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I. Introduction

Pursuant to Section 1.3 of the Commission's rules, I Verizon California Inc.

("Verizon California"), Verizon South Inc. ("Verizon South"), and Frontier

Communications Corporation ("Frontier") (collectively, "Petitioners") jointly request

waiver of the definition of "study area" contained in the Appendix-Glossary of Part 36 of

the Commission's rules.2 Petitioners request this waiver to modify two existing study

areas in order to effectuate the pending Frontier-Verizon transaction. 3

47 C.F.R. § 1.3.

2 47 C.F.R. Part 36 App.

3 See In re Verizon Communications Inc. and Frontier Communications Corp.
Applicationfor Consent To Assign and Transfer Control ofAuthority To Provide Global
Facilities-Based and Global Resale International Telecommunications Services and To
Assign and Transfer Control ofDomestic Common Carrier Transmission Lines,
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As part of that transaction, Verizon California will transfer and assign its assets,

liabilities and customer relationships relating to its local exchange, intrastate toll, and

exchange access operations of seven California exchanges that border Arizona and

Nevada4 to New Communications of the Southwest Inc. (''NewILEC Southwest").

NewlLEC Southwest will become an indirect wholly owned subsidiary of Frontier post-

closing. 5 The seven exchanges have rural characteristics but are currently part of a non-

rural Verizon study area in California (Verizon CA-Contel). Thus, Petitioners request a

study area waiver to remove these seven exchanges from their current study area and

combine them in a newly created rural study area. Petitioners further request that,

following the closing of the proposed Frontier-Verizon transaction, Frontier be permitted

Consolidated Application for Transfer of Control and Assignment of International and
Domestic Section 214 Authority, as Amended, WC Docket No. 09-95 (filed July 30,
2009) ("Assignment and Transfer Application").

The seven exchanges to be transferred are Alpine (Alpine Co.) and Coleville
(Mono Co.), Earp Big River, Havasu Landing, and Parker Dam (San Bernardino Co.),
Blythe (Riverside Co.), and Palo Verde (Imperial Co.). There are approximately 11,000
access lines in these seven exchanges.

NewlLEC Southwest is a Delaware corporation formed for the purposes of the
series of internal reorganizations and transactions described herein and in the attached
Joint Application ofFrontier Communications Corporation, New Communications
Holdings, Inc., New Communications IlEC Holdings, Inc., New Communications ofthe
Southwest Inc., Verizon West Coast Inc., Verizon California Inc., New Communications
Online and long DistanCe, Inc., Verizon long Distance, llC and Verizon Enterprise
Solutions, llC for Approval ofthe Sale ofAssets, Transfer ofCertificates and Customer
Bases, and Issuance ofAdcjitional Certificates, Decision Granting the Joint Application
ofFrontier and Verizon, Decision 09-10-056, at 15 (issued Nov. 4, 2009) ("California
Approval Order") (attached as Attachment A); see also Assignment and Transfer
Application, Public Interest Statement, at 9.
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to operate these seven exchanges as a study area separate from Frontier's existing

California study areas.6

As another part of the Frontier-Verizon transaction, Verizon South will transfer

and assign its assets, liabilities and customer relationships relating to its local exchange,

intrastate toll, and exchange access operations in North Carolina, except for those

customers in and facilities associated with the Knotts Islands exchange, to New

Communications ofthe Carolinas Inc. ("NewILEC Carolinas"). NewlLEC Carolinas will

become an indirect wholly owned subsidiary of Frontier post-c1osing. 7 Petitioners seek

a waiver to remove the Knotts Island exchange from its current study area in North

Carolina and create a new study area consisting of this single exchange that Verizon

South will continue to serve. 8

As part of the proposed transaction, the parties also propose to transfer a different
rural study area (Verizon W-Coast-CA) in California to Frontier in its entirety. No
waiver is necessary for this study area. In addition, Verizon and Frontier have other
study area holdings in California that are unaffected by the proposed transaction. A chart
more fully describing all Verizon and Frontier study areas both before and after the
proposed transaction is attached to the Petition as Attachment B.

