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BEFORE THE WASHINGTON UFILITIES AND TRANSPORTATION COMMISSION

In the Matter of the Application ol Docket No. UT-021120

QWEST CORPORATION
STIPULATION AND SETTLEMENT
Regarding the Sule and Transfer of Qwest Dex | AGREEMENT

to Doy Holdings, LLC, a non-affiliale

I. INFRODUCTION

The following partzes {“Parties™} enter into the this Scttlement Agreemant (the
“Agrcement”) as ol May 16, 2003: Qwest Corporation {“'QC"), on behalf of itz affiliates, Owest
Dex, Inc. {"Dex™) and Qwest Services Corporation (“QSC™), and its ullimate pavent, Qwest
Communications Intcrnational Inc. (“QCT™) (collectively, “Qwest™); Dex Holdings LLC (“Dex
Holdings™}, the Fublic Counsel Seclion of the Attomey General of Washinglon (*“Publiic
Counsel™), WeBTEC; AARP; and, the Department of Defense on behall ol the consumer interest
of the Department of Defense and all other Federal Executive Agencics {“DOD™y (WeBTEC,
AARP ang DOL are also collectively referred to as “Intervenors™). The Parliss agree this
Agreement Is in the public inlerest. The Parties understand this Agreement is subject to
Commission approval.

1L BACKGROUND
On August 19, 2002, QCIL, together with QSC and Dex, entered into two agrecments to sell
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Dex’s direclory pubbishing busingss Lo Dex Holdings, an unafiiliated third party. The Rodney
Purchase Agreenent, the purchase agreement coverng the proposcd salc of Dex s Washington
assets and operations, is morc fully described in Qwest’s Application in this matter, On
August 30, 2002 Qwast filed an Applicalion with the Washington Utilities and Transportalion
Commmission (“Commission”) regquesting an Order disclaiming jurisdiction or, in the altemative,
appraving the transfer and sale of the yvellow pages publishing business.

At a prehearing conference held Ocrober 8, 2002, the Intervenors were eranted intervention
in the proceeding. Pursuant to a notice issned October 11, 2002, the procedura! schedule was
structured to allow parties o the proceeding to discuss possible sctilement. In accordance with
that procedural schedule, Qwest and Dex Holdings fited direct testimony on Jamuary 17, 2003,
Commission Staff {““Staff”), Pubiic C ounsel, and ntervenors submitted their prediled testimonies
ot March 18, 2003 and Qwest and Dex Holdings filed rebuttal on April 17, 2003,

Baoth before and afier the filing of testimony hy the participants in this proceeding and hoih
belore and afier discovery thereon, the parties to this proceeding, inclnding Stall], engaged in
sottlernent discussions Tegarding the contested issuss in this proceeding, The Parliss identified in
Section 1. above have now teached agreement on alt af the izsves presented m this proceeding,
mehiding the Commisgion’s junizdiction to approve this Agreement, and wish to present their
apreement on these issues for the Commission’s consideration. The Partics to the seitlernent
thercfore adopt the (ollowing Agreement The Parlies enter into this Agrecment voluniarily to
resolve the matters in dispute arnong thern and 10 expedite the orderty disposition of this
proceeding.

1IT. AGREEMENT
Now, Lherefore, the Parties herehy agree as follows:
A, SCOPE. OF AGREEMENT,

' WO Washington, Ine. (“XO™) waz alzu granted leave to participate in this proceeding as an Intervenor. XO was
inwited (o participate in the settlement discussions, but chose not to,

STIPULATION AND SETTLEMENT
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The Parties agree that the lerms of this Agreement reselve, as arnong them, the contested
issues in this procceding including, without limitation, issucs regarding any and all ncccssary
condilions to the approval of the sale of the dircetory publishing business as sct forth in Qwest’s
August 30, 2002 Application. I approved, this Aureement would constitute a fufl settlement of all
issues raised in Docket No. UT-0211201 The Padies stipulatc to the Commission’s jurisdiction to
approve this Agreement. This Agreement is presented for the Commission’s approval under WAL
480-04-465 (Allernave Dispule Resolution) and WAC 4806-1200466 (Settlement conforence;
settlements). The Partics request thal the Commission approve this Agreement in a time [rame
that would allow Qwest (o [inalize the Roduey transaction as soon as practicahle.

