
EXHIBITS 



EXHIBITNO. I 



Lydia R polley 
Vice Pmidmt, Gmwl CDunsd 8: Secrrtat)i 
V i a  

Mx) E. Main St, Suite 1100 
Richmord. VA 23219-Nl 
Voice &X-772-1547 
Fa 8W772-2l43 
E&I: lydia.r.pUq@wrizmcom 

July26,2005 

Robert M. Gillespie, Esquire 
State Corporation Commission 
Post Office Box 1197 
Richmond, Virginia 232 18 

Re: Case No. PUC-2005-00051 
p 

Dear MI. Gillespie: 

Please note that the Attachments provided in response to Staff Set 1, Question 8, were 
inadvertently marked "Confidential." Speciklly, eight attachments that were provided on 
CD, with Bates Numbers m g h g  &om Va 00000001- Va 00000758, mistakenly bear the 
"Confidential" marking. 

These documents are press releases and analyst reports, which are publicly available. 
Petitioners are not seeking to have them m t e d  as "Confidential" under the horective Order in 
this case. 

Please let me know if you have any questions. 

Copy to: 
Alexaudm P. Skirpan, Esquire @Mail) 
Penny SedgIey @Mail) 
Kathleen Cummings @Mail) 
Steve Bradley @Mail) 
Sheree King @Mail) 
Rober&Dalton@h4d) 
C. Meade Browder, 11. @Mail) 
AshIey Beuttel, Esquire @Mail) 
JoAnue L. N o h ,  Bsquire (E-Mail) 
Kim Bland F'imce, Esquire @Mail) 
Andrea P. Eiimonds, Esquire @MaiI) 
Michelle Painter, Expire @Mail) 
Eric M. Page, Esquire @Mail) 
Jocl H. Peck, Clerk (Letter only) 
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Thursday, February  17,2005 

Doug Colandrea 
212.272.3416 
dcolandrea@bear.com 

Anthony McCutcheon 
212.272.5572 
amcculcheon@ear.com 

BellSCJllth I 
SBC 

Veriwn 
sprint 

Verizon Wireless 

Verizon Confidential 

HIGH GRADE RESEARCH 

Verizon (VZ) MIA+ 
Acquiring MCI. .. Will Spin Occur? 

B1 Summary of MCI Deal Terms 
Verizon announced an agreement to acquire MCI for $8.9 billion, or $20.75 
per share. In the fmt year following the closing (which should take about one 
year), Veriwn expects EPS to be diluted by $0.10 per share (excluding 
acquisition costdamortization of intangible assets). By year three 
management expects the acquisition to be breakeven from a EPS perspective, 
and cash flow positive. 

18 Potential for Wireliue Spin? 
What does MCI mean for a poteotial wireliiw spin? At the very least, we believe it 
postpooes the spm until late 2006 if’ it murs at all. We would find it bad to imagine 
that Verizon would try to spin-off a large chunk of access lines while they are 
awaiting approval fium the regulators (states regulators included) ou MCI. We believe 
this would be a positive development for some of the opmtiug telephone debt, 
ptimlarly VZ Florida and VZ California. 

Rating Actions Post-MCI 
Moody’s, S&P and Fit& all placed VerizOn’s ratings (M/A+/A+) on review for 
downgrade as well as all of the operating telephone company debt. We believe 
that the higbest risk fop a downgrade lies at S&P. Ultimately, we believe both 
Moody’s and Fitch will a f f i  Verizon’s ratings once they get comfortable with 
Verizon’s ability to realm the expected synergies ofthe deal. 

e 4404 Access Lines Results Are Not Great 
VerizOn posted fourth quarter access line gmwth for its operaring telephone 
companies on its website. Of the 16 operating telephone companies listed, twelve 
experienced a iiuiher decline in access line losses from 3904. In fact, nine are at 
the lows over the last seven quarters. One notable sedit  was VZ New York, 
wbere access Line losses are now greater than 6.0%. GTE Southwest is ow. far 
behind ai 5.6%. We expect Moody’s to make iimher rehmen t s  to some opoo 
ratings in the MmWApril timeframe. 

F3 Conclusion 
Our mclusion is that we main  positive on the Verizon story. We believe t ha~  
the b a t  way to play the name is thmugh exposure to VZ Global Funding, GTE 
COT. (when it trades 5-10 cheap to VZ-GF), and select operating company 
papcr. We bclievc that credits that are both strategic and an hadiug on top of the 
weekest-mted operating company (i.e. New York) are amactive. These credits 
include VZ V i n i a ,  VZ Florida, VZ California and VZ New England. 

Bear S e a m  acfed asfinancial advisor and rendered a fairness opinion to Verizon in its announced fransaction with MU 
Please see important Regulation AC intonnotion on the h i p a g e  of fhis report. 

R E A R .  S T E A R N S  & CO. INC. 383 MADISON AVENOK. NEW YORK. NY 10179 12121 2 7 2 - 2 0 0 0  WWW.BKAFSTKARNS.COM 
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Verizon Confident ia I 

Summary of Deal Terms 
Verizon announced an agreement to acquire MCI for $8.9 billion, or $20.75 per share. The total 
valuation is comprised of $4.8 billion in equity ($14.75 p a  share) and $4.1 billion m net debt. In 
addition, MCI shareholders will receive $488 millioo io cash ($1.50 per share) and $1.463 billion 
($4.50 per share), which will be paid from MCI’s $5.5 billion cash balance. According to 
managemen< the cash consideration could be subject to change depending on MCI’s bankruptcy- 
related claims, which are currently capped at $1.725 billion. If claims (bankruptcy, state and 
international claims) exceed this amount then the $488 million will be reduced by a like amount, 
carrying over to the equity portion of the deal if necessary. Using a co11~en1sus 2005 EBITDA 
estimate of $2.1 billion, Verizon is acquiring MCI for 4 .24~ .  compared with AT&T’s acquisition 
multiple by SBC of3.93~. 

Financial Impact per VZ Management 
In the f a t  year following the closing (which should take about one year), Verizon expects EPS to 
he diluted by $0.10 per share (excluding acquisition costdamottization of intangible assets). By 
year three management expects the acquisition to be breakeven from a EPS perspective, and cash 
flow positive. The NPV of expected savings and incremental value from the acquisition is 
estimated to be $7 billicm, with 80%-85% coming from the expense side and remainder from 
revenues. Included in the NPV calculation is $1-$1.5 billion (which Verizou expects to spend 011 

integration), and $2 billion (which will be allocated to capital investment). From an EBITDA 
perspective (excluding the expected $1-$1.5 billion in integration expenses), V&ou expects 
savings to contribute $500 million in year one, $750 million in year two, and $1 billion in year 
three and beyond. Savings will be derived from headcount reductions as well as network 
efficiencies and IT modernization. 

Rating Actions 
Moody’s, S&P and Fitch all placed Verizou’s ratings (AXA+/A+) on review for downpde as well 
as all of the operating telephone company debt We believe that the highest risk for a downgrade lies 
at S&P. Ultimately, we believe both Moody’s and Fitch will affi Verizon’s ratings once they get 
comfortable with Vaizon’s ability to realize the expected synergies of the deal. 

Before the AT&T and MCI transactions, Moody’s actnally rated Verizon (AZ/stable) slightly 
h i h a  than SBC (Aunegative). From our perspective, we believe Verizon desires a higher credit 
rating than SBC. Given that AT&T was a much larger transaction-not only on an absolute basis 
($22 billion in enterprise valne versus $8.9 billion) but also as a percentage of the a c q ~ i r ~ ’ ~  
market capitalization (20% for SBC versus 7% for VZ)-we do not see this relationship changing. 
In other words, we expect Verizon to continue to be recognized by Moody’s as a better credit We 
would expect SBC to be downgraded to A3/stable, while Verizon gets afiinned at A2 with a 
negative outlook. 

Recommendation 
What does MCI mean for a potential wireline spin? At the very least, we believe it postpones the 
spin until late 2006 if it occurs at all. We would find it hard to imagine that Verizon would ~IY to 
spin-off a large chunk of access lines while they are awaiting approval from the regulators (states 
regulators included) on MCI. Could MCI cause management to reconsider their position on the 
wireline spin? We would not be surprised if they are and we may have seen the fmt  sign ofthis on 
Verizon’s fouah quarter conference call when management seemed less committed to the idea. 
We believe this would be a positive development for some of the o p t i n g  telephone debt, 
particularly VZ Florida and VZ California, because these are fairly solid credits that are trading on 
top of VZ New Yo& which is the weakest operatiog company. 
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EXKIBIT 1: 
MOODY'S DECEMBER 2004 

RATING ACTIONS 

What About The Operating Company Debt? 
Moody's also has some ootstaudmg issues with the operating company debt Las~ December, 
Moody's made a number of rating adjustments to the operating company debt (curreatly they are 
all on review for downgrade as a result of the MCI acquisition), and we would expect them to 
resolve these issues over the next few weeks (as they indicated in their December releax) as 
fourth quarter financials become available for the operating companies. See Exhibit 5 where we 
highlight ow methodology for raokmg the operatiog company credit &om which we then assign 
our Bear rating. 

