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l. INTRODUCTION

Please state your name and business address.
My name is Rebecca Beaton. My business address is 621 Woodland Square Loop
SE, Lacey, WA 98503. My business mailing address is P.O. Box 47250, Olympia,

WA, 98504-7250. My email address is rebecca.beaton@utc.wa.gov.

Q. By whom are you employed and in what capacity?
| am employed by the Washington Utilities and Transportation Commission
(Commission or UTC) as an Infrastructure Analyst in the Regulatory Services
Division’s Telecommunications Section. My work involves a broad spectrum of
analyses concerning the telecommunications industry, and | engage in such matters
internally and externally with agency partners, service providers, and federal and

state entities.

How long have you been employed by the Commission?

| have been employed by the Commission for over 20 years.

Would you please state your educational and professional background?

My education and statement of qualifications are contained in Exhibit RB-2.
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1. SCOPE AND SUMMARY OF TESTIMONY

What is the purpose of your testimony?

| provide an overview of the settlement before the Commission (the Settlement),

discuss the specific terms, and explain why Commission staff (Staff) recommends

that the Commission adopt the Settlement without condition to resolve the

application to transfer the control of Ziply Fiber Northwest (ZFN) from Northwest

Fiber Holdco, LLC (Northwest Fiber) to BCE Holdings Corporation (Bell Canada). |

refer to this transfer of control as the “Proposed Transfer” throughout my testimony.

Q. What is the basis for the Staff recommendation?

My recommendation stems from a detailed investigation and evaluation of the

testimony of Northwest Fiber and BCE (collectively “the Joint Applicants™); many

months of discovery and analysis, including review of historical and future-looking

data; a close examination of service quality data reported for ZFN and its affiliates

(collectively “the Ziply Entities”); and negotiations and settlement discussions with

the parties to this matter.

Q. Why does Staff recommend that the Commission approve the proposed

Settlement Agreement?

A. Staff concludes that the Settlement, which includes commitments from the Joint

Applicants, ensures that the transfer of control of ZFN is consistent with the public
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interest because it satisfies the requirement of no harm to ZFN’s customers. The

proposed settlement, among other things, includes a commitment to advance

universal service through capital expenditures within ZFN’s ILEC territory and

implements an automatic credit mechanism to encourage timely resolution of service

interruptions. Staff recommend the Commission approve the settlement agreement

(Attachment A) without conditions.

Q. Have you prepared exhibits in support of your testimony?

Yes. | prepared Exhibits RB-2 through RB-8, described here:

Exh. RB-2

Exh. RB-3

Exh. RB-4HC

Exh. RB-5HC

Exh. RB-6HC

Exh. RB-7THC

Exh. RB-8

Statement of Qualifications

Washington Service Catalog Section 3 Ziply Fiber 5th Revised
Sheet 37 Revised July 1, 2025

Highly Confidential Supplemental Response of Northwest Fiber
Holdco, LLC and BCE Holding Corporation to the UTC Staff
Data Request No. 89

Highly Confidential Response of Northwest Fiber Holdco, LLC
and BCE Holding Corporations to UTC Staff Data Request No.
95

Highly Confidential Response of Northwest Fiber Holdco, LLC
and BCE Holding Corporations to UTC Staff Data Request No.
99

Highly Confidential Response of Northwest Fiber Holdco, LLC
and BCE Holding Corporations to UTC Staff Data Request No.
96, with Attachment

Response of Northwest Fiber Holdco, LLC and BCE Holding
Corporations to UTC Staff Data Request No. 65
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1.  THE SETTLEMENT RESOLVES THE APPLICATION IN A WAY

CONSISTENT WITH THE PUBLIC INTEREST

What is Northwest Fiber?

Northwest Fiber is a Delaware Limited Liability company formed to manage ZFN
and other affiliates. Searchlight Capital Partners, L.P. (Searchlight) owns 90 percent
of Northwest Fiber. Searchlight is a global private equity investment company.
Searchlight funds are invested in communications, media, and financial and business
services with 16.8 billion dollars in assets under management. WDC Management,
LLC, (WDC) holds the remaining ten percent ownership of Northwest Fiber, and its

investments are in the telecommunications arena.

