 1, 2009, Alltel PA may not in 

the future use these banked increases to increase R-1 and B-1 rates.. Nothing contained 

herein modifies AL,LTEL PA's right to raise rates other than R-1 and B-1 rates. 

I See Amended Chapter 30 Plan, Part 3, Price Stability Plan for Noncompetitive Services ("Price Stability 
Plan"). 

'AS a resrrlt of the filing of this Settle~llent and pending resolution thereof, Alltel PA will seek an extension 
for filing its Price Stability Mechanism, and request a permanent change to June 30"' for filing its annual 
PSM filing. 



c. The foregoing rate limitation, however, shall not preclude Alltel 

PA's right under its Price Stability Plan to seek increase(s) in its local exchange rates 

including its residential and business exchange rates greater than $16 and $24.50, arising 

from or as a result of: 

(I) Decision(s) of or arising from the Federal Communications 

Co~nmission and Pennsylvania Public TJtility Commission, 

-. TJnified Intercarrier Compensation Regime and USF 

doclcet(s) to the extent the decisions result in a direct loss of 

intrastate jurisdictional revenue or result in a direct increase 

in intrastate jurisdictional costs; or 

(2) Exogenous events as defined in Part 3, A, of Alltel's 

Amended Chapter 30 Plan. Alltel PA aclcnowledges that 

the decision to separate from Alltel wireless and to merge 

with Valor Communications Group as detailed in the Joint 

Application is an event within Alltel PA's control for 

purposes of Part 3, A of Alltel PA's Amended Chapter 30 

Plan. Alltel PA further acknowledges that it has the burden 

of proof in any exogenous event filing and that Alltel PA 

will have to prove that the exogenous event satisfies the 

teims of its approved Chapter 30 Plan. Nothing herein 

limits the ability of parties to challenge such a filing. 

d. Alltel PA shall accelerate its universal broadband availability 

commitment in Part 1A of its Arnended Chapter 30 Plan, on ten (10) business days 



notice, from 80% to 84% by December 31, 2010. 

e. From and after the effective date of this Settlement and continuing 

through March 31, 2010 or any such earlier date at which the guarantee and lien set forth 

in the Joint Application, as amended, are released with respect to Alltel PA, Alltel PA 

shall not: 

(1) Guarantee, other than those set forth by the Joint Application, the 

debt or credit instruments of Alltel Holding Corp. or any affiliate not 

regulated by the Co~mission; or 

(2) Grant any mortgage or other lien other than those set forth by the 

Joint Application or otherwise pledge as security for repayment of the 

principal or interest of any loan or credit instrument of Alltel Holding 

Co1-p. or any affiliate not regulated by the Commission any property used 

and usef~11 in providing retail utility service to the public subject to the 

Co~mnission's jurisdiction; or 

(3) Make any loan or otherwise extend credit to Alltel Holding Corp. 

or any affiliate not regulated by the Comnission when the tenn of the loan 

is 365 days or greater at an interest rate less than market. 

(4) Nothing in this section e, shall preclude Alltel PA from seeking 

Comlnission approval of (i)any replacement or substitute financing which 

does not exceed the aggregate principal amount of debt contained in the 

Joint Application, as amended or (ii) any guarantee, mortgage or lien as 

security for repayment of pre-existing indebtedness of a company that 

becomes an affiliate of Alltel PA as a result of an acquisition (by merger 



or other transaction) if such security is required under the terms of the debt 

or credit instnlments for such indebtedness due to the existence of the 

guarantee or lien set forth in the Joint Application, as amended. With 

respect to any replacement or substitute financing referred to in this 

paragraph 4 Alltel PA agrees not to seelc to refinance more debt than the 

sum of the actual amount of outstanding term loans at the time of the 

refinancing, plus the $500 million available under the Revolving Credit 

Facility. Further, Alltel PA is not precluded from obtaining other debt 

financing which does not require a lien on Alltel PA's local property. 

Alltel PA will serve the parties hereto with any filing relative to Alltel PA 

under this section e(4) and the parties reserve the right to oppose any such 

filing. 

f. From and after the effective date of this Settlement and continuing 

through December 3 1, 2010, Alltel PA agrees to not pay any dividends in excess of 90% 

of annual net income." 

g. Alltel PA agrees to notify the Co~nmission of certain service 

quality reports as provided in the Co~~mission's regulations at 52 Pa. Code Section 63.55. 