Joint Application ofNew Communications ofthe Carolinas Inc., New
Communications Online and Long Distance, Inc., Verizon South Inc., Verizon Long
Distance LCC, and Verizon Enterprise Solutions, LLCfor Certificates ofConvenience
and Necessity andApproval ofRequests for Abandonment ofService, Adoption ofa Price
Cap Plan, and Waiver ofSlamming Rules, Docket No. P- I488, Subs 0 and I, et aI., Order
Granting Certificates and Approving Requests (issued Nov. 30, 2009) ("North Carolina
Approval Order") (attached as Attachment C); In re Verizon Communications Inc. and
Frontier Communications Corp. Applicationfor Consent to Assign and Transfer Control
ofAuthority to Provide Global Facilities-Based and Global Resale International
Telecommunications Services and to Assign and Transfer Control ofDomestic Common
Carrier Transmission Lines, Consolidated Application for Transfer of Control and
Assignment ofinternational and Domestic Section 214 Authority, Public Interest
Statement, at 9.

There are approximately 625 access lines in the Knotts Island exchange in North
Carolina. The Knotts Island exchange is served by a remote switch in North Carolina,
but the host central office is in Virginia.

3



Related to this Petition, on May 29, 2009, Frontier and Verizon filed a series of

applications pursuant to sections 214 and 31O(d) of the Communications Act of 1934, as

amended, 9 seeking Commission approval for various assignments and transfers of control

of licenses and authorizations for purposes of sections 214 and 31 O(d) affecting operating

companies in 14 states. 10 The Commission sought and received public comment on

those applications, which remain pending. 11 Frontier and Verizon also filed joint

applications with various state public service commissions, including an application for

approval of transfers with the California Public Utilities Commission ("California

Commission") and an application for authorizations with the North Carolina Utilities

Commission ("North Carolina Commission") with respect to certain local exchange and

long distance operations affected by the proposed transaction in those states.

On October 29, 2009, the California Commission approved the transaction,

certifying the seven Verizon California exchanges to be transferred to Frontier as a

separate ILEC and designating NewILEC Southwest as an eligible telecommunications

carrier ("ETC"). As part of that decision, the California Commission determined that

customers in these rural parts of California will benefit from the proposed transaction

because "Frontier has pursued a strategy of enhancing its local presence in the

communities in which it operates. With the proposed transaction, the residential and

9

10

47 U.S.c. §§ 214, 310(d).

See Assignment and Transfer Application.

11 See Applications Filed by Frontier Communications Corporation and Verizon
Communications Inc. for Assignment and Transfer of Control, Pleading Cycle
Established, Public Notice, WC Docket No. 09-95 (reI. Aug. II, 2009).

4



business consumers in the service areas it is acquiring from Verizon will become a key

focus for Frontier." 12

On November 30, 2009, the North Carolina Commission granted a Certificate of

Convenience and Necessity to NewILEC Carolinas "as the successor to Verizon South,"

and designated it "as the Incumbent LEC as defined in 47 CFR 51.5 for the existing study

area ofVerizon South, other than the Knotts Island exchange." 13

II. Waiver of the Frozen Study Area Boundaries Is Warranted

The Commission froze study area boundaries as ofNovember IS, 1984, to

prevent telephone holding companies from separating high cost exchanges within their

existing service territories into separate companies in order to maximize high cost

support. 14 The Commission stated at the time that study areas were not frozen to

"discourage the acquisition of high cost exchanges or the expansion of service to high

cost areas.,,15 Indeed, the Commission has routinely granted waivers of the study area

boundary freeze to facilitate the transfer of control of exchanges and has frequently done

so at the Bureau level. 16

12

13

California Approval Order at 15.

North Carolina Approval Order at 3.

14 See MIS and WATS Market Structure, Amendment ofPart 67 ofthe Rules and
Establishment ofa Joint Board, Recommended Decision, CC Docket Nos. 78-72 and 80
286,49 Fed. Reg. 48325, 48337 ~~ 65-66 (reI. Dec. 12, 1984); see also 47 C.F.R. Part 36
App.

IS Id.

16 See, e.g., Joint Petition for Waiver ofthe Definition of "Study Area" Contained in
Part 36, Appendix-Glossary ofthe Commission's Rules; Petitionfor Waiver ofSections
69.3(e)(I I) and 69.605(c) ofthe Commission's Rules, Order, 22 FCC Rcd 6699 (2007);
United Telephone Company ofKansas United Telephone Company ofEastern Kansas
and Twin Valley Telephone, Inc.; Joint Petitionfor Wdiver ofthe Definition of "Study

5
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Furthennore, the Commission previously has approved petitions to modify

existing study areas in connection with exchanges that border more than one state, similar

to the instant request in connection with the California exchanges bordering Arizona and

Nevada. l
? Also, the Commission previously has approved requests to create new study

areas consisting of a single exchange, similar to Petitioners' request in connection with

the Knotts Island exchange in North Carolina. 18 As discussed below, the requested