B. SALE IS IN THE PUBLIC INTEREAT

By this Agreement the Parlics agree thal ihe sale to Dex Holdings of the Washington assets
and eperations of Dex, in accordance with Lhe terms of the Rodncy Purchase Agreement pertaining
to Washington (the “Sale”) and as vondilioned by the terms and conditions of this Agreement, is in
the public interest and should be appruved by the Clomumission.

C. SPECIFIC TERMS AND CONDITIONS REGARDING THE SALE

1. Bill Credii. During s complele billag cycle commencing not later than forty-five
(43} days following the closing of the Sule {the “Billing Cyele™), Qwest shall provide bill credits
totaling STXTY-SEVEN MILLION and NC/100 DOLLARS ($67,000,000.00) 1o active customers
of record duning the Billing Cycle who cummenily subscribe to the services identified in Appendix
1, atlached hereto and incorporated herein (collectively “Bill Credit™). The Bill Credit will nat he
issued 1o inactive, closed, or final billed accounts. The Bill Credit shall be in the approximate
amonnt identified in Appendix 1.

Mot later than fifteen (15} days prior o the start of the Billing Cyele, Qwest shall submit to
the Conpmoission and the Parties its best estimale of the amount of the actual hifl credit that will be
provided, consistent with the principles of Appendix 1, during the Billing Cycle. The intention of

the Parties in entering inlo (bis Agreement is that Qwest will provide Bill Credits in an aggrepate
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armmontt of SIXTY-SEVEN MILLION AND NO/100 DOLLARS (367 ,000,000.00) within scvenry
five (73) days aftcr closing of the Salc.

The Bill Credit shalt be provided to the custnmers identified in Appendix 1 in its entirety
in the single Rilling Cycle. The Parties recognize that there may be some discrepaney between the
amonmt distributed to customers ag 2 Rill Credit and the S67 million commitment. Within a
reasonable time subscquent fo completion ol the application of Biil Credits to custotners® bills, bul
not longer than sixty (60} days. Qwest will render an accounting and reconciliation repott to the
Cormumission and all parties of the number and amount of eredits applied during the billing evele
with a reconciliation of total Bill Credits to the $67.000,000 target. This report will outline the
amount of credits applied to customer accounts, the amount of credits that have been “worked off”
custoamner accounts, as weil as any amou provided to eustomers as a remittance congistent with
Commission mles. Within sixty (60} days thereafter the Parties shall present to the Comumission
Lheir joint or separate recommendations for the distribution of any Bill Credit residnary from the
S67, 00000008,

The Rill Credit shall be applied equally to all qualifying cuslomers on 2 per access
ting/activated channel basis as set forth in Appendix 1. Customars whose monthly bill during
the miling cycle is less than the amount of the Rill Credit shail have the remraining amount, if any,
carmy forward ane be applied ta their next month’s bill. Customers with delinguencies will have
their Bill Credit applied to the account charges consistent with Commission rules, whereby any
amounts credited are first applied toward hasic local exchange serviec charges for the Bill Credit
Eilling Cycle .

The loregoing notwithstanding, Qwest shall provide the Credits only in the event that this
Agreement hecomes effective as set forth in section 1.2, below. In the evenl any miscaleulation,
arission or other emmor ncours in granting to customers the Credits, Qwest shall correct such
misczloulation, omission ar error, in consultation with the Commission and the Parties, but