Are you familiar with ZFN?
Yes. | am familiar with ZFN through my work on telecommunications matters in the

Commission’s Regulatory Services Division.

What is ZFN?
ZFN descends from various corporate entities operating as incumbent local exchange
carriers (ILECs) prior to the federal deregulation of the telecommunications industry

in 1996.
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How was ZFN created?

In 2020, Northwest Fiber acquired all the equity interests in Frontier
Communications Northwest, LLC, as well as the three Frontier Communications
Incumbent Local Exchange Companie (ILECs) operating in the states of Idaho,
Oregon and Montana. The Commission approved the transaction in 2020 in Docket
UT-190574. Frontier Communications Northwest, Inc., was reorganized into a
limited liability company just prior to closing of the transaction and then renamed to
ZFN in June 2021. The tariff with the name changes to ZFN became effective in
August 2021 in dockets UT-210557 and UT-210558. In 2024, Northwest Fiber
acquired the assets of Computer 5, Inc., dba LocalTel Communications, a small
Competitive Local Exchange Company (CLEC) in Wenatchee, Washington, and
folded its Rural Digital Opportunity Fund (RDOF) operations into ZFN. The various

Ziply entities incorporated the purchased assets and obligations into their plans.

Besides ZFN, are there other Ziply Entities operating in Washington?
Yes. Northwest Fiber has two affiliates operating locally in Washington and one
affiliate facilitating long distance services. The local operating entities are intended

to expand competitive service offerings in the region.

Are you also familiar with BCE and Bell Canada?
Yes. BCE Inc. is a publicly traded Canadian corporation and BCE Holding’s

indirect corporate parent. BCE Inc. is also the direct corporate parent of Bell
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Canada, which is Canada’s largest communications company, and provides service
to residential, business, and wholesale customers. Bell Canada’s shares are publicly
traded on the Toronto Stock Exchange and on the New York Stock Exchange. Bell
Canada operates local access networks in Ontario, Quebec, the Atlantic provinces,
Manitoba, and the Northern Territories. It also has competitive local exchange
company (CLEC) services in British Columbia, Alberta, and Saskatchewan, and

operates copper, fiber, and wireless networks throughout Canada.

How did you become familiar with Bell Canada?

Bell Canada is the largest incumbent local exchange company in Canada and
operates in British Columbia, adjacent to Washington state. Staff is familiar with the
company and have engaged in information sharing exercises with Bell Canada on

cybersecurity, 911, emergency services, and network redundancy.

Are you familiar with the petition seeking approval for the Proposed Transfer?

Yes.

Would you describe the Proposed Transfer?

The Proposed Transfer involves the acquisition of Northwest Fiber by BCE Holding,
which through a series of transaction steps will become the sole owner of Northwest
Fiber. NWF Holding, through a series of restructuring steps at the holding company

level, will have Northwest Fiber merge with and into a new entity that will then
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subsequently be named Northwest Fiber Ultimate Holdings, LLC (Northwest
Ultimate). Once the proposed transfer is complete, ZFN will be a wholly owned
indirect subsidiary of Northwest Ultimate that will be a direct subsidiary of BCE

Holding.

What effect would the Proposed Transfer have on The Ziply Entities’
operations in Washington?

None. The Ziply Entities will continue to operate in their current territories in
Washington and in their current configuration. ZFN remain operationally
independent of BCE, with no name changes required by the Transaction. ZFN’s

current management and operations will remain in place.

Will the Ziply Entities remain independent operating entities after the proposed
transaction is completed?
Yes. The Ziply Entities’ operating subsidiaries will remain with no dissolution of the

current operating companies post transaction.

Have the Joint Applicants sought federal approval of the Proposed Transfer?
Yes. The Joint Applicants have filed an application with the Federal
Communications Commission (FCC) for the consent to transfer control of Northwest
Fiber subsidiaries that hold FCC licenses. The Joint Applicants also have filed a

Petition for Declaratory Ruling requesting FCC approval for foreign ownership in
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on Public Notice in Docket Number 24-692 in February 2025.1

What is the status of those federal filings?