Area" Contained in Part 36 ofthe Commission's Rules; Petition for Waiver ofSection
69.3(e)(ll) ofthe Commission's Rules; Petitionfor Clarification or Waiver ofSection
54.305 ofthe Commission's Rules, Order, 21 FCC Rcd 10111 (2006); Searsboro
Telephone Company, Inc. and Killduff Telephone Company Joint Petition for Waiver of
the Study Area Boundary Freeze Codified in the Part 36, Appendix-Glossary ofthe
Commission's Rules; Petition for Waiver ofSection 69.605(c) ofthe Commission's Rules,
Order, 19 FCC Rcd 13822 (2004); Nemont Telephone Cooperative, Inc., Missouri Valley
Communications, Inc., Reservation Telephone Cooperative and Citizens
Telecommunications Company ofNorth Dakota; Joint Petitionfor Waiver ofthe Study
Area Boundary Freeze Codified in the Part 36, Appendix-Glossary ofthe Commission's
Rules; Petitionfor Waiver ofSections 6I.4I(c)(2), 69.3(e)(ll) and 69.605(c) ofthe
Commission's Rules, Order,18 FCC Red 838 (2003).

See, e.g., Citizens Utilities Rural Company, Inc. and Qwest Corporation; Joint
Petition for Waiver ofthe Definition of "Study Area" Contained in the Part 36 Appendix
Glossary ofthe Commission's Rules, Order, 16 FCC Rcd 13032 (200\); Citizens
Telecommunications Company ofColorado, Inc. and Qwest Corporation; Joint Petition
for Waiver ofthe Definition of "Study Area" Contained in the Part 36Appendix-Glossary
ofthe Commission's Rules, Order, 16 FCC Rcd 31 (2000); Citizens Telecommunications
Company ofIllinois and GTE South Incorporated and GTE North Incorporated; Joint
Petition for Waiver ofthe Definition of "Study Area" Contained in the Part 36 Appendix
Glossary ofthe Commission's Rules, Order, 15 FCC Rcd 23706 (2000); Citizens
Telecommunications Company ofIowa and Qwest Corporation; Joint Petition for Waiver
ofthe Definition of "Study Area" Contained in the Part 36 Appendix-Glossary ofthe
Commission's Rules, Order, 15 FCC Rcd 19362 (2000); Citizens Telecommunications
Company ofNorth Dakota and US WEST Communications, Inc.; Joint Petitionfor
Waiver ofthe Definition of "Study Area" Contained in the Part 36 Appendix-Glossary of
the Commission's Rules, Order, 15 FCC Rcd 12916 (2000).

See, e.g., Searsboro Telephone Company, Inc, and KillduffTelephone Company
Joint Petition for Waiver ofthe Study Area Boundary Freeze Codified in the Part 36,
Appendix-Glossary ofthe Commission's Rules; Petitionfor Waiver ofSection 69.605(c)
ofthe Commission's Rules, Order, 19 FCC Red 13822 (2004) (granting study area waiver
to create a new study area consisting of only the Kil1duff, Iowa exchange); Sully
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waivers will promote and advance universal service without conflicting with the

Commission's rationale for freezing study area boundaries.

The factors that the Commission requires for a study area waiver are all present in

this case: (I) the state commissions in California and North Carolina have approved the

transaction, including the requisite ETC designations for NewILEC Southwest and

NewILEC Carolinas, respectively, for the exchanges that are being transferred in the

proposed transaction; (2) the transfer of the seven exchanges from Verizon California's

study area to a single new study area and the creation of a new study area in North

Carolina consisting ofthe Knott's Island exchange will not adversely affect the Universal

Service Fund; and (3) granting the study area waiver request will serve the public

interest. For these reasons, the Petitioners respectfully request that the Commission grant

this petition as expeditiously as possible to allow Petitioners to close the transaction and

begin operations in California and North Carolina.

A. No State Commission Objections

Both the California and North Carolina Commissions have been presented with

and have approved the transactions, including with respect to the changes in study area

boundaries that are the subject of this petition. The California Commission, on October

29,2009, approved the application ofVerizon and Frontier for the transfer of the

California exchanges at issue, granting a Certificate of Public Convenience and Necessity

to NewILEC Southwest to allow it to operate the seven exchanges being transferred from

Telephone Association, Inc. and Reasnor Telephone Co., LLC; Joint Petition for Waiver
ofthe Definition of "Study Area" Contained in Part 36, Appendix-Glossary ofthe
Commission's Rules; Petition for Waiver ofSection 69.605(c) ofthe Commission's Rules
Regarding the Definition of "Average Schedule Company," Order, 20 FCC Red 19190

7



19

Verizon California separately from other Frontier operations in California, and approving

"NewILEC's designation as an ETC and transfer of existing Verizon California status as

such in the affected exchanges.,,19 Similarly, the North Carolina Commission, on

November 30, 2009,designated NewlLEC Carolinas as an ETC for the existing study area

ofVerizon South, other than the Knotts Island exchange. 2o

Accordingly, the state commissions with regulatory authority over the transferred

territories do not oppose the transfers. Furthermore, in accordance with the

Commission's expectation that state commissions be informed of proposed changes in

study area boundaries, a copy of this petition is being served on both the California

Commission and the North Carolina Commission.