otherwige shall have no liability of any kind whatsoever in excess of the $67 million and the oiher
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provisions ol ibis Agreement. The Parties agree that the Bill Credit shall not be recoverable fiom
ratepayers 1o Wis o1 any other proceeding. The Cummission shall rotain jurisdietion over
implemnenlation of the Bill Credit, inchiding the authority to decide later i an audit is necessary.
2, Annual Revenue Credit. In the event of one or more future rate cases, eamings
investigations, or other proceeding that inclodes a review of Qwest’s carnings, and for purposes ol
reperting intrastale (inancial results to the Cotmmission for these or any other pumoses, there will
be an annual revenue credit for a period of 1§ vears, after which the credil shall end. This credit
shall be recognized by the Commission in ay proceeding before it where Qwest’s earnings or
revenues arc under examination during the 15 year period. A revenue eredil of $110 million shall
be added to Qwest’s Washington intrastate regulated revenues beginning on January 1, 2004 and
ending on December 31, 2007, and an annual revenue credit of $103.4 miilion (in replacement of
the $110 million} shall be added 1o Qwest’s Washington intrastate regulated revenues heginning
on January 1, 2008 and ending on December 31, 2018, The Parties agree that they will not inttiate
any request to change the anmual revenne eredit and will oppose any change. Nor will the Partics

argue that the annual revenue credit is inapplicable in any current or future review of Qrwest’s

- earnings or 1evenucs, inchuding but not imited to general rate cases, alternative forms of

regulation proceedings, and competitive classification proceedings.

The Partics intend and agree that the practice of imputing directory revenues to Qwest in
rale cases or other rate procecdings shall cease on Deecmber 31, 2003 and that the annual revenue
credil amounts described herein shall be institoted in place of any future ditectory revenue
inpulation calcudations, except that no party waives the right to take any position with regard to
unputaiion in the event that Qwest acquirtes a new directory publishing operation. In the event a
rile proceeding is filed in 2004 the Parties agree that they will jointly copsider and recommend in
all advacacy before the Commission the Annual Revenue Credit to constitute a known and
measurable change thal shall be applied by the Commission in determining Qwest’s earmings,

revenue requirement, and customer rates.  Also, in the event 8 ratc procesding is filed in 2019, the

STIFULATION AND SETTLEMENT
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Parties agree thar the annual revenue eredit will no longer be applied. The Parties agree that the
Annual Revenue Credil shall not be recoverable fom ratepayers in this or any other progeeding.

3. Customer Service Guarantee Program. As of June 30, 2003, Qwest has the right
under the Merger Scrflement Agreement in Docket No. TT-991358 to file tarift revisions to
remove any customer-specific service quality remedy required m Sections HLA.3-7 of that
Sefflement Agreement, it that remedy is not required of alt local exchange corpanies operating in
exchanges in winch QU operates. Those remedies are currently contained in QC s Washington
intrastate tariff. WN U-40, Section 2.2.2.B, sheets 27 through 32, (Jwest commits not to petition

to remove those remedies for a period of two (2) additional years. The Partics agres, however, that

i QC may scek to change certain aspects of the Cnstomer Service Guarantee Program during this

perind, and Qwest coramils to discuss with the Parties no less than thirty {30) days in advance any
changes it may scck to make nd will consult with interested Parties prior to fifing, This
Agreement docs not address the Qwest Service Quality Perfermance Program.

4, WTAF Program. In onder to imprave costomer access to the Washington
Telecommunications Assislance Program {WTAP) and associaled henefita from the federal
Lifeline and Link-Up programs, and the Tribal Lifcline/Link-Up (hereafter collectively refenved to
as “Telephone Assistance Programs® or TAP}, Qhwest cormils thal within two months afler the
eftective date of the Agrecment, all Qwast service representalives mmswering calls from
Washimgton customers will be knowledgeable about TAP benefits, enrolhnent procedures and
payment plans provided by the company consistent with Commisgion rules. Qwest commils o
taking specific steps to ensure that ifs service representatives can accuralely provide intercsted
customets with the necessary information regarding th eSﬁ: programs and related payment options
(mcluding specific training on WAC 480-12{-174 (which takes elfect July |, 2003)), subscribe
customers to fheir service option, and properly apply all relevant credits, payment plans, and
henefits. Within four menths of the effective datc o[ the Agreement, Qwest, in consultation with

the Partics and interested stakeholders, will develop an action plan and specilic steps associated

STIPULATION ANTY SETTLEMLENT
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with It to improve customer awareness of these programs and to deal promptly with any issnes that
may arise tegarding the effeclive operation of TAP and the provision of payment plans. T'his
action plan may imclede but is not limited to training sessions for Qwest service representatives or
the establishment of a dedicated service group to handie TAP corollment and related calls. As

part of the action plan, (rwest commits te work collaboratively wilh DSHS, Public Counsel, and

i other stakeholders to develop TAP customer information packages, inchiding the copying and

furnishing of such malerials to DSHS and other interested stakeholders tor disteibution Lo
custorners.