The applications remain pending before the FCC. The federal process requires
approval first from the United States Department of Justice National Security
Department’s Committee for the Assessment of Foreign Participation in the U.S.
Telecommunications Services Sector (Team Telecom). Team Telecom advises the
FCC when foreign ownership raises national security concerns for a
telecommunications service provider application. Once Team Telecom finishes its
review, Team Telecom informs the National Telecommunications and Information
Administration (NTIA) of completion. In this case, NTIA filed its notice of
completion June 18, 2025. FCC staff have informed Commission staff that this
transfer application is considered a small regional transaction and, although
important to Washington state, the timeline for completion will likely not take the

full 120 days generally allocated, barring an extension, by the FCC to complete.

Have the Joint Applicants sought approval of the Proposed Transfer in other
states?
Yes. The Joint Applicants sought approval for the Proposed Transfer from the

Oregon Public Utilities Commission (OPUC) in Docket UM-2360. The Oregon

! Federal Communications Commission Docket Number 24-692: DA 25-134 and Report No. TEL-02426NS.
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filing is an application like the one filed in Washington and was filed at
approximately the same time. The Joint Applicants notified the Montana Public
Service Commission of the Proposed Transfer approximately the same time as filing
with this Commission and OPUC. The Joint Applicants have not sought approval
from the Idaho Public Utilities Commission or the Montana Public Utility
Commission because they do not believe those commissions have jurisdiction over

the transfer.

What is the status of the Oregon application?

The Joint Applicants filed a motion with the OPUC seeking permission to withdraw
their Joint Application on the basis that the two Ziply Fiber ILECs operating in
Oregon, ZFN and Ziply Fiber of Oregon, LLC., collectively serve fewer than 50,000
access lines. This fact thus allows an exemption from OPUC merger approval
requirements. On June 27, 2025, the OPUC issued an Order granting the Joint

Applicants request to withdraw the Joint Application and closing Docket UM-2360.

A. The Settlement

What is your understanding of the Commission’s jurisdiction over this
transfer?
| am not an attorney, but my understanding is that the Commission regulates utility

companies to protect the public interest. | also understand the Commission has
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authority to approve a transfer of control to ensure the transfer is consistent with the
public interest. | recognize that the Commission generally applies the no harm
standard in determining whether the transfer of control of a telecommunications
company is in the public interest, and | believe that it has codified that in its standard

of review in WAC 480-143-170.

Given that understanding, how did Staff approach settlement discussions in this
docket?

Staff’s approach was intended to ensure the proposed transaction would be in the
public interest by doing no harm. Staff attempted to develop a set of conditions that
would ensure the proposed transaction would not negatively impact provision of
services and planned investments by ZFN in Washington state. Discussions centered
around future-proofing investments and further fiber buildout, as well as creating a

record of evidence.

Did the parties reach agreement on such a set of conditions?

Yes. Staff and the Joint Applicants (all of whom I will refer to collectively as the
“Settling Parties”) agreed on nine conditions (that I refer to collectively as the
“Conditions” or singularly as a “Condition”), that are incorporated into the
Settlement as Attachment A. Public Counsel participated in all settlement meetings

and discussions, and as | understand it, Public Counsel does not join the Settlement
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but also does not oppose it. I further understand that Public Counsel will file

comments explaining its position.

Please provide an overview of the Conditions.

The parties agreed to nine Conditions. Those nine Conditions are: (1) General
Conditions; (2) Financial Reporting; (3) Capital Expenditures, Additional Broadband
Investment Commitments; (4) Major Outage Reporting; (5) Interconnection
Agreement and Wholesale Transparency; (6) Number Resources; (7) Service

Quality; (8) Most Favored Nation Clause; and (9) Transaction Benefit Condition.

What is the first condition, which contains the general conditions?