. I--"-"-'---. 
VZNnvEngland N&"C 
, V Z S o U t b  Stable 
V Z N d  Positive 
vz Peonsyhr.oia Watch Neg 
VZNcvIasey Watch Ncg 
vzwireless POSiIiW 
VZ Virginia Negative 
VZ Mwland NqatiW 

4QO4 Access Lines Results Are Not Great 
Verizon posted fourth quarter access line growth for its operating telephoue companies on its 
website. Below, we highlight the results: 

EXHIBIT 2: 
YGul a!'u( YEAR ACCESS 

LINE G R O W  

Of the 16 operating telephone companies listed, twelve experienced a tinther decline io access line 
losses from 3QO4. In f&t, nine are at the lows over the last seven quarters. One wtahle credit was 
VZ New York, where access l i e  losses are now greater t ho  6.0%. GTE Soothwest is not far 
behind at 5.8%. We thought we mold  have seen some stabilization in access l i e s  declines given 
recent UNE-P regulation that led to both AT&T and MCI pulling back from their comumer 
businesses. Om sense is that these rates did not take effect until late December 2004/earIy January 
2W5. We hope to see some stabilization in the fust quarter of 2005 as these trends need to be 
monitored on a quarter-hyquarter basis. Putting Exhibit 1 together with Exhibit 2 (recognizimg 
that we have not yet seen the 4404 financial statemeots for the operaliog companies), we expect 
Moody's to take d n g  action on at least VZ Pennsylvania, VZ New Jmey, VZ V i a  and VZ 
Maryland. One can no1 d e  out a possible outlook change to negative at VZ New Yok 
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Ranking the Operating Companies 
As we have discussed in earlier reports, Moody's seems very focused on two mehks: access line 
losses and EBITDA margins. Exhibit 4 below shows a graph using these two variables and it's no 
surprise that VZ New York and VZ New England are in the lower right quadrant (high access Line 
losses and low EBITDA margins). 

EXHIBIT 4: 
4Q04YoYACCFSS LINES 65% 

DECLINES VERSUS 

DE VA 
S N .  =A* NINE-MONTH ENDING SEPT - 

soulh * '04 EBITDA MARGCVS 5Vh - 

sw 
I 45%- 

f: 35%- 

- 
r4m- %Dc 

*NE 
3w.. 

25% - 
7a% - w* 

Last June, we publ i id  8 piece that ranked the operating wmpny p~per by strut+ of meir d i t  
profiles using margins and leverdge BS a guide (not by slrategic value). Below is the prim ranking: 

Ranking 
1 VZMluyland 
2 vzv ig in ia  
3 VZ New Jmey 
4 VZ California 
5 VZNoah 
6 VZSouth 
7 VZPennsylvania 
8 VZNorthwest 
9 VZ Florida 
10 VZ New England 
11 GTE Southwest 
12 VZNewYodr 

'Nore rho: we onty mmWopemtinp cornpony debt ihot haded somewhat mtidy 
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We have updated that analysis using four mebics; leverage, EBITDA margin& a w e s  line growth, 
and pBITDA-capex)/imterest (see Exbibit 5). We assigned equal levels o f  importance to these 
mebics by simply ranking each operating company from best to worst ( I  for best and 15 for worst) 
in each category and then aggregating the values. We have included a column wbich shows our 
Bear credit rating as well: 

EXHIBIT 5: 
OPCO RANKmcs 

It also is very important to recognize that both S&P and Fitcb take a consolidated rating approach 
with respect to opaating company debt. This took on greater significance after k h a n  decided to 
include the Fitch ratings io their Index. This certainly will benefit credits like VZ New York if 
Moody's decides to take further rating action as it should limit forced selling. Below, we highlight 
all tbe ratings for the operating companies fiom the three major rating agencies. 

 EXHIBIT^ RATINGS 

VZ Global Funding 
VZ California 
VZ Delaware 
VZ Washington, D.C. 
VZ Florida 
VZ Hswaii 
VZ Maryland 
VZ New England 
VZ New Jersey 
VZ New York 
VZ North 
VZ Northwest 
VZ Pennsylvania 
vz south 
GTE Southwest 
VZ Virginia 
VZ West Virginia 
VZ Wireless 
NYNEX carp 
GTE Carp 
Telemm herm Rico 

A2 
AI  
A d  
Aa3 
AI  

Baal 
Aa3 
A2 
Aa3 
BaaZ 
AI 
AI  
Aa3 
A2 
A2 
Aa3 
A83 
A3 
A3 
A3 

Bas1 

- 
WatchNcg 3' A+ 

Stable 8 BBB+ 

watch Ncg 
watch Ncg 

watcb Ne* 
Watch Neg 
Watch Neg 
watch Neg 
Watch Neg 
Watch Neg 
watch Neg 
Watch Neg 
Watch Neg 
Watch Neg 
Watch Neg 
Watch Neg 
watch Neg 
Watch Neg 
Watch Neg 
Watch Ncg 

Watch Neg 
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V Z  Penosylvania 5.650 I1115/11 +56 +41 
VZ Newlaspy 5.875 1/17/12 tS8 t42 
VZNewEnglasd 6.500 9/15/11 +56 +43 
VZNewYork 6.875 4/1/12 +68 +SI 
VZVirgiria 4.625 3115113 +I8 +52 
VZFlorida 6.125 1/15/13 +78 +54 
VZNwEngland 4.750 10/1/13 +88 +58 

Ve rizon Confident ia I 

Conclusion 
Our conclusion k tbat we remain positive on the Verizon story. We believe that the best way to 
play the name is through exposure to VZ Global Funding, G E  Corp. (when it wades 5-1 0 cheap 
to VZ-GF), and select operating company paper. We still believe that operating company paper 
should trade 20-25 bps behind VZ Global Funding. As Exhibit 7 highlights, a number of operating 
companies are trading 25-30 bps cheap IO Global Funding. 

Two credits that we believe are strategic in nature are VZ Florida and VZ California; there is some 
concern in the market that they are not strategic, and may be part of a possible wireline spin-off m 
the fum. Another point is that even some o f  the operating companies like VZ New York and VZ 
New England, where we assign very litfle probabdity of being affected by a wireline spin-off, are 
trading on top of VZ Florida and VZ California. We believe that because the market appears to be 
assigning very little credit differentiation in these operating companies, herein lies the opportunity. 

EXIIIBIT~: 
R E L A n w  VALVE 

IVZ Maryland 6.125 3/1/12 

V Z  New York 7375 41/32 
VZCslifoda 6.750 5115Rl 
VZFlorida 6.860 2/1/28 
V Z  N o h  6.730 2/15/28 

We believe that credits that are both strategic and are hading on top ofthe weakest-rated operaCing 
company (Le. New Yolk) are attractive. These credits include VZ Virginia, VZ Florida, VZ 
California and VZ New England. We believe Once there is clarity to the wireline spin-off (which 
we would assign a lower probability of occurring) lhe spreads of the remaining Operating 
companies should compress to 20-25 hps behind Global Funding spreads. As for VZ New York, 
we believe the access line peifannance in the fourth qua~ter-coupled with little or no margin 
impmvement-could lead to an outlook change. We do not consider VZ New Yo* to be in 
jeopardy of f a lhg  below investment-grade at this stage. We would lighten-up on VZ New Yolk 
in the near-tam, because that paper could grow more amactive during the year (at the very least, 
we could have capacity to add to the name). We would look to add at that time. 
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 EXHIBIT^: 2005E 

46.319 15.900 62219 I 
14,808 1,550 16,358 
61421 17*45J1 ?V?? 

EBITDA 29,123 2,100 31,223 
Margin 38.6% 11.7% 33.4% 

Total Debt 37.692 5.938 7.663 45.355 

Total DebtlEBITDA (x) 1.29 1.45 
Net DebtEBITD.4 (3 1.25 1.29 
*ZOOS mnsemFnses.+tl?les for r-w end EBZlDA 

Net debt 4,100 
TO@ a+Mti9n VnIuC 8 9 @  

MCI 2005E EBITDA* 2,100 
Multiple 4.24 
*ZOOS Mnsen.3w erflmsfe 

EXIUBIT 10: NET DEBT CALCULATION 

IMCI total debt 5,938 I 
New cash balance (3,549) 
Pro forma net debt 2,389 

1.725 
4,lM . . _  B&ptcy claims 

plawpetm 
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EXHIBIT 11: V E R I ~ X I N - ~ ~ X N I ~ A ~ O N A L  CHART 

r 

-- 

J e Y 
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V-n Virginia 6.125 $100 $100 07/15/05 Debenrvres 
veri7.m Virginia 7.625 $100 $100 12/01/12 Debentures 
vcrizon Virginia 4.625 51,ooO $1.000 03/15/13 Notes MWt25 
v&on Virginia 7.875 $100 $100 01/15/22 Debentures 
vcrizm Virginia 8.375 __ $100 $100 IO/Ol/29 D e b a N m  

s1,400 

verizan Delaware 8.375 SI5 $15 09/15/19 Debent- 
verizan Delaware 7 . m  $20 $20 12/01/23 Debemurs 12/1/13 @ 100 
V&OIl Dslaware 8.625 - $15 SIS 10/1Sr31 Debentures 

$50 

Vmimn New Jerncy 5.875 S1,ooO $1,000 01/17/12 Dehhra MW+30 
Veriron New Jmey 8.m $200 $200 06min2 ~ ~ b m h r a  
V-n New Jnsey 6.800 $100 $100 12/35/24 L k b a N m  12/15/08 @ 101.54 
Verizan New Jersey 7.850 - SI50 $150 11/15/29 Debentures 

51,450 

veriron New York 
Verizan New Y a k  
V&n New Y a k  
Verizon Nnu Y a k  
airon Nnu Ymk 