A, Rate Stability Contract Amendments. Qwest and WeB TRC will attemp! to enter
into a Mcemorandum of Understanding (MOT) on specific rate slability provisions. (west :amd
DOD will attemmpt to enter into an agresment on specific rate atability provisions. These will be
filed with the Commission as soon a8 executed.

. Government Listings. Dex Holdings, has represenied to DOLD that its presenl
inteni is to continue to publish the Government Listings dircctory seclion as it currently doss.
Based upon that represcatation, DOD does not advocate in this proceeding that the Comnission
make any regulatory requirement changes addressing Government Listings.

D. GENERAL PROVISIONS

L3 Settlement Discussions. The Parties agree that this Agreement repragents a
compromise m the positions of the Parties snd represents a fair and reasonable resolution botweesn
themn of the matters in this proceeding, As such, all discussions, doenments, other evidence or
cotnduet disclosed m the negatiation of the Agreement and relating to this Amresment are
privileged, confidential, and inadmissiblc in this or amy other proceeding. This provision does not
apply to pre-filed testimony or testimony/memeranda developed for submission to ths
Commission in support of the Agreement.

2. Effective Date of Agreement. This Agrcement shall become eftective only upon

(1) the Commission entering an Order approving this Agreement and the Sale transaciion m

STIPFULATION AND SETTLEMENT
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accordance with Section IILE. above, and (2) the closing of the Sale. If ibis Agreement docs not
hecome effective according Lo its enns, it shall be mull and ¥oid and ne party shall be bound or
prejudiced by the terms of the Apreement. The elfeclive date of the Aprecment shall be the date of
closing of the Sale which shall not be unduly defayed by any Party. Thig does not prechude any

. Party’s good faith participation in olher state proceedings regarding Qwest’s sals of the Dex

directory publishing business o Dex Holdings, 1LLC. All Parlies recognize that closing of the sale
is contingent upon the fulfillmeni or waiver of the conditions set forth in the Rodney Purchase
Agreement.

3 No Precedent. The Parties enter into this Agreement to avoid frther cxpense,
uncertainty, and delay. Except to the extent axpressly stated in this Agreement, nothing in this
Agreement, Appendix 1, or the MOU under section C.3 shall be (1) ciled or construsd as
precedent or as indicative of the Parties’ positions on a resolved isgue, or (2) asserted or decrned in
any other proceeding, including those befure the Commission, the commission of any other state,
the stale courts of Washington or ol any other state, the federal couris of the United States of
America, or the Federal Communications Commission to mean that a Parly agreed with or adopted
another Party’s legal or factual assertions. The limitation in this S8ection D.3. shall not apply to
any proceeding to enforee the terms of this Apreement, Appendix 1, the MOTT under seation .5,
any implemenling agreements, or any Commission order adopting this Agreement.

4. Entire Agreement. The Parties acknowledge that this Agreemenl is the produet of
negetiations and compromize and shall not be construed against any Party on the basis that it was
or was not the drafter of any or all portions of this Agreement. "T'his Agrecment, Appendix 1, and
the MOU under section .5 constitute the Partics’ entire agresment on all matters set forth herein,
and they supersede any and all prior eral and written understandings or agresments on such maticrs
that previously existed or oceurred in this proceeding, and no such prior understanding or
agreement or related repreacatations shall be relied upon by the Parties. Accordingly, the Parties

recoanmend that the Commission adopt this Agreement and relaled documents in their entirety.

STIFULATION AND SETTLEMENT
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5. Hull Satisfaction of All Claims. Except as specificalby provided in this
Agreement, no Party shall advocate or otherwise argue in this docket, or o any futurs matter or
docket, thal customers of Qwest are entitled to any other compensation or any other benciL ansing
oul ol or comnected in amvway wilh the direclory publishing operations of Dex ot Lthe Sale. The
Parlizs agree that the Bill Credit, annwal tevenue credils, and other benefits as provided in this
Agreement constitute complete satisfaction of any and all interest of Owest’s customers in the
directory publishing assets and operations of Qwest or Dex as recognized in {78 WEST
Communicaiions, fnc, v. Washinegton Utilities and Transportation Commission, 134 'Wn.2d 74
(1997). Nothing contained in this Agreemnent is iniended to, or shall, Tequire any change to
Commission tules and regulations regarding the provision of a listing and a directory of listings to
cuslomers of Owesl.