The first condition requires the Ziply Entities (those are Northwest Fiber, LLC, Ziply
Wireless, LLC, Ziply Fiber Pacific LLC, and Ziply Fiber Northwest. LLC) to retain
their books and records and to provide access to them to the Commission. The
condition also requires that the Commission be notified of any transaction terms or
conditions that might change while a Commission order is pending, or before the
Proposed Transaction closes but after the Commission issues any order approving it.
Further, the applicants must submit a supplemental application and seek to amend
any Commission order approving the Proposed Transfer if conditions and terms
change, and they must provide a timely response to all requests and inquiries from

the Commission and Staff.
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What is the purpose of this Condition?

The Condition is intended to do two things. First, it requires the Ziply Entities to
keep certain records and provide access to those records to the Commission and
Staff. The Ziply Entities must also provide timely and detailed responses to the
Commission’s or Staft’s requests for information. This will ensure that the
Commission has the information necessary to determine whether the obligations
imposed pursuant to the Proposed Transaction and the Settlement are met.
Additionally, ensuring Staff’s access to records, that responses to inquiries are
detailed and well-supported, and that data is provided in a timely manner will allow
Staff to make determinations and recommendations about issues that may affect
Commission-regulated services on a timeline that does not preclude action. Further,
this Condition will prevent any of the Ziply Entities (or their successors) from raising
jurisdictional objections to prevent the Commission or Staff from accessing records.
Ultimately, this Condition protects the public interest by protecting the
Commission’s access to information. Second, the Condition ensures that the Joint
Applicants apprise the Commission of any material changes in the terms of the
Proposed Transaction, perhaps through an amended application, so that it may take

appropriate action.

What is the second Condition of the Settlement?
The second Condition is Financial Reporting. This Condition is broken into five

terms (A, B, C, D, E).
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What is term A in Financial Reporting condition?
Term A requires Northwest Fiber, LLC (ZFN’s parent company) to file, for a period
of three years following the close of the Proposed Transaction, an annual report with

the Commission providing its financial statements.

What is term B in the Financial Reporting condition?

Term B requires that ZFN must file for a period of five years following the closure
of the Proposed Transaction, an annual compliance report providing the deployment
locations for fiber and copper on a Washington state basis, its total capital
investments to improve and expand broadband in the state of Washington, and the

semi-annual Broadband Data Collection (BDC) filings ZFN provides to the FCC.

What is term C in the Financial Reporting condition?
Term C requires that ZFN must file, for a period of three years after the close of the
Proposed Transaction, an annual report with the number of personnel supporting

Washington state services.

What is term D in the Financial Reporting condition?
Term D requires that ZFN to refrain, for one year from the close of the Proposed
Transaction, from initiating any increase in the price or any change in tariffed

service-level elements for ZFN Tariffs WN U-101 and U-16.
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What is Term E in the Financial Reporting condition?

Term E requires that the Ziply Entities notify the Commission of any purchase of a
facilities-based telecommunication company by Bell Canada in the United States
within 60 days of the purchase and explain why resources that support Washington
services will not be reallocated to provide services outside the state due to the

purchase.

What is the purpose of the Financial Reporting condition and its attendant
terms?

This Condition permits the Commission to monitor aspects of the financial stability
of ZFN and its corporate affiliates, ZFN’s investment in Washington state, the
number of personnel the Ziply Entities employ, and the potential diversion of
resources owing to corporate acquisitions. This monitoring is desirable because it
will allow Staff to confirm whether ZFN complies with its commitments to increase
fiber access, maintain its copper network, and ensure staff levels remain sufficient.
The condition will also ensure that the Proposed Transaction results in neither a rate
increase nor an effective rate increase through service reductions in the year
following its close. It will further allow the Commission to monitor whether the
acquisition of other new corporate affiliates drain resources from ZFN ILEC

territory.
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Why does Staff believe it important to monitor staffing levels?

Staffing levels are important to monitor because they can serve as a good proxy for
service quality. Reductions in staffing levels can impact network availability,
maintenance, service repair, access to services, and out of service timelines. Service
provider staff are resources that are connected to network readiness, customer

response, and availability.