V-n New Ymk 
erimn New Ymk 

VCrimn New York 
Verizon New Yak 
Verimn New Yak i Verizan New York 

6.500 
6.030 
6.125 
8.625 
6.815 
7.000 
7.000 
6.700 
6.500 
7.315 
7.000 

$200 
$250 
$250 
$150 

s1,Ow 
$100 
$100 
$250 
$100 
$500 

SZM) _ _  .-- 

s200 
$250 
3250 
SISO 

$1,003 
$100 
$100 
$250 
$100 
$500 
$200 

03/01/05 
04/15/08 
01115110 
ll/l5/lO 
04/01/12 
05/01/13 
06/15/13 
11/0li23 
04/15/28 
04/01/32 
12101/33 
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VEWON PLTBLIC DEBT OUTSTANDING (CONT’D) 

verizon Florida 6.250 $100 $100 11/15/05 Deb- 

VeriEOn Florida 7.250 $100 $100 10/15/25 Debennues 10115/05 @ 103.23 
VerLOn Floridn 6.860 __ $300 16300 02/01/28 Debentures 

V&On Florida 6.125 $350 $350 01/15/13 Deberrmres MWt40 

$850 

Verizon Nonh 
Verizoo North 
V h n N m t h  
Vnizon North 
VaLon North 
Verizon North 
V&m North 
VerLwNarth 

6.400 $150 
6.900 $250 
5.650 $250 
6.375 $200 
5.634 $92 
5.604 $102 
7.625 U2w 
6.130 - $200 

$1.445 

SI50 02/15/05 
$250 11/01/08 
$250 11/15/08 
szw 02/15/10 
$92 01/01/21 

Sloz 01/01/22 
$200 05/15/26 
SZW 02/15/28 

VerLon South 6.125 $225 $225 06/15/07 Deben- 
verimn south 6.000 $125 $125 02/15/08 Debentures 
ve&n south 7.500 $250 $250 03/15/26 Debenfuns 3/15/06 @ 103.1 
v 5 i w n  south 7.000 __ $300 $300 04/30/41 BabyBond 4/30/06 @ 25 

$wo 

6.600 $75 $75 09/22/05 
6.360 $450 $450 04/15/06 

7.510 $500 S5W 04/01/09 
6.840 SMX) SMK, 04/15/18 
8.750 $300 $300 11/03/21 
7.900 $so0 $500 02lOlfl7 
6.940 - $800 S8W 04/15/28 

6.460 $250 $250 04/15ms 
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VEBIzoN hlBLIC DEBT OUTSTANDING (CONT'D) 

FRN 51,525 51,525 05/23/05 FRN 
5.375 s2,5w S2.W 12/15/06 Notes 

54,025 
MW+20 

6.650 $400 S4W 05/15/06 CompanyCunramee MW+15 
6.8W ___ 03w $300 05/15/09 CompailyG-tee MW+15 

wnn 

-52 -  
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ErWenrnLych Ve r izo n Confident i a I 
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StuaRossmiUer, CFA 
(1)212449-3946 

smart-rossmiller@ ml.com 

Bess olansky 
(1) 212 449-7078 

bess-oransky@ml.com 

Verizon Communications 
Implicutions for l3o'ondfiolder.y of &f CI ilcpfrifiori - Srute 
Kegulutors Guin Negotiating Leverage 

United States 
Telecommunications 

Investment Recommendation: Overweight 

Verizon Communications W E  AzL/A+Lj has airnounced an agreement to 
acquire MCI (MCIIP: IJ2TM+T) for $4.8 billion m eqnitg and $48x mNim in 
cnsh. In nddilion. MCI will pax quarterly and spccbt diviticnch of $4.50 per 
share. toulaling $1463 biflion. Verizort will also wum* net dcbl at MC1 d $I 
billion. 
We view thk trartMtciion as pcrjitive for Prizun a s  it allow3 them tu rcliltively 
inewptnsivdf accw the enterprise segulent with Eittle inrpaci on li~eir credit 
ntel+ics. W e  believe &a1 Vcrizon wil l  uwst likrfy be rated A2lX p&-acqui%itifin 
and we dn no1 envision Y~rimn guiirantering MCl's debt. 

Verhon Globnl funding 
To the extent that MCI's cash resou~ces are insufficient to retire its debt (see below). we 
would Iwk for refinancing to take place at this funding a m .  

Verizrm Opmting E:tmipasde 
Boston-to-DC Carridor (Bell AtlaoIidNNynu) -we vicw thcse operations as the most 
swtegic to Verizon and therefore expect little impact from the MCI acquisition. 

GTE "Core" Iporidq Texas. California) - these assets as likely to be linked to 
MCI's national network, tying their ~ U N R S  more closely with hose of the former 
Bell AtlantiuTiynex operating companies. 

GTE "NonCore" (Nofi, South. Northwest) -the necessity of state regulatory 
approval for the MCI wcquisition is likely to sideback the 'repositioning" ofthese 
a a z s  lines (Le. spin) over the near-tam and to be less levaaged than originally 
thought when they are spun. We are movhg to market weight OD these aedits. 

veriztm \:lreless 
We expect VZW to remain focused on rolling out advanced dam applications and 
levezaging its reputation as the most reliable wireless voice carrier and to continue to gain 
its share of new subscribers. Longer-term, we would look for VZW service 10 be 
aggressively marketed to MCl's enterprise customes. 
DlCI 
We believe that after the close of the tnnsaetion - slated for I Hffi - Verizon will Iwk to 
reduce the amount of debt at the MCJ entity. We look for the 2037 a d  2009 Notes w be 
called in mid-2W6. For the 2014 Notes, we expect 35% to be clawed ba& as per the 
indentures; it is unclear whether the remaining bonds will be taken out using the &e 
whole call in mid-2036 or &led in mid-2009. lo either case. we expect no debt to be 
outstanding in the name of MCI by mid-2009. 

Menill L ch dws and Seeks to do business with ccmpanies covered in ifs research reports. As a result investors should be aware 
that thegm may have a wnfl# of interest that cwld aifect the objectivity of this report 
Investors should consider this report as only a single factor n making their investment decision. 

Refer to irnpwrant disclosures on page 6. Analyst Certification on page 4. 
Global Securities Research & Economics Group RM140904701 High Grade Credit Research 
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bpeiating Revenues 
DomesticTekurn 38,551 3 7 B 2  35.893 
~wnem wirekss 27.662 31,804 34.629 
nternatlonal 3,615 2,014 2,014 
nlormatmn 2,014 3,615 3,579 

MClP 0 17,576 15.116 
rota1 operating Revenues 71264 91,711 W,63a 

EMDA 27.851 31261 32244 

Other (559) (W (W 

Margin 38.1% 34.1% 35.5% 

Verizon Communications - 16 Februarv 2005 

ree Cash flow 
2,384 26-44 
4,765 156 

2,290 5,946 2,691 
39267 43,2[15 38,588 

i.4x 1.4X 1.1x 
1 .a ia 1.1x 

11.7X 11.8x 13% 

Sounz: Company Fi!kgs. Menill Lynch estimates 

Ndes and AswmDtiim 
(1) Free Cash F h  cakxlaied as EBlTDA le58 Capex. Inter&, Tams, 
D ~ ~ , a n d d h e r v e s t ~ e d ; i n d u d e s p a y m e n t ~ ~ ~ d n 6 d e n d s m  
2005 and acqumlon Cash pMbn ard Senleinerd 01 CoMlngem IiablMles In 
ax6 
(2) Assumes@ Mbn ofdebl redudbn frwn Vi! in 2005 ardM06 
(3)Asrumeseallon m7andxoS MW Wand daw on- 2014 Win 
M a y m  
(4)Does mt appb value oi MClk $59 bllllon of NOLs wwh may reduea 
cashlares 

m MCI's Impact on Verizon's Financials 
We look for Verizoa post-MCI acquisition (2006) to bavc 
slightly bener credit metries than stand-alone at YE1004. 
We look for total debt-to-EBlTDA to decline from 1 . 4 ~  to 
1 . 1 ~  while coverage increases to 13.3~ from 11.7~. We 
have factored in all of the incremental apex, bankruptcy 
and tax settlement charges, spectrum acquisitions, and 
integration expense, and Verizon still ends up with the 
strongest balance sheet of any of the RBOCs at YEZOO6. 

Verizon Operating Companies 
Given MCI's extensive CLEC operations, Verizon will 
need to get regulatory approval to keep MCI operations in 
states where Verizon has local operarions. The regulatory 
p e s s  is not likely to be a major issue in the fwmer GTE 
tenitorjes as VZ is not the dominant metro market operator 
there. However. Verizon is likely to encounter a more 
rigorous regulatory review in the former Bell Atlantic and 
NYNEX territories where it is the dominant operator in 
metro markets, particularly in the Boston-to-Washington 
D.C. corridor. 

Given that SBC Communications (SBC A2L/A) has 
already stated they may be rcquircd lo shed portions of 
AT&T's CLEC operations in SBC's service territory. we 
would llol be surprised if VZ is likewise required to divest 
itself of partions of MCI's in-region CLEC operations. 

MCI Fast Tracked, Rural Spin Side Tracked 
We believe that the need to gain slate regulatory approval 
to acquire MCI's CZEC operations may slow down, if not 
sidetrack, Verizon's stated goal of divesting IO-10-12 
million principally rural access lines. It may prove 
awkward IO simultaneously ask slate regulators to approve 
the acquisition of MCI's CLEC operations to compete in 
the urban enterprise market while asking the same 
regulators to bless an exit &om their ruml jurisdictions. 