In addition, through December 31, 2008, Alltel PA agrees to advise the OCA and OSBA 

if Alltel PA's service outage repair index falls below 80% restoredlrepaired within 24 

hours: (a) in any month across the Alltel PA system as a whole; or (b) for three 

consecutive months in any one exchange. In the event of such notification, Alltel PA 

' ~ e t  income is Operating Revenue minus Operating Expenses pluslminus Non-Operating IncotneIExpense 
minus Fixed Charges n ~ i n i ~ s  lncolne Taxes. 



also commits to meet with OCA and OSBA to discuss and to address possible remedies 

or actions to be undertaken by Alltel PA. 

h Alltel PA will employ the appropriate level of resources, including 

workforce, network and investment, necessary to achieve the continuation of quality 

service to Alltel PA's existing and prospective Pennsylvania customers. Alltel PA will 

not reduce the number of its employees as a result of the wireline spin off and related 

merger with Valor. From the date of Commission approval of this Settlement through 

June 30, 2008, the Petitioners agree that a rebuttable presumption shall exist that 

reductions by Alltel PA of its number of ernployees are a result of the wireline spinoff 

and related merger. This commitment does not preclude Alltel PA from changing 

(reducing or increasing) the leveI of employees for matters unrelated to the spin off and 

the related merger. Alltel PA will report on the anniversary date of the Settlement 

approval the number of fill1 time ernployees of Alltel PA for each year, including the date 

of Settlement approval, and explain changes in the work force numbers for a period of 

four years. 

i. Alltel PA will employ the appropriate level of benefits for its 

worltforce as is necessaly to achieve the continuation of quality service to its existing and 

prospective Pennsylvania customers, while remaining competitive. Except for the 

requirement to recreate the pension for the Merged Wireline Business, Alltel PA will not 

change its pension program for existing Alltel PA employees as a result of the wireline 

spin off and related merger with Valor. This commitment does not preclude Alltel PA 

from changing its pension benefits for Alltel PA employees for matters unrelated to the 

spin off and merger. The pension assets for existing ALLTEL, PA employees will be 



divided between ALLTEL and the Merged Wireline Business in accordance with the 

Confidential Ernployee Benefits Agreement as provided to the parties. 

j. The Application of AHCS at Docltet Nos A-311402 and A- 

3 1 1402F0002 should be approved simultaneous herewith. 

12. This Settlement is expressly conditioned upon the entry of a final 

Corrllnission Order approving all specific terns and conditions contained herein without 

modification. The Settlement proposed herein will go into effect upon the Cornmission's 

entry of a final Order approving this Settlement and all its terms and conditions without 

modification. 

13. This Settlement is made without any admission against or prejudice to any 

position that any Petitioner either has made or might make in any other proceeding. 

This Settlement cannot and should not be used as precedent in any other proceeding, in 

this jurisdiction or elsewhere. It is also made without any admission against or prejudice 

to any position that any of the Petitioners may have advanced or lnay advance in any 

other proceeding and without pre,judice to their respective positions concerning the 

merits of the issues presented in this proceeding if this Settlement is rejected by the 

Cormnission or withdrawn by any of tlie Petitioners as provided below. If this 

Settlement is not approved, no adverse inference shall be drawn against any Petitioner as 

a consequence of any matter set forth lierein. Commission approval of this Settlement 

shall not be construed or cited as binding or persuasive precedent in any other 

,jurisdiction, or in any other Corrllnission proceeding, or in any appeal from a 

Com~nission proceeding, except to effectuate the tenns and conditions of this 



Settlement. This Settlement is a compromise and is conditioned upon the Commission's 

approval of all the tenns and conditions contained herein without modification or 

amendment, except that this paragraph shall be effective regardless of whether the 

Settlement is accepted and adopted by the Commission. Joint Applicants reserve the 

right to present arguments and positions as to any issues in any proceedings before the 

Commission, including but not limited to, any universal service or intercarrier 

compensation proceeding and to implement any resolution resulting therefrom. 

14. If the Commission should not approve or should modify the terms and 

conditions herein, this Settlement may be witlldrawn by any Petitioner upon written 

notice to the Co~miiission and all otlier Petitioners within ten (10) business days of entry 

of the Commission's Order. In such withdrawal event, this Settlement shall be of no 

force and effect, except this paragraph and paragraph 13 herein, and Petitioners reserve 

their respective rights to conduct cross-examination, briefing and argument, and to take, 

without prejudice, positions different from the tenns of this Settlernent. In the event of 

such withdrawal, this Settlement Agreement shall be tenninated without admission 

against or prejudice to any position, which any Petitioners might adopt during any 

subsequent hearing. 