B. No Adverse Effect on the Universal Service Fund

The changes in study area boundaries that are the subject of this Petition will not

adversely affect the Universal Service Fund ("USF"). As explained below, the local

telephone exchange transfers and study area waivers involved in the Frontier-Verizon

transaction will not cause a shift in Universal Service Fund cost recovery in an amount

equal to or greater than one percent of the total USF high cost assistance for 2010.

California exchanges. With respect to the seven Verizon California exchanges

being transferred to a new study area, 47 C.F.R. 54.305(b) (the "parent trap") ensures that

(2005) (granting study area waiver to create a new study area consisting of only the
Reasnor, Iowa exchange).

California Approval Order at 22; see also id. at 21 ("NewILEC should be
designated an ETC under 47 U.S.C. Section 214(e). NewILEC's services contain each of
the service elements necessary for ETC designation, including each of those in 47 U.S.C.
Section 214(e)."). The California Commission has ordered that NewILEC file an advice
letter to be designated as an ETC once the proposed transaction closes. Id. at 10,23.

20 North Carolina Approval Order at 4.

8



High Cost Loop Support and Local Switching Support will not change on a per line

basis.21 Because these exchanges are part of a non-rural study area today, Verizon does

not receive any High Cost Loop Support or Local Switching Support in these areas;

accordingly, after the transaction closes, this will remain true under the parent trap - with

the possible exception of a small amount of safety valve support.22 Verizon also does not

receive any high cost model support from the non-rural mechanism in these areas because

of the formula used to determine high cost model support, which will also remain true

when the transaction closes.

When the transaction closes, these seven exchanges will be part of NewlLEC

Southwest (which will be a rural company pursuant to 47 U.S.C. § 153(37» and an

indirect subsidiary of Frontier. However, since NewlLEC Southwest will still be a price

cap carrier, it will not receive Interstate Common Line Support for these seven

exchanges. Instead, it will continue to receive Interstate Access Support ("lAS"). While

the amount ofIAS for these exchanges could increase or decrease because of the way the

mechanism operates, the total amount of ILEC Interstate Access Support is capped,23 and

thus the waiver will not increase overall universal service support.

21 47 C.F.R. § 54.305(b) ("A carrier that acquires telephone exchanges from an
unaffiliated carrier shall receive universal service support for the acquired exchanges at
the same per-line support levels for which those exchanges were eligible prior to the
transfer of the exchanges"); see also SRT Communications, Inc. and North Dalwta
Telephone Company; Joint Petition for Waiver ofthe Definition of "Study Area"
Contained in Part 36, Appendix-Glossary ofthe Commission's Rules; Petition for Waiver
ofSections 69.3(e)(ll) and 69.605(c) ofthe Commission's Rules, 22 FCC Rcd 6699,
6701 ~ 7 (Wireline Compo Bur. 2007).

22 See 47 C.F.R. § 54.305(d)-(e).

23 Access Charge Reform, Price Cap Performance Review for Local Exchange
Carriers, Low-Volume Long-Distance Users, Federal-State Joint Board on Universal

9
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25

26

Moreover, while it is difficult to estimate the potential change in lAS support due

to the nature of the lAS support formulas, which depend on other carriers' data as well, it

is certain that any increase in support will not come close to the "one percent" oftotal

nationwide high cost support limitation adopted by the Commission,24 even if the seven

exchanges were also to receive some safety valve support pursuant to 47 C.F.R.

54.305(d)-(e).25 The most recent Universal Service Administrative Company ("USAC")

projection for total nationwide High Cost Support for 2009 is $4.9 billion. 26 Assuming

that 20 I0 High Cost Support will not be below 2009 levels, one percent of projected high

cost support for 20 I 0 would be approximately $49 million. The amount of increased lAS

and safety valve support, if any, to the seven exchanges with approximately 11,000

access lines to be served by NewlLEC will not approach $49 million, either on its own or

in combination with any changes in support resulting from the Knotts Island, North

Carolina waiver.