As a result, we believe that Verizon will fast track MCI 
discussions and delay spin-off conversations until a later 
time, possibly late 2005 or early 2006. 
Nevertheless, we continue to look for V&on to engioeer 
a spin-aff of non-core ~ m l  pmperiies and harvest cash 
from these spins as they remain committed to driving fiber 
deeper into its residential markets then any of the other 
RBOCs and need the capital lo do so. 

m Verizon North, South, Northwest, West 
Virginia - Culling the Herd 

We believe that a partion of former GTE access lims are 
likely to be non-core to Veriwn, as VZ sold 2.8 million 
access lines horn the GTE footprint in 2LNB and many of 
these lines were much more naal that what is found io the 
old Bell Atlantir/NYNEX area while the sale of the 
Hawaiian operations is slated for later in 2005. 

As mentioned above. we believe that the mral spin has 
been side tracked for rbe time being aod. as discussed 
below, we look for the SpinCo to be leveraged in the 22%- 
to-3.0~ range. We believe this would translate into spread 
levels comparable to CenNryTel((3TL: Baa2/BBB+). 
Given that the GTE Nortb 2028 Notes lrade in a +160-155 
T30 framework, on top of CenhnyTel2028 Notes, we 
believe that this risk has been appropriately piced at this 
time. While we continue to believe that VerizonNorth, 
Verizon Northwest, Veriwn South, and Veriwn West 
Virginia are still the most Wely candides for spin*% we 

2 Refer io irnporlani disclosures on pge 6. 
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are moving to marker weight fmm underweight given the 
delay in spin timing, current spread levels, and our 
expecration the SpinCo could berated low investment 
graae 

Table 2 Pro Forma SpincO Leverage 

Subscribers % oITotal Leverage Leverage 
Conhibution 

VZ New York 2.m.m 24% 6.9X 1.7x 
VZ North 4,490,857 4% 0.w 0 . 4 ~  
VZ South 1,197.772 11% 1.8X 0 2  
VZ West V i d a  a07,w 8% 1.1x 0.1x 
VZ Northwest 1,419,853 140/. 1.71 - 0.a 
Tdal 10,415,&11 1 W h  NM 26x 

Souroe: Company Filings, MemU Lymh 

Ndes 
(1)SUbGCribsnas Of 4004 
VZ- South eslmatad based a, divhion between former Bell Atlanlic and 
former GTE in Pennsyivania 
(2) LTM Leverage as of 3 M 4  

As table 2 illustrates, we believe that a spin off of these 
operating companies, plus 2.5 million access lines in 
upstate New Yo* would be s t r u c t u d  to look something 
like CenMyTel, with leverage in the 2.5~-to-3.h range 
a d  paying out the majority of its free cash flow as a 
dividend. The charl a b v e  illnsvates what pro forma 
leverage would look like for this new Spin&, and shows 
that leverage would already be within this range even 
without additional debt. Bondholder should also note that 
the pro forma leverage of spin-co shown above is almost 
identical to the capital structure that Sprint-Nextel is 
contemplating for its own spin-off of its local operations. 

We t h i  that it may be more palatable to state regulators 
for Verizon to do a partial IPO of SpinCo as a mechanism 
for returning capital to fund its fiber initiative, A partial 
w3 would rehrm capital to Verizon without adding 
incremental leverage to SpinCo, a concept we believe state 
regulators would appreciate. We note that there apparently 
continues to be an appetite in the equity market for this 
type of product, as evidenced hy the $1.5 billion in nnal 
telephone companies that did mOs in just the last 3 months 
(Valor, Iowa, Fairpon Alaska). 
We remind investors that while one option is a spin-off of 
each of these former GTE operating companies, it is also 
possible for the company to retain a minority portion of 
these lines (i.e. attractive suburban markets that could be 
tied into the MCI nationwide network). Given that the 
indentures for bonds associated with these entities have 
asset sale provisions such that a l l  or substantially all of the 
assets are sold, the bonds will travel with the assets to the 
new owner. This would be true for all of the operating 
companies listed in table 2 with the exception of Verizon 
New Yak ,  as it would only be divesting 2.5 million lines 
(less than 25% of its [oral lines). 

Refer to important disclosures on pge 6. 

Verizon Florida, California, Southwest - 
Keepers 

Within the GTE footprint, Veriwn has been active 
overbuilding fiber to the premise (FITP) in Keller, Texas 
(a suburb of Dallas), Huntington Beach, California, and 
Tampa, morida. Therefore, it appears ?mlikely that Veriwn 
would exit those states in the intermediate-term, and we 
remain comfortable with VZ Florida. VZ Southwest and 
VZ California for now. Down the road, MCI’s nationwide 
network will link together these 3 islands into a more 
coherent national strategy for Verizon, and may make 
them long-term strategic operations. 

Old BeU Atlantic - Remain Core 
Given that the strategy of “repositioning” access lines is to 
harvest capital from non-core operations to finance the 
FTTP strategy without leveraging up the balance sheet of 
the strategic operating companies, we continue to believe 
that the operating companies that reside within the Boston- 
Washington D.C. corridor will remain integral to Verizon 
(with the exception of the upstate NY lines as discussed 
above). Therefore, we remain market weight on these 
Northeastembased operating companies. 

Operating Companies - The Future Funding 

We believe thal Veriwn IS likely lo utilize Veriwn 
Network Funding to refinance term debt that comes due at 
the “core”0perating companies, with the exception of 
Verizon New York which will continue to be funded 
through Veriwn Global Funding. 

It is our understanding that the FITP assets will he owned 
by the local operating companies and that the local voice 
and DSL revenues will continue to be booked at that level. 
Long distance is cnmently booked at the holding company 
and, with the addition of M a ,  will bxomc a greater focus 
of the company. Moreover, video service revenues are 
likely to be hooked at the holding company level as well 
ThismayneateanimbalanceiftbefuUcostofFlTPis 
booked at the operating company, whereas only a +on 
of the revenues from this undertaking will be realized at 
this level. This reinforces OUI opinion that we would prefer 
to be at the holding company level (Veriwn Global 
Funding) than at a particular operating company. 
Longm4enq this imbalance in credit profiles could be 
addressed through upstream and downsaeam guarantees 
between operating companies, Veriwn Network Funding 
(who currently funds aN of the working capital 
requirements of the operating companies except New 
York), and Verizon Communications (see Chart 1). 
Investors should note that this is roughly the structure that 
SBC and BellSouth use to finance their operating 
companies. 

As a result, investors with a longer time horiwn are likely 
to be indifferent between operating company paper and 
holding company paper. For the meantime, however, until 

structure 

3 
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Verizon Network Funding initiates the long-term 
refinancing of operating company debt, we look for this 
operating company debt to trade behind Verizon Global 
Funding by 10-20 basis points. 

Verizon Wireless 
We expect VZW to remain focused on rolling out advanced 
data applications and levemging its reputation as the most 
reliable wireless voice carrier and to continue to gain its share 
of new subscribers. Longer-term, we would look for VZW 
service to be aggresdvely marketed to MCl’s enterprise 
customers. 
We expect that Vcrizon Wireless will use its 2005 free cash 
flow for spectrum purchases, $4.1 billion of which have 
already been announced. In 2006, we estimate that Verimn 
Wireless will be a cash cow and will be able to start to 
deleverage the partnership, retuuming money to Veriwn 
Global Funding through the repayment of inter-company debt. 

Table 3: Verizon Wireless 2W5E and 2006E Free 
Cash Flow, in $ billions 

2W5E 2006E 
EBlTDA 12.7 14.6 
Less: 
capex 6.4 6.1 
Irderert 0.7 0.6 
DNXlerd 10 parents 2.3 0 
QNeSl qedNm purchase 0.4 0 
NemavespeUrum a n m u n e d W  3.0 0 
Audmn 58 0.7 0 
olherspectrum - 0 -  1.0 
Free CashFlow (04 6.9 

Pum Debf coming due 1.525 2.5 

s0urs:CcmParyFilirp. Msmi LyncharSnater 

We expect that the upcoming Verizou WueIess public debt 
maturity in ux)5 will be r e fmced  (most likely into 
another short-term maturity). In 2006, Verizon Wueless 
will have the free cash flow to retire the public debt 
maturity if it so chooses, or to repay inter-oompany loans 
to Verizon Global Funding ($IO+ billion). In either case, 
Verizon Communications is the net beneficiary, as the 
Verizon Wueless debt is consolidated on its books and, in 
the other case, the repayment of inter-company loans 
provides cash to retire Verizon Global Funding maturities. 

MCI 
MCI ended 2004 with approximately $5.5 billion of 
balance sheet cash, about $2 billion of which will be used 
to pay the dividends and the cash compouent of the deal. 
This will lake MCI close to the cap of what can be paid to 
shareholders per the restricted payment covenant in the 

bond indenture. A portion of the remining $3.5 billion of 
balance sheet cash is earmarked for the repayment of up to 
$1.725 billion of bankruptcy claims and state and 
international tax claims. This would leave $1.8 billion of 
cash on the MCI balance sheet. 

We do uot envision that Verizon will guarantee rhe MCI 
debt and will instead look to reduce the amount of debt at 
the MCI entity through calls, equity claw, and tender or 
make whole calls. 
The MCI 2007 bonds will be callable beginning May 2005 
at $102.454, dropping to a $100 call in May 2006. The 
MCI 2009 bonds become callable in May 2006 at 
$102.844, We would look for both of these bonds to be 
called in the May 2006 timeframe. 

The MCI 2014 bonds are not callable until May 2009 
($103.37), but they do have a make whole call at T+84.S 
bps. At current levels, this would translate into a $1 19 
price. These bonds also have a 35% equity claw at 
$107.735 which we believe will be used. Given the high 
dollar prife, we believe that it is unclear at this time 
whether Verizon will look to use the make whole 
provision on the 2014 Note or wait until 2009 to can the 
issue. In either case, we expect no debt to he 
outstanding in the name of MCI by mid-2009. 