Q. What is the third Condition in the Settlement?
The third Condition is capital expenditure and broadband investment. This condition
addresses assets, encumbrances, deployment, and maintenance of voice and
broadband services in the ILEC territory in Washington. This Condition includes

seven specific terms (A, B, C, D, E, F, G).

What is the first term of the Capital Investment Condition?
Term (A) provides that no entity will encumber assets servicing the ZFN ILEC

service area unless doing so benefits Washington.

What is the second term of the Capital Investment Condition?
Term (B) mandates the Ziply Entities’ ongoing participation in the Rural Digital
Opportunity Fund (RDOF) and Connect America Fund Il (CAF I1) to deploy

broadband service in compliance with those programs.
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What is the third term of the Capital Investment Condition?
Term (C) consists of Bell Canada’s pledge to not impede the Ziply Entities’ ability to
maintain and enhance both voice and broadband in ZFN ILEC territory in

Washington.

What is the fourth term of the Capital Investment Condition?
Term (D) consists of ZFN’s pledge to maintain its network. Specifically, it requires
ZFN to make adequate investments to maintain both its fiber and copper networks in

Washington.

What is the fifth term of the Capital Investment Condition?
The fifth term, term (E), ensures that funds received under grants and subsidies for
Washington are used within the state. Specifically, the Joint Applicants agree to do

exactly that.

What is the sixth term of the Capital Investment Condition?
Term (F) requires that the Joint Applicants spend a minimum of $80 million by the
end of 2030 improving and expanding fiber in ZFN’s ILEC territory. $50 million of

that amount must be spent by the end of 2027 in Washington state.
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What is the seventh term of the Capital Investment Condition?

The final term in this Condition, term (G), requires ZFN to deploy broadband
capable of one gigabit symmetrical service to 66% of the units in its ILEC territory
by the end of 2027 and to 70% of the units in its ILEC territory by the end of 2030.
ZFN must consider as a criterion whether the units have access to 150/150 Mbps
broadband when making deployment decisions.? This does not prevent ZFN from
deploying one gigabit symmetrical service to any location in its ILEC service area.
There are exclusions to this buildout obligation in cases where competitors build
facilities to a location, but those exclusions do not apply where the competitor does
not offer service below the FCC’s Reasonable Comparability Benchmark for 250/25
Mbps service price® or if the installation charge required to access that competitor is

more than the price of ten months of ZFN’s residential phone service.*

What is the purpose of this Condition?

This third Condition is particularly important to Staff as it has a direct impact on
customers in Washington. It is intended to ensure the Proposed Transaction does not
harm Washingtonians by requiring the Ziply Entities to continue allocating resources
within the state to further their ongoing roll-out of advanced telecommunications

technologies and maintain existing ZFN copper-based facilities. This Condition

2 See RCW 43.330.536 (setting out the Washington State Broadband Office goal of 150/150 megabits per
second by 2028).

3 The FCC set the current benchmark for this service at $91.70, See Public Notice DA 24-1250, released
December 13, 2024).

4 Beaton, Exh. RB-3.
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allows ZFN to provide infrastructure development with technology neutral and
advanced modes of network connection. Under this Condition and its terms, no Ziply
Entity will encumber assets in the ILEC area of Washington unless doing so benefits
state operations, broadband deployment will continue and obligations related thereto
will be honored, and Bell Canada will neither directly nor indirectly impact the Ziply
Entities’ ability to maintain and enhance voice and broadband services in the ILEC
area. The guarantee of a minimum of $80 million in the ZFN footprint is substantial
and intended to maintain and enhance the Ziply Entities’ network. The requirement
of the $50 million investment made by the end of 2027 ensures progress on buildout
plans begins immediately. Similarly, the assurance that 70% of units in the ZFN
ILEC service territory will have one gigabit symmetrical service by the end of 2030
is a substantial guarantee of construction and expansion. Overall, this Condition will
help target broadband deployment to unserved and underserved areas within the ZFN

footprint®.

How did Staff determine the $80 million investment benchmark was
appropriate?

