
1NRE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2009-220-C - ORDER NO. 2009-769

OCTOBER29,2009

Joint Application of Frontier Communications )

Corporation, New Communications of the )

Carolinas Inc., New Communications Online )

and Long Distance Inc., Verizon South Inc., )

Verizon Long Distance LLC and Verizon )

Enterprise Solutions LLC for Approval of the )

Transfer of Assets, Authority and Certificates )

ORDER APPROVING

TRANSFER OF ASSETS,

AUTHORITY, AND

CERTIFICATES

I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

"Commission") on the Joint Application of Frontier Communications Corporation

("Frontier" or the "Company"), New Communications of the Carolinas Inc.

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

Verizon South Inc. ("Verizon South"), Verizon Long Distance LLC ("VLD"), and

Verizon Enterprise Solutions LLC ("VES") (hereinafter jointly refea'enced as the

"Applicants") for Approval of the Transfer of Assets, Authority, and Certificates. 1

The Joint Application was filed on May 29, 2009, pursuant to S.C. Code §§ 58-

3-230, 58-9-300, and 58-9-310. Verizon South's incumbent local exchange carrier

("ILEC") operations in South Carolina will be transfen'ed in their entirety to NewILEC,

which will become controlled by Frontier pursuant to a parent company merger.

The style of the case has been altered to eliminate the word "sale" because the transaction involves a
transfer, not a sale, &assets.
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Likewise, certain long distance customers of VLD and VES in South Carolina will be

transferred to NewLD, a subsidiary to be acquired by Frontier. Upon closing, Frontier

will own and control and its board of directors and management will manage the

Verizon Communications Inc. ("Verizon") businesses transferred as part of the

transaction. After the transaction closes, NewILEC and NewLD will operate as Frontier

subsidiaries with different names, but will have the same tariffs and will offer

substantially the same regulated retail and wholesale services under the same rates,

terms, and conditions that exist today.

In the Joint Application, the Applicants request the following relief from the

Commission:

(1) that Verizon South be permitted to withdraw fi'om the market pursuant to S.C. Code §

58-9-300;

(2) that the authority by which Verizon South operated as an ILEC be transferred to

NewILEC or that a certificate of public convenience and necessity ("CPCN") be

granted;

(3) that NewILEC be authorized to operate under an alternative regulatory plan

pursuant to S.C. Code Ann. § 58-9-576(B);

(4) that the Commission transfer Verizon South's payphone CPCN issued in Order

No. 97-401, Docket No. 85-150-C, to NewILEC;

(5) that the Commission grant NewLD a CPCN to provide competitive interLATA

and intraLATA resold telecommunications (except local exchange services)

throughout South Carolina, subject to alternative regulation pursuant to S.C. Code

§ 58-9-585. 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 selMces in South Cm'olina, and therefore will

maintain their CPCNs.);
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(6) thattherequirementsof S.C.CodeAnn. § 58-3-230bewaivedwith respectto the
transferof customersfrom VLD andVES to NewLD. NewLD will comply with
all federalandstaterequirementsregardingthetransferof thesecustomers;and

(7) that the CommissiondesignateNewILEC as an Eligible Telecommunications
Carrier ("ETC") and that Verizon South's existing ETC status transfer to
NewILEC. Becauseit will continueto providesubstantiallythe sameservices,
servicerates,and servicetermsand conditionsto the end-userlocal exchange
customerspreviouslyservedby Verizon South,whichwaspreviouslydesignated
asanETC in OrderNo. 97-958,NewILEC requeststhat it begiventhesameETC
designationpreviously grantedto Verizon South. As the successorILEC for
VerizonSouth'sserviceterritory,NewILECcommitsto meetall federalandstate
ETC requirements. Verizon South's ETC status in South Carolina will be
terminatedeffective upon completion of the merger of NCH2 with and into
Frontier.