We think that all three of the MCl issues look cheap when 
spreads are compared to Ihe Verizon Global Funding debt. 
Uufanmately for investment grade only accounts, it is 
possible that the rating agencies may never raise MCI debt 
to full investment gade without a guarantee. Therefore, 
these securities would only be suitable for core plus 
accounts. 

Analyst Certification 
I, Stnad Rnssmiller, hereby cerlify that the news 
expressed in this research ~epor t  accurately reflect my 
personal views about the subject securities and issuers. I 
also certify that no part of my compensation was, is, or 
will be, directly or indirectly. related to the specific 
recommendations or new expressed in this research 
report. 

Refer lo important disclosures on p g e  6. 4 
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(wNOD) 52% W d p  + 
Communications 

Chart 1: Verlzon COmmunlcatlons (M: AZi./A+i.) 
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Important Disclosures 

ULPF8S orone or more of tts afRUaIes Xb as a markel mabfor the recommended ~ u r i t i e s  lo the extent that MLPFkS or swh aMiate pi wMng lo buy 

The company pi or was, within the larl12 mnlh,  an Inverbnerd banking crhl of MLPF6S andlor me w more of b slliiiater: Verbon Cemm. 
WLFf8S of an afliliate has fecebed c o m p e n ~ n  from the company 101 non- lnmlml banking sewices or produd¶ *in the papc 12 mnlhs: VHbm 

and sell such securltks tor Its own acrmnt on a regular and conliluws bask CenturyTel: Verilon bmm.  

""..,..,. 
The -pay pi or was, wtthln lhe tatl12 months. a rccurttle bvtlrrsr c l h l  (non-lnvetnmt banking) of W F k S  ador  one w mom of YI a n l h  
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Verizon Commimications, he. and M a ,  Inc 

the S t a f f  of the Virginia State Corporation Commission 
Interrogatories and Requests.for Production of Documents 

FIRST SET 
Case No. PUC-2005-00051 

E x h i b i t  4 
Responses to Pub1 i c  

Request No. 9 

Please provide Verizon's Virginia in!imtaie interLATA long distance revenue for the 
years 2004 and 2003. This revenue should include all Verizon subsidiaries or affiliates 
that provide long distance services to all customers in Virginia 

ResDonse: (Xevised 6/13/03 

Petitionas object because the request is not reasonably related to any issue relevant in 
this case. Without waiving this objection, Verizon responds. 

** BEGIN CONFIDENTXAL AND PROPRIETARY INFORMATION *** 

wIxl END CONFIDENTIAL ABP PROPRIETARY INFORMATION -** 

Respondent: Stephen J. Garcia 

1 



- 

E x h i b i t  5 
Page 1 of 3 
Pub1 1 c 

Verizon Commuuications, Inc and MCI, Inc. 
Responses to 

the Staff of the Virginia State Corporation Commission 
Interrogatories and Requests for Production of Documents 

FIRST SET 
Case No. PUC-2005-00051 

Request No. 6 

What affiliate subsidiary of  Verizon offers interLATA long distance services to 
c0nsume.r~ in Virginia? With respect to that affiliate subsidiaryplease respond to the 
following: 

granted by the Virginia State Corporation Commission If not, please explain in detail 
why Verizon does not believe this canier needs such a certificate. 

services to collsumers in Virgisia Identify who owns or controls those f&cilities. 

share the affiliate has in V i a  in both intrastate and intmtate markets. 

ResDonse: 
Both Bell Atlantic Communi~~tions, Inc. d/b/a Verizon Long Distance and NYNEX 
Long Distance Company d/b/a Veri Entaprise Solutions offer hterLATA long 

a Does that alfiliate have a h f i c a t e  to operate as an interexchange carrier 

b. Please describe what f&dities this affiliate uses to provide long distance 

c. Please provide relevant infomatiOn/data that estimates the long distance market 

distanceservicestoconsumersinVr~ 

a) Neither Bell Atlantic Communications, hc. d/b/a Verizon Long Distance nor 
NYNEX h n g  Distance Company d/b/a Vcrizon bterprise Solutions has a catificate to 
operate as an interexchange carrier granted by the V i a  State Corporation 
Commission. They do not have certi.6- because they are resella~ of long distance 
service in Virginia and resellers are not required to obtain a certificate. See e.g., VeriZon 
Global Networks Inc. & Verizon Global Networks Virginia Inc. - For Such Relief as may 
be Required Under the Utility Facilities Act, VA Code Sections 56-265.1 et seq., for 
Expedited Consideration and Interim Authority, Ordm Determining Certificates Not 
Required, Case No. PUC-2002-00234, Virginia State Corporation Commission (Jan. 22, 
2003). See also, Commonwealth of Virginia‘At the Relation o f  the State Corporaton 
Commission Ex Parte, Investigation o f  the liesale or Sharing of Foreign E x b ~  and 
Dedicated Channel Semioes, Final Order, Case No. PUC850009, Virginia State 
Corporation Commission, 88 PUR 4tb 483 (Sept 3,1987); and Commonwealth o f  
Virginia At the Relation of the State Corporation Commission Ex Parte: Investigation of 
the Resale or Sharing of Intentate Wide Area Telephone Service (‘WAW’), Final Order, 
Case No. PUC830005, Virpjnia State Corporation Commission (June 7,1983). 

b) 
*** BEGIN CONFIDENTIAI, AND PROPRIETARY INFORMATION *** 



-- 
Verizon Communications, Inc. and MCI, Inc. E x h i h i t  6 " "  

Responses to 
the Staff of the Virginia State Corporation Commission 

Interrogatories and Requests for Production of Documents 
FIRST SET 

Case NO. PVC-2005-00051 

Page 2 o f  3 
Pub1 i c  

Request No. 6 (continued): 

**** END COIWDENTIAZ, AND PROPRIETARY INFORMATION **** 

c) **** BEGIN CONFIDENTIAL AND PROPRIETARY INFORMATION **** 

**** END CONFIDENTLAL AND PROPRIETARY INFORMATION **** 
Market share data are highly unreliable and 

power. This is BO because madcet ahare measures are backward-looking - that is, 
theydectthepoint to whichafimhas come and fail to show the extent of competition 
h m  this point forward This is aparticularly critical shtmmng . inaregnlatediudusiry 
makiug the transition to competition. Thus, market shere is an umeliable, if not 
d & g ,  predictor of mcnket power, pa16dady where a traditionally regulated firm 
such as Verizon CA is wncemed. Giv& the shoacomings inherent in a market share 
analysis, there is strong collsenslls among economists that capacity to en* and expandm 
a market is ofmuch greatea Signiscance when assessing competition than the pescent of 
total customem the inaimbent has lost to date. 

Respondenk James Miggans 

Verizon Select Services hc. 

a) Verizon Select Services h c  Virginia was @ed Certificate T-614 on June 27,2003 

not in thanselves snflicient to gauge 

PUC Ordm 2003 - 00039. 
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Verizon Commnnications, Inc. and MCI, Inc 
Responses to 

the Staff of the Virginia State Corporation Commission 
Interrogatories and Requests for Production of Documents 

FiRST SET 
Case No. PUC-2005-00051 

E x h i b i t  5 
Page 3 o f  3 
Pub1 i c 

Request No. 6 (continued): 

VSSI does not have a state tariff on file and has not used this local c&de. 
VSSI did not seek a.c&ificate to operate as an interexchange canier from the Virginia 
State Corporation Commission as we do not feel that was required to provide service. 

b) 
**** BEGIN CONFIDENTIAL AND PROPRXETARY INFORMATION**** 

**** END CONFIDENTIAL AND PROPRIETARY INM)RMATIONC*** 

c) VSSI does not maintain marketshare data a! a state level. 

Respondent: James Miggam 

10 
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Sprint 
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HHI: 

Exhibit 6 
Public 

Virginia Local Exchange Market 
Herfindaht Hershmann Index 

Note: Market shares are shown 

Market Share 

Redacted 

Redacted 

Redacted 

Redacted 

Redacted 
Redacted 
Redacted 
Redacted 
Redacted 

4442 

Market Share 

Redacted 

Redacted 

Redacted 

Redacted 
Redacted 
Redacted 
Redacted 
Redacted 

4750 

r only the larger CLECs in Virginia, 

Note: Market Shares for all carriers listed reflect all lines under common ownership. For 
example, Ntelos owns multiple ILEC companies and CLEC companies, all access lines 
are combined to calculate the Ntetos market share. 
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PARTIES’ PROPOSED MERGER CONDITIONS 

Consumer Counsel 

Affirmatively require the merged companies to maintain current level of service 
quality. In addition, consider, in areas where current levels of service quality are 
inadequate, requiring Verizon to develop a specific corrective plan (i.e. directory 
listings). 

Require a commitment fiom Verizon and MCI for a minimum level of investment in 
their telecommunications inhstructure in Virginia. 

Limit, at least temporarily, any additional BLETS and/or OLETS rate increases 
presently allowable under Verizon’s ARP. 

Limit price ceiling for BLETS to % the increase in the GDPPI (vs. the 100% allowed 
under ARP) and limit increases to BLETS (under the price ceiling) & OLETS to 5% 
per year (vs. the allowable 10% under ARP). (This could be an dtemative to 
condition in above bullet point.) 

Require monitoring of Verizon’s filings under its ARP and adopt trackingh-eporting 
requirements regarding the merger’s costs and savings (similar to what the 
Commission has previously approved in Bell Atlantic/GTE merger). 