Staff utilized and analyzed historical data in conjunction with a detailed,
Washington-specific future-looking plan provided by the Joint Applicants to
determine the level of investment in Washington that would occur absent the

Proposed Transaction. Staff identified an investment benchmark of $80 million

5 Beaton, Exh. RB-4HC.
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2027, based on ZFN’s historical and future-looking investment plans.® The
Condition, with those benchmarks, ensures that post-transaction ZFN continues to

mvest in modem infrastructure expansion at a high annualized average rate above

N

Q. Regarding financial aspects of the Settlement, does ZFN receive funds from the
FCC’s Rural Digital Opportunity Fund program?

A. Yes. Staff identified that ZFN receives RDOF support monthly for each funded
census block in accordance with federal program requirements. These obligations
require ZFN to meet milestones subject to the terms of the program to deploy
broadband to 40 percent of its obligation by the end of 2025, 60 percent by the end

of 2026, 80 percent by the end of 2027, and 100 percent by the end of 2028.

Q. Has Staff considered the transition from copper line service to alternative

technologies in rural areas of Washington in the ZFN ILEC footprint?

6 Beaton, Exh. RB-4HC.

7 Beaton, Exh. RB-5HC. Staff calculated that growth rate using the December 31, 2024. data found in Exhibit

RB-5HC, which consists of two shapefiles, one of which contained the coordinates, as of December 31, 2024,

of all locations passed by Fiber and the one contained the coordinates of all locations passed by Copper. Jjij
The Joint Applicants

agree to deploy to 70% of the locations within the ILEC service area (although exclusions may apply).

Assuming the total number of locations is constant, 70 percent of | GGG
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A. Yes. ZFN is engaged in an aggressive ongoing fiber buildout in Washington and
provided Staff with shape files (essentially interactive maps that can be accessed
using geographic information systems) showing the number and coordinates of

locations that have copper or fiber-based infrastructure. Staff have identified that the

ZFN network fiber network currently reaches || RN

which is substantially more than its federal

buildout obligation. ZFN’s continued commitment to deploy fiber is commendable,
and Staff will monitor and verify ZFN’s compliance with conditions and terms in the
Settlement that address investment and buildout of fiber in the ILEC area, including

rural locations, to ensure that the promise of the Settlement is realized.

Q, What is the fourth Condition?
A. The fourth Condition states that any Ziply Entity offering voice services will provide

the Commission with the Network Outage Reporting System (NORS) it is required to

8 Beaton, Exh. RB-5HC.
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file with the FCC for reportable Washington outages simultaneously with its FCC

filing.

What is the purpose of this Condition?

The fourth condition will allow the Commission to monitor outages on the Ziply
Entities’ networks. Service quality is a critical component of the provision of service,
and network outage reporting is a means to identify service quality problems. This
information is also useful to the Commission in making decisions related to state and
national emergencies when necessary as the Commission is required to report critical
impacts to the Governor and the Military department. That means that this Condition

assures continuity of operations and information flow statewide.

What is the fifth Condition?
The fifth Condition requires ZFN to continue to offer wholesale services, negotiate in
good faith for Interconnection Agreements, and honor existing Interconnection

Agreements.

What is the purpose of the fifth Condition?
The fifth Condition preserves the status quo regarding ZFN’s wholesale services.
This will ensure ZFN complies with the continuance of wholesale service offers and

to continue to negotiate all Interconnection Agreements in good faith.
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What is the sixth Condition?

The sixth Condition addresses numbering resources in Washington. The Ziply
Entities commit to engaging with Staff on conservation of the North American
Number Plan resources in Washington and only requesting those resources for
services within the state. The Condition also requires that resources are utilized in
the Local Access and Transport Area (LATA) in compliance with industry

guidelines, state and federal requirements.

What is the purpose of the sixth Condition?