. Executivn in Coonlerparis. This Asreemenl may be execuled by the Parties in
several counterparls and as execuled shall consulule ome apreemenl. Copes sent by facsimile are
ay efTective ay ompanal documenis.

1. Necessary Actioms. Each Parly shall take all aclions necessary and appropriate to
enable 1 o carmy oul this Avreement.

8. Successurs. This Agreement applics (o, 1nures 1o the benefit of, and is binding
upon the Parties aod (heir successors.,

9, Procedure. The Aprecinend shall be filed with the Commission al 4:00 PM., May
16, 2003, All Partics shall cooperate in subtnitting this Agreement promypily to the Commission
{or acceptance, so that it may be implemented as soon a8 practicable. The Parlics shall requesl one
ot more hearing dates during the week of May 19, 2003 to present the Aprecinent and shall
couperate, in pood Laith, in the development o sach other 1nformation as may be necessary o
supporl and explaim the basis of the Agreement and (o supplement the record accordingly, Any
Parly may elect (o file with the Commission a memorandum explaining the Agresment or

additional testimony, Lhe Parties agres amomg themselves o suspend all existing due dates in this

STIPFTTILALION AND STTTLEMENT
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docket including cvidentiary hearings, and the briefing date, and to jmntly request that the
Commizsion o order. This agreement among the Parties with regard to the duc dates and hearings
does not affect the evidentiary hearings scheduled for the weck of May 19, 2003 for purposes of
presentation of other partics’ evidenee and cross-exannpation, and Qwest’s and Dex Heldings’
cvidenee and cross-examination with regard fo the non-zettling parties.

10.  Support of Agreement. The Parties shall cooperate [n submitting this Agreement
prompily o the Commission for aceeptance, and shall support adoption of this Agreemeni in
proceedings belore the Commission, through testimony and/or briefing as resolution of the issues
in this proceeding. No Pariy to this Apreement or its principals, conmultanis or attorneys will
chgage in any advocacy or public telations conlrary to the Commission’s adoption of this
Agreement as resolution of the issues in this proceedmy. Each Party shall make available one or
more witnesses In support of this Apreement il a heanng 1s detenmmed necessary by the
Commissicen. Lach party may scek the admussion of s pre-filed testimony in addition to
testinony in support of the Agrecment. Each Party shall not oppose any Commission order which
adopts this Agreement i its entirety through the appellale process, 1f any, until final, 1n the cvent
the Commission rejects all or any material portion of ilns Agresment, or adds additional, material
conditions, each Party rezcrves the sight, upon wiitlen nolice Lo the Commission and all Parties to
this proceeding within seven (7) days of the date ol the Commission’s order, to withdraw from this
Agreement. I any Party exercises its right of withdrawal, this Agreement shall be void and of no
effect, and all Parties shall support a joint request for a prompt Preheanng Conference and the
reeslablishment of those dates specifically suspended by the Conunission pursuant to the ghove
Iequest.
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] 11.  Public Information. The Parties will submit for mutual review by el ather Partics
4t wmy written stawsmient 1o be issusd to the news rmedia reparding this Agreement or any slemneats of
4| thio Agreement ur Teast two hows prior to issuanee.
q
7| CHRISTINE 0. GREGOIRE QWEST COMMUNICATIONS
ATTORNEY GENERAL OF .
L WASHINGTON INTERNATIONWAL THC. and
f OWEST CORPORATION
3
9
14 By:
11 Philip Rosell], Corporate Coanael
14
13 By:
Robert W, Cromwzll, Ir,
[ Arsistant Abtornoy General By:
] Public Coungel Lian AL Auderl .
15 WEBA Y 24142 Assoiate Geoeral Coynsel
1€ WHERA# 13236
Dex Holdings, L0 AARP
IF
. 18
i
2] 4
. By: By
Brooks B, Moo, M1 Ter Siagh Rogald L.,
2 WSBA# 11843 WaPA 4 1%3?““
o
22
24
2
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11.  Public Information. 'he Parties will submit lor mutual veview by all other Parties
any written slatement to be issued to the news media regarding this Agreement or any elements of

this Agreement at least two hours prior Lo isgeance.