Service, Sixth Report and Order in CC Docket Nos. 96-262 and 94-1, Report and Order
in CC Docket No. 99-249, Eleventh Report and Order in CC Docket No. 96-45, 15 FCC
Rcd 12962, ~ 201 (2000) ("CALLS Order").

See US West Communications, Inc. and Eagle Telecommunications, Inc., Joint
Petition for Waiver ofthe Definition of "Study Area" Contained in Part 36, Appendix
Glossary ofthe Commission's Rules, Memorandum Opinion and Order, 10 FCC Rcd
1771, 1772~5 (1995).

Safety valve support is capped at 50 percent of any positive difference between a
rural carrier's calculated high-cost loop support for the transferred exchanges and the
index year amount. See 47 C.F.R. § 54.305(d). Also, the total amount of safety valve
support available to rural carriers is capped at five percent of annual High Cost Loop
Support available to rural carriers in any particular year, thereby providing an additional
limitation on the amount of safety valve support available to carriers. See 47 C.F.R. §
54.305(e).

See Universal Service Administration Company, Federal Universal Service
Support Mechanisms Fund Size Projections for the First Quarter 2010, Table HC02
(Nov. 2,2009), projecting $4,906,813,812 in High Cost Support for 2009.

10



North Carolina exchanges. With respect to North Carolina, the existing Verizon

study area is a non-rural study area today and thus Verizon South does not receive any

rural High Cost Loop Support or Local Switching Support in these areas. When the

transaction closes, the study area consisting of those lines and exchanges being

transferred to NewlLEC Carolinas (and hence to Frontier) will be a non-rural study area,

and thus will not receive any High Cost Loop Support or Local Switching Support.

Although the post-transaction Verizon study area consisting of the Knotts Island

exchange will be a rural study area pursuant to 47 U.S.C. § 153(37), any High Cost Loop

Support or Local Switching Support for that one exchange study area with 625 lines will

not approach $49 million (one percent of total support), either on its own or in

combination with any changes in support resulting from the California waiver. However,

to be certain that granting this petition cannot have a material impact on the Universal

Service Fund, Verizon South voluntarily commits not to request any support from the

rural high cost mechanisms (with the potential exception of safety valve support for these

625 lines, if eligible) for the Knotts Island exchange upon close of the transaction.

Similarly, neither NewlLEC Carolinas nor Verizon South currently receives or will

receive any high cost model support from the non-rural mechanism in these areas because

of the formula used to determine high cost model support.

As price cap carriers, NewlLEC Carolinas and Verizon South will receive lAS for

the North Carolina exchanges at issue. While the amount of lAS for these exchanges

could increase or decrease because of the way the mechanism operates, the waiver will

not increase the overall universal service support by virtue of the cap on the total amount

ofILEC Interstate Access Support available. And, for the reasons explained above, there

II



is no reason to believe that the amount of increased lAS and any other support as a result

of this transaction would even approach one percent of the total USF high cost assistance

for 2010.

C. Public Interest

The public interest will be served by grant of the requested waivers. Frontier and

its operating companies are dedicated to providing their customers high quality service at

reasonable rates, and have a rich history in providing telecommunications and broadband

service throughout the United States. Frontier has pursued a strategy of focusing on and

enhancing its local presence in the communities in which it operates. Frontier is

committed to broadband deployment and will explore every opportunity to deploy

broadband in California and North Carolina as part of Frontier's overall broadband

investment and growth strategy.

As the California Commission found, upon consummation of the proposed

transaction, "[c]ustomers are expected to receive substantially the Same services post

merger as they received pre-merger, and at the same prices," and that the transaction

"should not have any adverse impacts on wholesale service customers in California.,,27

Moreover, the California Commission determined that post-closing, Frontier will have

"an even stronger balance sheet and greater cash flow generation capabilities." The

California Commission found that "[t]he increased financial strength is expected to

improve Frontier's access to capital and lower its cost of capital, which will inure to the

benefit ofthe California exchanges and their customers.',28

27

28

Id.

California Approval Order at 16.

12
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In addition, this Commission has repeatedly stated that increasing the availability

of broadband service is one of its most important goals. Indeed, Congress and the

President have made clear that providing broadband to unserved and underserved

customers is an important national objective because of its effects on economic

development and job growth. To that end, the transaction furthers these goals and the

goals of universal service of ''working with the states to promote increased subscribership

and provide appropriate incentives for the deployment of facilities capable of providing

the supported services, as contemplated in sections 214 and 254 of the ACt.,,29

ITI. Conclusion

Petitioners have met their burden ofproving that the proposed study area

boundary waivers (I) are not opposed by the California and North Carolina

Commissions, the state commissions with regulatory authority over the subject study

areas; (2) will not adversely affect the Universal Service Fund; and (3) will be in the

public interest. Therefore, Petitioners respectfully request that the Commission waive its

frozen study area boundaries as set forth in this Petition.