The purpose of the sixth Condition is to support the conservation and administration
of telephone numbers. Number resources are valuable as there is a limited public
supply over which the Commission exercises delegated authority in Washington
state. It is important that the Ziply Entities comply with guidelines regarding use and
dispersing resources and participate in the area code exhaust projects currently in
place for western Washington, as well as joint industry, federal, and state projects to
address the anticipated exhaust of the eastern Washington area code as defined by
the FCC and North American Numbering Plan Administrator (NANPA). The
Condition commits the Ziply Entities to protect the public resource of numbers and
utilize numbers conservatively while engaging with the Commission’s Consumer
Protection and Regulatory Services Staff for media, consumer inquiries, and service

responses related to numbering resources.
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What is the seventh Condition
The seventh Condition is service quality. This Condition is broken into four

elements (A, B, C, D).

What is the first service quality term?

Term (A) concerns retail service quality reporting for Washington service
addresses concerning answer performance and response times. It requires ZFN
to provide a report including certain metrics to Staff for three years after the

close of the Proposed Transaction.

What is the second term of the service quality condition?
Term (B) covers retail service quality reporting on network trouble metrics,
repeat troubles, and out-of-service troubles. The term requires ZFN to provide a

quarterly report with information on specified metrics.

What is the third term of the service quality condition?
Term (C) requires ZFN to provide automatic daily credits of between $2.00 to
$20.00 per day for specified outages. The credit amount for a given day is based

on the length of time between the beginning of the outage and the day at issue.
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What is the fourth service quality term?
Term (D) requires ZFN to report, on a monthly basis, information about the
provision of the automatic credits (such as the number of customers receiving

credits and the total amounts of credit provided for given outage durations).

What is the purpose of this Condition?

The seventh Condition is intended to ensure that ZFN provides quality service by
allowing Staff to monitor the company’s performance and by creating an automatic
credit that should, as discussed below, improve the company’s service quality. Staff
pursued this term because, in 2020, in Docket UT-190574, speaking about the
transfer of control that allowed the creation of ZFN, the Commission found that a
“[c]continuation of service quality issues and universal service deficiencies is a harm

that the Commission must consider in evaluating the proposed transaction.”

Does Staff see ZFN as having any particular quality of service issues?

ZFN’s service quality data identifies one area of concern: out of service tickets.®
Staff believe that it is important that ZFN has policies and incentives in place for
network repair and maintenance for services provided to the public and that ZFN can
promptly address outages and service interruptions. This Condition and the

automatic customer credit term addresses those.

9 Beaton, Exh. RB-6HC.
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How did Staff identify this service quality issue?

Staff looked at ZFN’s trouble ticket data and concluded that, relative to the total
number of access lines that offer telecommunication service,° there is a small
fraction of ZFN customers whose out-of-service-repair trouble tickets show outages

lasting more than 48 hours.

How so?
The Settling Parties agreed on an escalating credit amount that should incent
ZFN to restore service promptly. That incentive grows the longer the outage

lasts and should prompt ZFN to maintain and upgrade its network.

Q. If automatic credits proposed in the Settlement had been in place from 2022-
2024, how much money would those credits have generated for ZFN’s
customers?

A. Had the automatic credits been in place during those years, ZFN’s customers in
Washington would have benefited substantially.'! For illustrative purposes, if each
submitted service ticket was resolved by ZFN 30 days after submission (and, to be
clear, not all of the outages actually lasted that long), customers would have received

credits exceeding $96,000 in 2022, $180,000 in 2023, and $254,000 in 2024. No cap

10 See WAC 480-120-021 (“[t]elecommunications service” means the offering of telecommunications for a fee
directly to the public, or to such classes of users to be effectively available directly to the public, regardless of
the facilities used.”)

11 Beaton, Exh. RB-7HC.
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exists on the amount ZFN may be required to credit customers for failing to resolve
service tickets. Continuing with the illustration of the potential impact, if ZFN had
taken 90 days to resolve each out of service ticket (Staff considers this a worst-case
scenario, and again notes that this is a hypothetical), those ZFN customers would
have received credits totaling more than $870,000 in 2022, $1.6 million in 2023 and
over $2.3 million in 2024. ZFN has a significant incentive to resolve customer issues

and complaints based on the potential for these types of out-of-service credits.?