By letter dated June 11, 2009, the Commission's Docketing Depal"tment

instructedtheApplicantsto publishapreparedNoticeof Filing, onetime, in anewspaper

of generalcirculationin the areaaffectedby theproposedtransfer. TheNotice of Filing

describedthenatureof theJointApplicationandadvisedall interestedpersonsdesiringto

participate in the scheduledproceedingsof the manner and time in which to file

appropriatepleadingsfor inclusion in the proceedingsasa party of record. On July 13,

2009, the Applicants furnished to the Commission an Affidavit of Publication

demonstratingthattheNotice of Filing hadbeenduly publishedin newspapersof general

circulationin theareasaffectedby theJointApplication.

The South Carolina TelephoneCoalition ("SCTC") and the United States

Departmentof DefenseandFederalExecutiveAgencies("DOD") timely intervenedin

this matter. The ORSis a party to all proceedingsbeforethe Commissionpursuantto

S.C.CodeAnn. §58-4-10(Supp.2008).

2NewCommunicationsHoldingInc.("NCH")anditsmergerwithandintoFrontieraredescribedinmore
detailatparagraphsttu'ee,four,andfive.
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On August19,2009theCommissiongrantedtheMotion for ProHacVice of Mr.

Saville.

On August26, 2009the Commissiongrantedthe Motions for Pro HacVice of

Mr. O'RoarkandMr. Spann.

On August27, 2009,a hearingconcerningthe proposedtransferwasheld in the

Commission'shearingroom locatedat SynergyBusinessPark, 101 ExecutiveCenter

Drive- SaludaBuilding, Columbia,SouthCarolina. The Commissionwith Chairman

ElizabethB. Flemingpresidingheardthematter.StevenW. Harem,Esquire,represented

both Verizon and Frontier. Mr. Dulaney O'Roark, Esquire,representedVerizon. Mr.

Kevin Saville, Esquire, representedFrontier. Mr. M. John Bowen, Jr., Esquire,

representedSCTC. Mr. CharlesShultz,Esquire,andMr. TerranceA. Spann,Esquire,

representedDOD. Nanette Edwards,Esquire, representedORS. JosephMelchers,

Esquire,servedaslegalcounselto theCommission.

At thestartof thehearing,Verizon,Frontier,ORS,andDOD announcedthatthey

had signeda settlementagreement("SettlementAgreement"). (SeeHearingExhibit 6,

appendedto this OrderasAttachment1). Additionally,Mr. Bowenindicatedthat SCTC

executeda letteragreement("Letter Agreement")with NewILEC andFrontierresolving

SCTC'sconcerns.(SeeHearingExhibit 1,appendedto thisOrderasAttachment2). The

Applicantspresentedthetestimonyof Timothy McCallion,Presidentof theWestRegion

for Verizon,andDanielMcCarthy,ExecutiveVicePresidentandChiefOperatingOfficer

of Frontier. DOD presentedthe testimonyof CharlesW. King. ORS presentedthe

testimonyof ChristopherJ.Rozycki,ProgramManager-Telecommunications.
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During the hearing, Frontiermadea numberof public interestcommitmentsto

encourageapprovalof thetransfer. Thesecommitmentsare:

(1) to providehigh qualityselwice(Tr. 15);

(2) to significantlyexpandtheavailabilityof broadbandinternetaccessin theirSouth
Carolinaterritories('1"t".163-164,175-180);

(3) to provide a free personal computer to its customers as a promotional offering

when these customers sign-up for broadband selMce with telephone and a

commitment (Tr. 164, I67-168);

(4) to provide performance operating data to the Commission and the South Carolina

Office of Regulatory Staff ("ORS") on a quarterly basis for a two-year period and

then annually for the following three years, totaling five years of performance

data monitoring. Publication of this data is to ensure compliance with the

Commission's statutes and regulations as welt as FCC standards and is to be

placed on ORS's website (Tr. t7-18,162-163);

(5) to use the savings from their reduction of corporate dividends by 25 percent, to

invest in this transfer's market, and provide ORS information on dividends and

net earnings at the corporate level (Tr. 19, 162-163,168);

(6) to provide ORS with complaint data for a period of two years that will be

published along with the operating data (Tr. 19, 162-t 63);