See M&L Enterprises, Inc., d/b/a Skyline Telephone Company, Petitionfor
Waiver ofSections 36.611,36.612, and 69.2(h) ofthe Commission's Rules, CC Docket
No. 96-45, Order, 19 FCC Rcd 6761, 6765 ~ 8 (2004).

13
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Decision 09-10-056 October 29, 2009

Date of Issuance 11/4/2009

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Joint Application of Frontier Communications
Corporation, New Communications Holdings,
Inc., New Communications ILEC Holdings, Inc.,
New Communications of the Southwest Inc.,
Verizon West Coast Inc. (U102OC), Verizon
California Inc. (U1002C), New Communications
Online and Long Distance, Inc., Verizon Long
Distance, LLC (U5732C) and Verizon Enterprise
Solutions, LLC (U5658C) For Approval of the Sale
of Assets, Transfer of Certificates and Customer
Bases, and Issuance of Additional Certificates.

Application 09-06-005
(Filed June 4, 2009)

DECISION GRANTING THE JOINT APPLICATION OF
FRONTIER AND VERIZON

1. Summary

This decision approves the transfer of 13 California telephone exchanges

from Verizon Communications Inc. and its subsidiaries to Frontier

Communications Corporation and its subsidiaries. The decision approves a

settlement between the telephone companies and the Division of Ratepayer

Advocates and The Utility Reform Network, which protects the public from rate

increases and service deterioration for a period of one year.

2. The Transaction

Frontier Communications Corporation ("Frontier"), New Communications

Holdings, Inc. ("NCH"), New Communications ILEC Holdings, Inc. ("NCIH"),

New Communications of the Southwest Inc. ("NewILEC"), Verizon West

Coast Inc. ("Verizon West Coast"), Verizon California Inc. ("Verizon California"),

404506 -1 -



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

New Communications Online and Long Distance, Inc. ("NewLD"), Verizon Long

Distance, LLC ("VLD"), and Verizon Enterprise Solutions, LLC ("VES"), seek

approval of the transfer of a portion of Verizon Communications Inc. ("Verizon")

local exchange and long distance business in California to companies to be

owned and controlled by Frontier and for such other approvals as may be

deemed necessary to complete this transaction.

This application concerns a small part of a multi-state transaction in which

Verizon proposes to transfer its operating companies in a number of states to

Frontier. Frontier and its operating companies in those states have significant

experience in serving rural areas, including California. Frontier asserts that the

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

provide enhanced services. The proposed transaction will also bolster Frontier's

financial strength and enable it to expand broadband and other service offerings.

In California, the transaction involves property in 13 exchanges.

Six exchanges comprise the entire serving territory of Verizon West Coast, a

wholly owned subsidiary of Verizon Northwest Inc. ("Verizon Northwest"), the

operating company serving Oregon, Washington, and Idaho, which will also be

transferred to Frontier. Another seven Verizon California exchanges are being

transferred to Frontier; these border Arizona and Nevada, and are contiguous to

the Verizon California properties in those states that are also being transferred.

Also, certain long distance customers in those 13 exchanges, currently served by

Verizon affiliates, will be transferred to Frontier entities. Upon closing, Frontier

will own and control both the Verizon assets transferred to it as part of this

transaction as well as its existing operations in California.

Frontier is a corporation organized under the laws of Delaware and is a

publicly traded holding company. Frontier is a full-service communications

-2-



A.09-06-005 AL]/RAB/oma

provider and is one of the largest rural local telephone exchange companies in

the country. Frontier offers telephone, television, and IIlternet services, as well

as bundled offerings, wireless Internet data access, data security solutions, and

specialized bundles for small/medium/large businesses and home offices to

customers in 24 states. In 2008, Frontier's revenue was $2.2 billion, with a net

income of $182.7 million. The company has approximately 5,600 employees and

serves a total of 2.8 million voice and broadband connections, including

2.3 million access lines.

Frontier does not conduct business directly in California but owns and

controls one local exchange carrier in California, Citizens Telecommunications

Company of California, Inc. doing business as Frontier Communications of

California (U1024C) ("Frontier California"). Frontier's subsidiary, Frontier

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

California.