QWEST COMMUNICATIONS

CHRISTINE Q. GREGOIRE INTERNATIONAL INC. und
ATTORNEY GENERAL OF QWEST CORPORATION
WASHINGTON

By: %’? ﬂ/}ej%f#

Philip Roselli, Corparate Connsel

By s sy 41/

Liza A, Ander]
W Agsociate General Counsel
Assistant Attorney Cieneral WSBA# 13230
Pubhe Counsel
WESBA #24142

Dicx Holdings, LEC AARP

By: /,Z/;?%’é( /:m By

Brooks E. Harlow, Miller Nash , 7 2, Ronald L. Roseman
WSBA IS4} R TLo inse, WSBA # 15396
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_ Department of Drelense and all other Federal
WeBTEC Exvcutive Agencies

77
%‘W ﬂf f‘;f/m e ?’Zﬁr%;

Arth&rﬁutler Ater Wynaé LLP smphm % Me nikoff
WABA # 04678 General Altomey
.5, Army Legal Services Agency
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WeBTEC

By
Arthur Butler, Ater Wynne .LP
WSBA R 04678

STIELATION ANTY SETTT.EMENT
AGREEMENT

A lZa

Bepartinent of Defetise and all other Federal
Exevulive Agencies

B}f:.._‘{(, O
Stepheh 8. Mehikoff Ly
Cieneral Attorney

LLS. Army Legal Services Apency



APPENTHX |

Daocket No. UT-02] 20

CALCULATION OF ONE-TIME DISTRIBUTION OF CEREDIY

May 16, 2003

1. The Credit amount of sixty-seven million and no/100 dollars ($67,000,000.0() i3 to be

distributed on 2 Residential and Busitess Access Line, activated chanmel hasizs. To illustrate

this methodology, the number of residential acecss lines as of March 1, 2003 15 1,589 034 The

number of bnsingss and miscellaneons access lincs and activated charnels 18 654,376, These

access line‘channel counts include customaers subsaribing to the following services:

Table 1

RES FLAT LINE
RES FLAT-FRIM

RES MEAS LINE

RES MULTIPARTY LINE
D53 ADVANCED

D53 FLAT
MULTIPARTY-BUS
1GON BASIC RATE

SN CENTRON

I50M-FR-TRK-COMNECTION

| BUS FLAT-1FB
| BUS MEAS LINE

| CENTREX

CENTREX 21
GENTREX PLUG-BLKD
CENTREX FRIME
CENTRON

CHNTRX PLS-NONELKD
PBX CID FLAT TRK

PBX FLAT TRLMNK

Access LincChannel Services

STANDEY LINE

SVD3

* SWITCHNET 56

MISC - UMKNOWHN -
FROWISIONING
FCATURE GROUFP &
HOME BUS LINE
UAS CIRCUIT

FLAT-CONMTRAGTED



2, The total amount of Credits is to be divided equally among the access lincs/channels of all
Residential and all Busincss and other access line customers who subsoribe (o the services outhned
in Table t. This distdbution will resull in an approxmmate eredit amount of twenty-rine and 877100
dollars {$20.87) per each Residential and Busmess/Other Access Line/Channel, subject to

adjustrnent Lo lalest aciuad data al the trme of the crediis:

Tahle 2 Credit Per Access line/Channel Calenlation

Mumber of Access Credit Per Access
lines/Chamnels  Total Bill Credits line/Channel
Residential 1,589,035
Business _ 654375
Total Access
lines/Channels L 2,243,412 357,000,000 520 87

PLEASE WOTE - The above caleufation of the individual end-uscr bill credil is only an estmation
and the best available to the Parties at this time. The methadology and service cateporios are as

agreed to hetween the parties.