What conclusions should the Commission draw from the credit structure in the
seventh Condition?

The Settlement Conditions and terms are designed to eliminate Quality of Service
(QOS) issues through significant credits that ZFN must provide to customers daily

until their outages are resolved.

What is the eighth Condition?

The eighth condition is the Most Favored Nation (MFN) Clause that permits the
Commission to consider and adopt any condition concerning the Proposed
Transaction to which the Applicants have stipulated or agreed in proceedings before
another tribunal that is or will be more favorable than those agreed to in the
Settlement. The Condition represents an opportunity for benefit to consumers in

pending proceedings in other states or at the federal level.

12 \WAC 480-120-165(2)(F).
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What is the purpose of this Condition?

The MFN Clause will ensure that Washington state will receive the benefit of the
most favorable terms and conditions in any other such agreement related to the
Proposed Transaction. The Commission may elect to accept that benefit or modify
that term or Condition and further, if any other favorable term is made by the Ziply

Entities, the Commission will be notified in writing so that it may act if it so chooses.

What is the ninth Condition?
The ninth Condition requires the Ziply Entities, for a period of three years after
closing, to demonstrate benefits of the Proposed Transaction to customers in

Washington state in a yearly filing.

What is the purpose of this Condition?
The Condition is intended to ensure that benefits are documented, defined, and

reported for Commission review annually.

Does Staff believe that the Settlement, with its incorporated Conditions and
terms, is consistent with the public interest because under the Settlement the
Proposed Transaction will do no harm?

Yes. The Conditions are designed to be systematic and ensure continued oversight
by the Commission and Staff. As discussed above, the Settlement contains nine

Conditions meant to ensure that the Settlement, which results in approval of the
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Proposed Transaction is consistent with the public interest. The Commission can
group the nine conditions into three major categories: (1) investment and broadband
deployment, (2) service quality, and (3) reporting.

The investment and broadband deployment provisions ensure that the
Proposed Transaction will not hinder or delay the Ziply Entities’ deployment of
broadband service to customers within the ZFN ILEC footprint. The Settlement
requires a substantial investment in Washington state infrastructure over a period of
five years with over half that of that investment by the end of 2027. This is a
substantial commitment to Washington consumers and the Commission with an
upgrade to a fiber network with symmetrical speeds of approximately 1 Gigabit per
second.

The service quality provisions ensure that ZFN has a strong incentive to
correct the one issue that appears in ZFN’s service quality data, which is outages.
Oversight will be maintained and will act to preserve the continuity of service,
ensure no harm takes place because of the Transaction, ensure consumer protection
requirements and service quality standards are met, and that the business will
continue to operate with the retail and wholesale service provision under the same
rates, terms, and Conditions that exist pre-transaction. In addition, post-transaction,
ZFN will be positioned to invest in its footprint, maintain infrastructure and services
and benefits for existing and new customers.

The reporting provisions will allow the Commission to monitor the Proposed

Transaction post-closing and verify investments, price increase moratoriums, staffing
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levels, service quality, and service elements are not affected by the Proposed
Transaction. This assures information transparency and compliance with terms, and
continuity of service for customers.

Staff believe that the Conditions ensure that the Proposed Transaction will do
no harm to ZFN’s Washington customers. Important elements in the Transaction
include that no new debt is acquired, there will be no transition of back-office
systems as this eliminates the possibility of administrative or system changeover
affecting provision of services and customers support capabilities. This is further
evidence that the transaction will not negatively affect service quality and

performance metrics.™

Accordingly, what do Staff recommend that the Commission do with the
Settlement?

Staff recommends that the Commission approve the Settlement without conditions.

Why does Staff offer that recommendation?
As | just discussed, Staff have determined that, with the Conditions agreed to as part
of the Settlement, the Proposed Transaction is consistent with the public interest and

ensures no harm to Washington customers.

13 Beaton, Exh. RB-8HC.
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IV. CONCLUSION

Q. Does this conclude your testimony?
Yes.
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