15. The Petitioners expressly agree that this Settlement shall be modified only 

by a written document signed by all of the Petitioners. 

16. It is explicitly stated herein and understood by Petitioners that this 

Settlement coristitutes a negotiated resolution of the issues raised at Docltet Nos. 



A-3 10325F0006 and A-3 12050F0006, as well as S-00061098 and S-0006 1099, with 

bargained-for concessions supporting the terns and conditions contained herein. 

17. The Petitioners specifically agree that the Commission's approval of this 

Settlement without modification resolves all issues raised in this proceeding and/or 

specifically addressed herein and precludes the Petitioners from asserting contrary 

positions during subsequent litigation. 

18. This Settleinent constitutes the entire agreement among the Petitioners. 

The Petitioners agree that it supersedes and controls all prior communications, 

correspondence, agreements, or prior drafts of agreements existing among the Petitioners 

or their representatives relative to the matters contained herein. This Settlement is 

detei~niiiative and conclusive of issues addressed herein and, upon the entry of a final 

Conunission Order, that is not stayed on appeal, approving the Settleinent, constitutes a 

final adjudication as to the Petitioners. 

19. Except as explicitly set forth in this Settleinent, there are no 

representations, warranties, or inducements, whether oral, written or expressed or 

implied, that in any way affect or condition the validity of this Settleinent or alter its 

terns and conditions. 

20. The existence of this Settlement and the tenns and conditions of the same 

do not require, and shall not be constmed as requiring, that any Petitioner extend this 

Settleinent or any provision set forth in this Settlement to any other entity or person. 



21. In corijunction with the entry of a final Commission Order approving this 

Settlement, the Petitioners request that the Co~nmission shall mark the above dockets 

closed. 

22. This Settlement shall be governed by and construed in accordance with the 

laws of the Colmnonwealth of Pennsylvania, without giving effect to the principles of 

conflicts of law. 

23. This Settlement may be executed in one or more counterparts, each of 

wliicl~ shall be considered an original, and all of which taken together shall constitute one 

and the same instrument and shall be effect on the latest date signed. 

111. PUBLIC INTEREST CONSIDERATIONS 

24. In recognition of the Commission's policy in favor of seeking negotiated 

settlements to contested proceedings (See, 52 Pa. Code 8 5.231), the Petitioners have 

reached an amicable resolution to this dispute as embodied herein. 

25. Approval of this Joint Petition is in the public interest when approved as 

proposed. Specifically, the Settlement includes: (a) a significant rate stability provision; 

(b) an accelerated broadband comnitment; (c) resource co~nmitrnents for the continuation 

of service quality ; and (d) other financial colmnitrnents and rate change opportunities. 

26. Approval of this Joint Petition is also in the public interest in avoiding the 

time, expense and uncertainty of further litigation regarding the specific facts and 

circumstances that may arise in this proceeding. The Petitioners will reserve the right to 

file Statements in Support under separate cover. 



IV. CONCLUSION 

WHEREFORE, the Petitioners, intending to be legally bound, respectfully 

request that the Administrative Law Judge recommend the approval of and the 

Cornrnission approve the Application, the Amended Application and the security 

registration as modified by the Settlement tellns and conditions set forth herein, without 

modification, and take any other actions as are necessary and appropriate to carry out the 

terms and conditions of this Settlement. 



Respecthlly Submitted, 

By: By: 
Patricia A~~nstrong, Esquire Robert V. Eclcenrod, Esquire 
D. Mask Thomas, Esquire Pennsylvania Public TJtility 
Regina L,. Matz, Esquire Co~nmission 
Michael L,. Swindler, Esquire Office of Trial Staff 
THOMAS, THOMAS, Commonwealth ICeystone Bldg. 
ARMSTRONG & NIESEN Harrisburg, PA 17 105 
2 12 Locust Street, Suite 500 
Harrisburg, PA 17 1 0 1 

On behalf of ALL'TEL Pennsylvania On behalf of Office of Trial Staff 
Inc and ALLTEL Communications, 
Inc. 

By: By: 
Philip F. McClelland, Esquire Sharon E. Webb, Esquire 
Shaun A. Sparlts, Esquire Office of Small Business Advocate 
Office of Consumer Advocate 300 North Second Street, Suite 1 1 02 
555 Walnut Street, 5'" Floor Hanisburg, PA 17 10 1 
Harsisburg, PA 1 7 1 0 1 

On behalf of Office of 
Consumer Advocate 

On behalf of Office of Small 
Business Advocate 

Dated: April 6, 2006 