Verizon West Coast holds a Certificate of Public Convenience and

Necessity ("CPCN") to provide local exchange services in six exchangesl in the

northwest corner of California in Del Norte and Humboldt Counties. Verizon

West Coast has approximately 13,000 access lines in its territory. Verizon West

Coast is a direct, wholly owned subsidiary of Verizon Northwest which provides

local exchange service in Washington, Oregon, and Idaho, and is an indirect,

wholly owned subsidiary of Verizon.

1 These exchanges are: Crescent City, Klamath, Smith River, Hiouchi, and Gasquet in
Del Norte County and Orick in Humboldt County.

-3-



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

Verizon California holds a CPCN to provide local exchange services in

California,2 primarily in southern California, and has approximately 3.4 million

access lines in its territory, only a very small portion of which - approximately

11,000 access lines - is being transferred to Frontier. Verizon California is an

indirect, wholly owned subsidiary ofVerizon.

VLD holds a CPCN to provide inter Local Access and Transport Area

("LATA") and intraLATA resold telecommunications services (excluding local

exchange services) in California pursuant to Decision (D.) 97-02-011. VLD is an

indirect, wholly owned subsidiary of Verizon.

YES holds a CPCN to provide interLATA and intraLATA resold

telecommunications services (excluding local exchange services) in California

pursuant to D.96-09-004. YES is an indirect, wholly owned subsidiary of

Verizon.

NCH, NCIH, NewILEC, and NewLD are Delaware corporations formed

for the purposes of the series of internal reorganizations and transactions

described in this application.

On May 13, 2009, Frontier, Verizon, and NCH entered into an Agreement

and Plan of Merger ("Merger Agreement") under which Frontier will acquire

approximately 4.8 million access lines (and certain related assets) currently

owned by subsidiaries of Verizon in Arizona, Idaho, Illinois, Indiana, Michigan,

Nevada, North Carolina, Ohio, Oregon, South Carolina, Washington, Wisconsin,

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

2 Verizon California is also authorized to provide local exchange service in portions of
Arizona and Nevada contiguous to California, and serves approximately
6,000 customers in Arizona and 36,000 customers in Nevada.
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and Oregon.3 The Merger Agreement filed with the Securities and Exchange

Commission ("SEC') is attached as Exhibit 1 to the application. On the same

date, Verizon and NCR entered into a Distribution Agreement. A copy of the

Distribution Agreement filed with the SEC is attached as Exhibit 2 to the

application.

The Merger Agreement and the Distribution Agreement are designed to:

(a) establish a separate entity (i.e., NCR) as the holding company for Verizon's

local exchange, long distance, and related business activities in the acquired

areas described above; (b) spin-off the stock of that new entity to Verizon

shareholders; and then (c) immediately merge the new entity into Frontier.

The transaction will be completed through several steps:

(1) NCR will serve as the holding company for the local
exchange, long distance, and related businesses in
California and the other affected states that are being
transferred to Frontier. NCR currently is a subsidiary of
Verizon; after the transactions described below, it will be
merged into Frontier. Frontier will be the surviving
entity, and will then own and control the Verizon assets
being transferred to it through the transaction at issue
here as well as its current properties in the state.

3 Because Verizon California is only transferring a few border exchanges in California
to Frontier, its circumstances differ from those that exist in other states that are part of
this transaction.
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(2) NCH has two newly formed subsidiaries: (a) NCIH,
which will own the stock of NewILEC, Verizon West
Coast, and the other operating Incumbent Local
Exchange Carriers ("ILECs") in the affected states; and
(b) NewLD, which will hold the accounts receivables and
customer relationships related to the long distance
operations (and other operations) in California and the
other affected states.

(3) Through a series of intra-corporate stock transfers,
Verizon will transfer (or cause to be transferred) the stock
of NewILEC, Verizon West Coast and the other affected
ILECs to NCIH.4 Similarly, VLD and YES will transfer
their accounts receivables and customer relationships
related to their long distance operations in California and
the other affected states to NewLD.

(4) The stock of NCH will then be distributed to Verizon
shareholders - that is, NCH will be "spun off" from
Verizon to Verizon's shareholders so that NCH and
Verizon will be separate corporations. Immediately
following this spin-off, NCH will be merged into
Frontier, and Frontier will be the surviving holding
company, operating under its existing name and
corporate structure, but also owning all of the stock of
NCH's subsidiaries, NOH and NewLD. Once the
merger is completed, NCH will cease to exist; thus, NCIH
and NewLD will be direct subsidiaries of Frontier, and
NewILEC will be an indirect subsidiary through NCIH.