Require Verizon to make the non-price terms of the interconnection agreements 
between Verizon and MCImetro available to any CLEC (similar to condition adopted 
in Bell Atlantic/GTE merger), including a requirement that commercial contracts 
effecting interconnection be filed with Commission. 

XOlCovad 

The Commission should specify a pricing process for UNEs to replace the time 
consuming process to identify forward looking costs. 

The Commission should create transition pricing rules for UNEs that Verizon and 
other ILECs are required to provide under $271 of the Act. 

Rates for $ 251 UNEs should be capped at the rates in effect as of July 1,2005. 

Enforcement of Verizon’s obligation to provide access to loops and transport 
regardless of whether impairment exists and $ 251 U N E s  are required. 

Require Verizon to offer DSI and DS3 loops and transport as 6 271 U N E s  in all 

s 

loc&ons where high capacity loop and transport UNEs &e no longer provided under 
$ 251. 
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Require Verizon to recalculate the wire center locations where 3 251 high capacity 
loops, transport and dark fiber UNEs are providing treating AT&T and MCI as non 
qualifjmg collocators 

Require Verizon to make available high capacity loops, transport and loop transport 
combinations at just and reasonable rates and under such terms and conditions to 
offset the anti-competitive aspect of merger and to promote competition. 

Require Verizon to match the rates that MCI has offered for wholesale loop and 
transport facilities. 

Require Verizon to waive the cap of ten on the number of DSl loops and transport 
circuits that can be ordered to a building or a particular route. 

Require Verizon existing special tariff access prices to be reset to earn no more than 
11.25%. Require existing special access plans at reinitialized pricing for both 
interstate and intrastate. 

Require Verizon to reinitialize all existing interconnection agreements with current 
provisions with only approved adjustments (for periods of  between 3 and 5 years; 
limit arbitration to only changes of law from TRO and TRRO; establish uniform 
contract amendments provisions). 

Commission should defer final action until the DOJ has acted to retain jurisdiction 
over the effects of any structural remedy. 

Recommends conditions should be required for five years. 

Cavalier 

Require the divestiture o f  MCI’s UNE-P customers. 

Require the divestiture of MCI’s dedicated transport facilities. 

cox 

Require Verizon’s commitment to offer transit services at TELRIC rates to CLECs. 

Commission should assist with arbitration as requested to CLECs. 

Require Verizon to permit CLECs to adopt whole interconnection agreements 
obtained with Verizon anywhere in its 29 state footprint exclusive of price and state- 
specific performance measures. 
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Require a three year extension to existing Verizon interconnection agreements with 
CLECs with CLECs retaining the unilateral right to terminate any time within the 
three year period. 

Require Verizon to set aside adequate personnel and resources to implement reforms 
to its directory listing prices. 

Qwest 

Require divestiture of MCI’s overlapping facilitiedcustomers in Verizon’s service 
temtory in Virginia (including but not limited to fiber rings, collocation and entrance 
facilities, and building entrance loops along with the customers). Should also include 
a period of time, post-merger, when VerizoniMCI may not market to divested 
customers. 

Require Verizon to continue offering special access services or equivalent services in 
Virginia at the lowest rates currentIy offered by either Verizon or MCI and to keep 
these rates in place for a fixed period of time. 

Require VerizoniMCI to offer special access and other services in Virginia at the 
same rates, terms and conditions that it receives when purchased outside the Verizon 
region. In addition, restrict Verizon %om entering into any reciprocal arrangements 
with SBC that includes more favorable access rates whether based on volume or other 
factors. 

Require Verizon and MCI to give its wholesale customers, the option, for a period of 
12 months, the right to terminate their contracts (“fresh look”) with Verizon and MCI 
after the merger closes without incurring termination penalties. 

Require Verizon to offer stand-alone DSL on reasonable terms and free o f  any use 
restrictions. 

Require enforcement protection to assure compliance with conditions. At a 
minimum, compliance reporting to allow Commission to determine if 
requirements/conditions are not being met. 

NTELOS 

Require that the Bell Atlantic/GTE merger related billing issues are &xed before the 
VerizoniMCI merger is allowed. 

Require Verizon to make changes to its directory listing processes before approval of 
the merger. 



Verizon C o h c a t i o n s ,  Inc and MCI, Inc 
Responses to 

the Staff of the Virginia State Corporation Commission 
Interrogatories and Requests for Production of Documents 

SECOND SET 
Ca~e NO. PUC2005-M)051 

Request No. 21 

Desmie the effects of any merger related employee downsking initiatives on fhe qualiw 
ofserviceprovidedtomstomezsinVii 

Remonse: 

Petitioners object to this request to the at& fhat it requests information not reIevant to 
the subject mattea involved in this case. The number of employees that Verizon 
C3mmunidons Inc. and has m V i  is not relevant to whetha "adepnate service to 
thepubEcatjustandseasonab1erates"will beimpairedorjeopradized 

Subject to the fbregoing objections and without waiving these objections, Petitionas 
providethe followingresponse. 

V a n  and MCI expect ovaaIl workfom reduction of 7,000 nationwide. While the 
companies have not engaged m auypost-tnmaction planning, it is anticipated that the 
post-- . noompanywillredace~~inthoseareasmwhichthecompanyis 
able to urovide shared services more efficiently- Le., areas such BS finance, I@, and 
hmnan&ources. It is also anticip&dtbth&ount reductions win be possiile in the 
menaganmf of functional meas that mavide opportnnitiies fot Synergies - ts, entcrplise 

Response: (Revised 8/5/2005) 

cmtinue-to be subject to the C&mission's service 
Commission adopts in PUC 200390110 at such time the d e 8  become e&ctive), and 
Petitionas are committed to compl$ngwith those d e 8  and making the resources 
available mxssary to do so. 

des (i&dhg any des the 

Respondeat* JamesMiggrms 
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Verizon Communications, Inc. and MCI, Inc 
Responses to 

the Staff of the State Corporation Commission 
Interrogatories and Requests for Production of Documents 

E”IETH SET 
Case No. PUC-2005-00051 

Request No. 36 

Have MCI and Verizon signed an interim andor permanent UNE-P replacement service 
agreement to serve either curreat (prior to %ch 11,2005) or new mass market 
customers in Virginia? Jfapplicable, please respond to question separately for both 
existing and future UNE-P arrangements. Ifresponse to either is yes, have these 
agreements been filed for approval with the Virginia State Corporation Commission? If 
not, please explain why not 

Response: 

Verizon objects to the intermgatory to the extat that it seeks infomation that is neither 
relevant to this proceeding nor reasonably calculated to lead to the discovery of  
admissible evidmce. 

MCI and Verizon signed an Interim Agreanent for UNE-P replacement services, which 
was not Bed for approval with the cammisson because it is not a 252 intercormection 
agreement When Y&n a ~ d  MCI: executed the Interim Agreement, they also mended 
their interconnection agreement, and t h e  amendments were filed with the Commission. 

Verizon and MCI subsequently signed a Wholesale Advantage Agreemenf which 
supersedes the Interim Agreement Verizon and MCI did not am& the interconnection 
agreements in connection with this wholesale Advantage Agreement, so there will be no 
subsequent state Wgs. The Wholesale Advantage Agreement itselfwill not be filed 
with the Conrmission because it is not a 252 intacOnnection agreement. 

Respondent: Beth Abesamis 
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March 2,2005 

Subject: Publication of Verizon Wire Center Information 

in connection with its implementation of the FCC's 0-d in WC Docket No. 04-313 and CC 
Docket No. 01-338. released on February 4,2005 (the "TRO Remand Order"), Verizon has fiied with the FCC 
a list of Verizon's Tier 1 and l ie r  2 Wire Centers.' These Wire Center classifications are required by the TRO 
Remand Orderto identify the interofice mutes on which the FCC has determined that CLECs are not 
impaired without access to Dedicated DS1 Transport, Dedicated DS3 Transport, and Dark Fiber Transport2 In 
addition, Verizon has published in the same filing a list of those Wire Centers that satisfy the FCC's non- 
impainent findings for DSI and DS3 

The TRO Remand Order imposes upon requesting carriers an obligation to exercise a reasonably diligent 
inquiry before submitting orders for the aforementioned unbundled network elements. You are hereby placed 
on notice of the Wire Center ciasslfiwtions referenced above, which classifications are necessarily part of any 
reasonably diligent inquiry you undertake, and therefore you are deemed to have actual or constructive 
knowledge that.'to the extent the networkelements requested in any order submitted to Verizon fall within the 
Wire Center classifications described in footnotes 2 and 3 below, such network elements are no longer 
subject to mandatory unbundling under Section 251 of the Act on and afler March 11,2005. 

Accordingly, should you attempt to submii an order for any of the aforementioned network elements 
notwithstanding your actual or constructive knowledge that Veriron is no longer required to provide such 
faalities on an unbundled basis, and in the absence of compelling evidence to the contrary, Verizon will treat 
each such order as a separate act of bad faith carried out in violation of federal regulations and a breach of 
your interconnection agreements, and will pursue any and ail remedies available to it. 

The combined lists are available for your inspection at 
h$. They reflect the data 
sources specified by the FCC in the TRO Remand Order, induding ARMIS data previously filed with the FCC. 
This listing reflects the data sources spedfied by the FCC in the TRO Remand Order, induding ARMIS data 
previously filed with the FCC. As the FCC noted in the TRO Remand Order, the ARMIS filings are "an 
objective set of data that inwmbent LECs already have created for other regulatory purposes- [wle can be 
confident in the accuracy of the thresholds, and a simplified ability to obtain the necessary information.' TRO 
Remand Order, at para. 105. If you nevertheless have questions about Verizon's wire center lists. please 
submit your request to contra -. . Verizon is prepared to provide to you under an 
appropriate nondisclosure agreement the backup data that was used by Verizon to develop and update the 
lists of wire centers. If you have actual, verifiable data that you believe demonstrates that any Wire Center 
identified on the lists filed by Verlzon should not be included on those lists, you are requested to provide such 
data to your Verizon account manager before March 1 I ,  2005. 

%s set hrm In S d m  51.319(e)(3) ofthe FCC's implamenting regulations. Ter 1 wire centers are those inambent LEC wire centerS that 
Contain at least four Rber-Based Collocators. at ieast 38.000 busires6 Ones. or both. Tier 1 wire centers also are those incumbent LEC hndem 
switching locafions hat  have no Unaside switching fad6I& but nevfsihelw serve as a point Ofbai7ic ~5gregalDn accessible by mm?eUlive 
LECb Tier 2 wire centers are mow incumbent LEC win centers mat ere not liar 1 wire centers, but mntaln at l e a  mree flbergssed 
Collocatom. at least 24.000 bujness lines. or twth. 

2ps explained with more spechicity in Veriwn's industry notice cd February 10.2005: (i) CLECs are not impaired wahwt unbundlw access to 
Dedmted OS1 Transport betwmn any pair 07 V e b n  Wre Centers mat are both Tier 1 Wlre Centers land in no event may any CLEC obtain 
more than ten unbundled Dedited OS1 Transport clmdls on any Route where Dedicated DSl Transport remains available on an unbundled 
basis): @) CLECs are not impaired without unbundled access m Dedicated OS3 Transport between any pair of Vernon Wire Centers lhat are both 
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Tier 2 Wire Centers (and in no event may any C E C  obtain more than hvehre unbundled Dedicated DS3 Transport circuits on any Route where 
Dedicated DS3 TranspoR remains available on an ud~urd!ed basis); and (Ti) CLECs are not impaired Without unbundled access IO oaf& Fiber 
Transporl between any pair of Verizon Wire Centers hat am both Tir 2 Wue Centers. 

'4s explained With more speciflcitV in Verizonk industry notice of February 10,2003 (i) CLECS are not impaired without unbundled a a e s  to 
DS1 Loops at any building location that is served by a Wire Center with at least 60,000 Business Lines and four Fiber-Based Collocators (and in 
no event may any CLEC obtain more man ten DS1 Loops a i  any building looltion where Ds1 L w s  remain available on an unbundled basis): (ii) 
CLECs are no1 impaired wilhoul unbundled access io DS3 Loops at any building loation that is served by a Wire Center with at leas1 38,OW 
BusinEss Lines and four Fiber-Based COllocatOn (and in no event may any CLEC Obtain more than One DS3 Loop al any building location where 
DS3 Lwps remain available on an unbundled basis). 

I h t t p : / / ~ 2 2 . v e r i z o n . c o m / w h o l e s ~ e ~ l e l l i b r a r y / l o c ~ ~ d ~ ~ l e ~ ~ / l  ,,east-wholesale-res~urces-2005~ industrv letters- ... 
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No No No 
No No No 

SHSAPASH Yes 
STCGPAES YeS 
SWKYPASE No Yes No No 
TRCKPATC Yes No No No 
TRPRPATR No Yes No No 
WAYNPAWY Yes No NO No 
WCHSPAWC No Yes No No 
WKBGPAWK YeS No No No 
WLBRPAWB No Yes No No 
WLPTPAWI No Yes No No 

Verizon's Wire Centers Exempt from UNE Hi-Cap Loop and Dedicated 
Transport Ordering 

Effective March 11,2005 
Updated 4-15-05 

Transport (Unbundled Dedicated Transport + Unbundled Dedicated Transport portion of a 
Loop-Transport combination) 

DS1 Unbundled Transpoflwill not be offered between W b  Center CLLls marked "Yes" in the Tier I column. 
DS3 Unbundled Transport and Dark Fiber will not be offered hewn Wire Center CUs marked .Yes. 
in either the Tier 1 or Tier 2 mlumns. 

Loop (Unbundled Loop + Unbundled Loop portion of a Loop-Transport combination) 
DS1 Unbundled Lwp Services GJI not be Mered from Wre Centers marked "Yes' In the DS1 Loop column. 
DS3 Unbundled Loop Senlces will not be offered from wire Centers marked Yes" in be DS3 Loop column. 

IYORKPAXM I No Yes I No No 

Yes 
Yes 
No 
No 
No 

CNTNRIPH 
NPRVRIMS 
PRVDRIBR 
PRVDRIWA 
WNSCRICL 

No 
No 
No 
No 
No 

No 
No 
YeS 
YeS 
Yes 

Tx 
WRWKRIWS YeS No No No 
C L S r n  No Yes No No 
DNTNTXXA NO Yes No No 

No 
No 
No 

YeS 
No 

VA 

PLANTXXB No Yes No No 
PLANTXXD No Yes No No 
ALXNVAAX No Yes No No 

IRNGTXXA 
IRNGTXXC 
IRNGTXXD 
IRNGTXXG 
PLANTXXA 

No 
No 
Yes 
Yes 
Yes 
No 
Yes 

ALXNVABA 
ARWAAR 
ARTNVACK 
ARTNVACY 
ARTNVAFC 
CNVNACT 
FLCHVAMF 

No 
No 
No 
No 
No 
No 
No 

YeS 
YeS 
No 

YeS 
YeS 

No 
No 
Yes 
No 
No 

No 
No 
No 
No 
No 

No 
No 
No 
No 
No 

No 
YeS 
No 
No 
No 
No 
No 
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No 
No 

YeS 
No 

YeS 
No 
No 

YeS 
No 
Yes 
No 
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Yes Yes 
Yes YeS 
No No 
No No 
No No 
No No 
No No 
No No 
No No 
No No 
No No 

Verizon’s Wire Centers Exempt from UNE Hi-Cap Loop and Dedicated 
Transport Ordering 

Effective March 11,2005 
Updated 4-15-05 

Transport (Unbundled Dedicated Transport t Unbundled Dedicated Transport portion of a 
Loop-Transport combination) 

DSl Unbundled Transport will not be offered between wire Center Culs marked “Yes’ in the Tier 1 column. 
DS3 Unbundled Transport and Dark fiberwtll not be offered between Wire Center CLLls marked “Yes‘ 
in aMer the Tier 1 or Tier 2 columns. 

Loop (Unbundled Loop + Unbundled Loop portion of a LoopTransport combination) 
DS1 Unbundled Loop Services wlu not be offered from Wire Centers marked “Yes’ In the DS1 Loop coiumn. 
DS3 Unbundled Loop Services will not be offered from wire Centen marked Yes” in the DS3 Loop column. 

No 
Yes 
Yes 

I Operated State 

No No 
No No 
No No 

.. . 
Total Qualified Wire C 

No 
No 
101 

Wire Center 
FRFXVAFF 

No No 
No No 
26 53 

HRNDVAHE 
MCLNVALV 
MNSSVAXA 
NRFLVABS 
PNTGVADF 
RCMDVAGR 
RCMDVAPE 
RCMDVAPS 
RCMDVASR 
RONKVALK 
VINNVAVN 

nters 

Ter 1 
Yes 
YeS 
Yes 
No 

YeS 
No 

YeS 
Yes 
No 

YeS 
No 

Yes 
YeS 
No 
No 

YeS 
YeS 
168 
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Request No. 37 

As a result of the FCC’s Triennial Review Order, Vexizon has discontinued the provision 
o f  certain high capacity loops (DS3 and DS 1) and/or transport fh rn  certain (or between) 
wire centers in Virginia in accordance wii a letter s a t  to tke indWty effective 
March 11,2005. As the determination o f  applicable wire centerdroutes in some 
instances is based on the number of f i r  collocators in a wire center, and or other CLEC 
&fic factors, please idenQ for all wire centers in Virginia that have been named in 
the industry letter, the corresponding results if MCI had been excluded fiom the finding. 
Zn addition, please provide Verizons position (and supporting documentation) on whether 
or not the inclusion or exclusion o f  MCI in this wire center exemption analysis is 
applicable if the VaizonlMcI Merger is approved. 

Response: 

Vaizon objects to the interrogatory to the extent that it seeks information that is n e i ~ e r  
relaant t~ this proceeding nor reasonably calculated to lead to the d i s c o v ~  of 
admissible evidence. 

Zn addition to its General Objectiops, Verizon objects to Request No. 37 because it would 
require Verizon to pmfonn a special study. Verizon further objects to Request No. 37 
because it seeks infoxmation that is irrelevant to the matters at issue in this proceeding. 
Without waiving these objections, attached is a proprietary and coddentid document 
V A S C C _ S e t 5 _ 3 7 - A ~ ~ l - C o ~ d ~ ~  and Proprietary with the requested 
information 

Further answering Verizon states that the currently-effective FCC rules established the 
non-impaired wire centers as of March 11,2005, using the criteria issued by the FCC in 
the ltieMialReview R e d  Order (“iXR0”). The methodology used by V&on to 
i&niify the non-impaired wire centers for high-capacity loops aad dedicated transport is 
consistent with the FCC’s detaminatiors in the TRRO. In conformance with the TRRO 
and the FCC’s rules, Verizon counted fibber-based collocationS by MCI and its affiliates as 
of March 11,2005 in identiwg non-impaired wire centers, because MCI was not an 
affiliate o f  Vcrizon. While the applicable FCC rules contemplate that additional non- 
impaired wire centers maybe addedto the Iist after March 11,2oO5, they do not provide 
for removd of a wire center h n  that Iist once it has qualified under the FCC’s non- 
impairment tbresholds. See, eg.,47 C.F.FL.Section 51.319(a)(4)(“onCe a wire center 
exceeds both of these thraholds, iwjGnue DSI unbundling will be requued in r h t  wire 
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center. ”) h f o r e ,  a future approval o f  the merger between Verizon and MCI would 
have no impact on the list o f  non-impaired wire centers Verizon identified as of 
March 11,2005 

Respondent: Jim Nggans 
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Verizon Communications, Inc. and MCI, Inc. 