4 The assets and business to be transferred to NCIH (as well as the assets and business
that are not being transferred) are more fully described in the Distribution Agreement
between Verizon and NCH.
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As noted above, Frontier will acquire Verizon West Coast in its entirety,

but will acquire only a small portion of Verizon California's territory near the

Arizona and Nevada borders.s Accordingly, prior to the spin-off of NCH and its

merger into Frontier, Verizon California will transfer its assets, liabilities, and

customer relationships in seven exchanges (five bordering Arizona and two

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

access operations along the Arizona and Nevada borders to NewILEC.6

Verizon California also will transfer the stock of NewILEC to NClli through a

series of intermediate transfers, such that NewILEC will become a direct,

wholly owned subsidiary of NClli and an indirect, wholly owned subsidiary of

NCH. In this way, after the merger, Frontier Communications will be the

ultimate parent of Verizon West Coast and NewILEC. (Veriwn West Coast will

be renamed, because Frontier will not operate under the Verizon name in any

state. For purposes of this application, however, the name "Verizon West Coast"

is used in describing the pre- and post-transaction structures.) The corporate

structure and transaction as it relates to California and the other affected states

are illustrated in Exhibit 3 to the application.

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

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

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

6 Verizon California also operates in Arizona and Nevada, and will transfer its assets in
those states to NewILEC as well, because these operations are included in the
transaction.
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NewfLEC and NewLD seek the required CPCNs as part of this transfer

application because NewILEC will be acquiring operating telephone exchanges

and NewLD will likewise be acquiring existing customers and operations.

NewfLEC will assume any existing Verizon California wholesale obligations,

including contracts, to California wholesale customers and to other carriers to the

extent applicable, and Verizon West Coast will retain its existing obligations, if

any. Upon completion of the transaction, Frontier may elect to change the names

of these entities; if so, it will make the necessary filings.

No change of control will occur with respect to Frontier's existing

operating entities in California, including Frontier California and Frontier

Communications of America, Inc., or with respect to any entity holding a

controlling interest in them, because the control of these companies will remain

with Frontier. At the completion of the transaction, Frontier will own and

control three incumbent local exchange companies in California: Frontier

California, Verizon West Coast, and NewfLEC. In addition, Frontier will own

and control two long distance companies: Frontier Communications of

America, Inc. and NewLD.

Frontier Communications is a Delaware corporation with its principal

place of business in Stamford, Connecticut. Verizon West Coast and Verizon

California are California corporations with their principal place of business in

Thousand Oaks, California. VLD and YES are Delaware corporations with their

principal places of business in Arlington, Virginia. NCH, NCIH, NewILEC, and

NewLD are Delaware corporations formed for the purposes of the series of

internal reorganizations and transactions described in this application.

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

operate as a stand-alone company in California (subject to being renamed), and
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will become a direct, wholly owned subsidiary of NCIH and an indirect,

wholly owned subsidiary of NCH. Verizon West Coast, therefore, requests that

its CPCN be transferred accordingly.

The seven Verizon California exchanges along the Arizona and Nevada

borders will no longer be operated as part of Verizon California but will be

transferred to NewILEC, a newly-formed corporation which will operate in

California as well as Arizona and Nevada Gust as Verizon California does today).

Accordingly, NewILEC requests a new CPCN from the Commission to permit it

to operate those California exchanges transferred from Verizon California on the

same terms. Verizon California will continue to operate in California, minus the

seven exchanges adjacent to the Arizona and Nevada borders that it has

transferred to NewILEC.

NewLD requests a CPCN to provide interLATA and intraLATA resold

telecommunications services (except local exchange services). This will enable

NewLD to conduct the long distance business transferred to it by VLD and VES.

VLD and VES will continue to provide some long distance telecommunications

services in California, and, therefore, will maintain their CPCNs. In accordance

with applicable Commission precedent as set forth in D.06-10-021 and prior

decisions, slamming requirements do not apply to customer base transfers such

as this. The parties will comply with all applicable customer notice requirements

set forth in 47 C.F.R. Section 64.1120(e), Pub. Uti!. Code § 2889.3, and D.06-10-021.

NewILEC requests that the Commission allow it to adopt the prices, terms,

and conditions of Verizon California with respect to the transferred exchanges,

and NewLD requests that the Commission allow it to adopt the prices, terms,

and conditions of VLD and VES. NewILEC also requests that it be designated an

Eligible Telecommunications Carrier ("ETC") under 47 U.s.c. Section 214.
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