Responses to 
the Staff of the Virginia State Corporation Commission 

Interrogatories and Requests for Production of Documents 
SECOND SET 

Case No. PUC-2005-00051 

Request No. 33 

Please quantify, to the extent possible, the ‘Yinancial benefits,” referred to on page 
18, paragaph 42 of the application, specifically as related to Verizon Virginia, Verizon 
South, and MCJmetro Access Transmission Services of Virginia. Quantify, to the extent 
possible, any anticipated costs and savings as a result of the proposed merger as such 
costs and savings relate to customers in Virginia. 

Response: 

Petitioners object to this request to the extent that it requests information not relevant to 
the subject matter involved in this case. The Transfers Act requires the Commission to 
approve a transaction when it is “satisfied that adequate service to the public at just and 
reasonable rates will not be impaired or jeopardized.’’ There is no requirement that the 
there be ‘Yinaucial benefits.” 

Verizon objects to this discovery request to the extent that it calls for information that is 
not readily available and that can only be provided with the performance o f  a special 
M Y .  

Subject to the foregoing objection and without waiving any of Verizon’s or MCI’s rights, 
Petitioners provide the following: 

No such study has been done at the Virginia state level. 

Respondent: James Miggans 

3 1  
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Responses to 
the Staff of the Virginia State Corporation Commission 

Interrogatories and Requests for Production of Documents 
FIRST SET 

Case No. PUC-200540051 

Request No. 2 

The Commission’s May 5,2005, Order requests comments on whether any provisions of 
8 56-235.59 of the Code of Virginia are applicable to the Joint Petition. 

a Do the Joint Petitioners believe that $ 56- 235.5:l is applicable to the proposed 
merged. If so, please identifj what provisions apply and describe impact 
b. IfJoint Petitioners believe that $56-235.5:l is not applicable to the proposed 
merger, please e x p h  why, not 

ResDonse: 
Petitionas object to this information repuest on PIoUnds that it calls for a legal - 
conclusion that cannot be sought h u &  discc~v&y. 

Subject to the foregoing objection and without waiving any of Petitioners’ rights, 
Petitioners provide the following response. 

Section 56-235.51 (the Local Exchange Telephone Service Competition Policy) is not 
applicable to the Inoposed transaction for several reasons. 

First, the Local Exchange Telephone Service Competition Policy, by its terms, (and by its 
title) applies when the Commission is “resolving issues and cases concerning local 
exchange telephone senice.” As explained more fully in Joint Petitioners’ April 20, 
2005 Application, this pxent-level stock &ansadion does not dec t  pricing or provision 
o f  local service in the Commonwealth.’ 

Second, even ifthe case did involve ‘local exchange telephone senice,” the Local 
Exchange Telephone Service CompeLition Policy would still not apply because the 
Commission’s review of the proposed merger is governed by the Transfers Act See V a  
Code $ 56-88 etseq. The Transfers Adprovides for approval of the proposed merger 
“when the Commission. . . shall be satis15ed that &qua& service to the public at just 
and reusonable rates wiu not be hapaired or jeopardized.” Va Code $ 56-90 (stating 
that upon such a showing, the Commission shall make such order. . . as it may dean 
proper and the cirmmsh ces require”). There is no further requirement nor higher 
standard that the transaction must meet for approval. 

In particular, there is no requirement under the Transfers Act that the transaction be in the 
public interest, nor that it promote competition, treat a l l  providers equitably, or reduce 
requirements to price services below cost as contemplated by the Local Telephone 

As noted in the Application, anyproposcd changes to local senice following the acquisition will 1 

be pursued in accordance will all applicable lam and p i o h .  

2 
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Request No. 2 (continued): 

Exchange Competition Policy. The General Assembly determined that these are the 
policies that the Commission "shall. . . consider to be in the public interest" when the 
public interest is part of the governing standard. The public interest, however, is not 
part of the governing standard set forth in the Transfm Act. 

Where the General Assembly has deemed the public interest to be the relevant standard 
(or part of the relevant standard), it has expressly set forth that standard See Va. Code 5 
56-235.5 (expressly providing for review and approval of changes to regulated service 
under a "public iutemf standard). But where the General Assembly has not expressly 
stated that the public interest is the relevant standard, the Commission should not, and 
indeed may not, apply a public interest standard in place of the standmi enacted by the 
General Assembly. 

That is the case here. In the Transfm Act, the General Assembly did not include an 
affirmative public interest standard for approval of tnrnsactions like this one, but instead 
provided for approval upon a showing that ''adequate service to the public at just and 
reasonable rates wiU not be impaired or jeopardized.'' This deliberate legislative choice 
must be respected under Virginia law. 

Both federal and Vkgiuia canons of statutory conshuction provide that when the General 
Assembly includes an explicit provision in one section of a statute but not in another, the 
omission should be Considered intentional and must be honored. See genera& 2.4 Singer 
Statutes and Statutory Construction 5 46.06 (6th ed. 2000) ('The use o f  di€fererd terms 
witbin related statutes generally implies that merent meanings were  intended'^; see 
also W7lhn1~ v. Marthews, 248 Va 271,283 (1994) (Then a statute contains a given 
provision with refbraces to one subject, the omission of such provision h m  a similar 
statute dealing with a related subject is si&cant to show the existence o f  a merent 
legislativeintd' (quotjng2B Sutherland Statutory construCtion 5 51.02 (5th ed. 1992)); 
CitvofErknia Beach v. Erknia RestawantAss'n Inc., 231 Va 130,134 (1986) 
(focnsing on the f k p e n t  use of the word ''tax'' elsewhere in the statute to hold that city 
ordinance prohiiiting ''regulating o f  alcohol does not prohibit imposition of sales tax on 
the retail sale of alcohol because if the legislature intended to prohibit taxation, it would 
have said so explicitly). Under these precedents, reading the Local Competition Policy's 
public interest Criteria into the Transfer Act would violate settled law and the General 
Assembly's clear intent to provide a different standad for mergem governed by the 
Transfers Act. 

Indeed, construing the Local Telephone Exchange Competition Policy to transform the 
Transfers Act standard into one requiring that the transactionpromote competition would 

3 
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Responses to 
the Staff of the Virginia State Corporation Commission 

Interrogatories and Requests for Production of Documents 
FIRST SET 

Case No. PUC-200540051 

Request No. 2 (continued): 

be particularly strange. The Transfers Act standard assumes that adequate service to the 
public at just and reasonable rates already exists, and simply considers whether the 
transaction will impair or jeopardize it It does not require any affirmative change to 
benefit customas. Ifthe General Assembly wanted to require such change or an 
afiirmstive public interest showing as a condition o f  approval under the Transfers Act, it 
would have expressly provided for this condition as other states have done? It did not, 
and that decision must be respected. 

The General AssmbIy knows how to provide d S m d  standards for different statutory 
provisions, as it has done in various sections o f  Title 56. Nothing in the Local Telephone 
Exchange Competition Policy overrides, adds to, or even refmces the clear standard set 
forth in the Transfers Act Became the Transfers Act govans the Petitioners’ proposed 
tnmsaction, the standard set forth in the Transfers Act is the stapdard that must be 
applied. That standard by its terms does not require a public interest showing, and there 
is no basis in Virginia law for importing one. 

For exan~ple, Virgin&% T m h  Act stands insharp contrast to the transfer of control statuts in 
Dc)awan,,Calisomia,Nevada,OklahomaandRho&Island~pmposed~actionstonsultinan 
aEnnativepublicb5t Set26DeI.C. ~ Z l S ( d ) ~ C o r m n m  ‘ ‘onshatlappmvcanysuchpropse3 
magex.. . oracqdtionwtm~it Snds the same i to be madc m ~ccordancc with law, for apmpcrpurposc 

acquisitiOn, or control o f  any ddc, gas, ortelephoneutility . . . the commissionshall considcxeachofthe 
Critoia listed in paragraphs (1) to (S), inclusive, and 514 on baiancc, that the merger, acqUiSitim 01 
control proposal is in the public intcresr); Ncv. Rev. Stat 6 704.329 (”Be& auehonzln 
amsaction pumant to this section, the CommissiOn shall consider the e&a of thc proposed -on on 
tb~pd~lic intneSt andthe cu~toms in this state’’); Okla Admin Code 8 165:55-15-1(i) (‘The Commission 
StaEmay, ifit detumines appropriate, file aNotice in the Cause nsuiriag the ac-g entity and/or thc 
surviving entity to show CaDSe t h a t t h e p m p o s e d ~  ‘on d o r m e r g a  is la+ fair to thc customers 
and inthe public jntertsr’); RL stat 5 39-3-25 (“If, aftcrthehdng, or, in -no hearing k nqhd, 
thc division is satisfied that 61epraym of the pCtition should be grsntcd, that the faditis for furnishing 
scrvicc to the. public will not thcreby be diminisbed, and that the purchase, sale, or l a c  and thc terms 

2 

and is consistent with the public intcrcsr?; QL Pub. UtiL code g 854 (-Before h . . 
. .  

mcreof arc &with the public intcrcst, itshall makc such order in the premises as it may decm 
p q a  and the cimmmncs may require.’?. 
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