(7) to participate in any proceeding the ORS may bring before the Commission

without objection should ORS determine that Frontier's performance is lacking in

any manner, provided Frontier has been given a reasonable opportunity to correct

the deficiency (Tr. 20);

(8) to operate substantially the same back office support, computer systems, and

network systems used by Verizon prior to closing, and those systems will be

operated by Verizon personnel who will continue on, but as employees of

Frontier. This commitment also includes maintaining the pension plans of those

Verizon employees who are now employed with Frontier (Tr. 62-63, 65-66. 57-

68, 160, 161).
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II. FINDINGS OF FACT AND SUPPORTING EVIDENCE

1. Verizon South is a Virginia corporation with its primary address at 703 East Grace

Street, Richmond, Virginia. Verizon South is an ILEC subject to alternative regulation

pursuant to Section 58-9-576(B). As a telephone utility, its operations are subject to the

Commission's jurisdiction pursuant to S.C. Code Ann. 58-9-10, et seq. (Supp. 2008).

The evidence suppm_ting this finding is contained in the Joint Application and in

the testimony of witness McCallion.

2. Frontier is a corporation organized under the laws of the state of Delaware, with

its primary address at 3 High Ridge Park, Stamford CT 06905. Frontier is a fllll-service

communications provider and is one of the largest providers serving rural communities

and small and medium-sized cities. Frontier offers telephone, television and Interact

services, as well as bundled offerings, wireless Internet data access, data security

solutions and specialized bundles for small, medium and large businesses and home

offices in 24 states. In 2008, Frontier's revenues were $2.2 billion, with a net income of

$182.7 million. Frontier has approximately 5,600 employees and selves a total of 2.8

million voice and broadband connections, including 2.3 million access lines.

The evidence supporting this finding is contained in the Joint Application and in

the testimony of witness McCarthy.

3. On May 13, 2009, Frontier, Verizon and New Communications Holdings Inc.

("NCH") entered into an Agreement and Plan of Merger (the "Merger Agreement") under

which Frontier will acquire approximately 4.8 million access lines (and certain related
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assets)currentlyownedby subsidiariesof 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 borderingArizona,

NevadaandOregon.

The Applicantsseek to transfer the authority and assetscurrently ownedand

operatedby Verizon South in SouthCarolinato an entity, control of which will be

transferredto Frontier.

Theevidencesupportingthis finding is containedin theJointApplicationandin

thetestimonyof witnessesMcCallionandMcCarthy.

4. NCH will serveastheholdingcompanyfor the localexchange,longdistanceand

related businessesin South Carolina and the other affected statesthat are being

transferredto Frontier. NCH currentlyis asubsidial2¢of Verizonthat wilt bemergedinto

Frontier. Frontierwill bethesurvivingentity, andwill thenownandcontroltheVerizon

assetsbeingtransferredthroughthetransactionaswell asits currentbusinessoperations

in SouthCarolina.

Theevidencesupportingthis finding is containedin theJointApplication andin

thetestimonyof witnessesMcCallionandMcCarthy.

5. NCH has two newly formed subsidiaries:(a) New CommunicationsILEC

HoldingsInc. ("NCIH"), which will own thestockof NewlLEC (New Communications

of the CarolinasInc.) and the other operatingILECs in the affectedstates;and (b)

NewLD (New CommunicationsOnline and Long DistanceInc.), which will hold

designatedaccountsreceivablesand customerrelationshipsrelatedto the long distance
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operations(andotheroperations)in SouthCarolinaandtheotheraffectedstates.Tbxough

a series of intra-corporatestock transfers, Verizon will transfer (or cause to be

transferred)thestockof NewILEC andtheotheraffectedILECsto NCIH.

Similarly, VLD and VES will transfer the designatedaccountsreceivablesand

customerrelationshipsrelatedto their longdistanceoperationsin SouthCarolinaandthe

otheraffectedstatesto NewLD.

Thestockof NCH will thenbedistributedto VerizonshareholderssuchthatNCH

will be "spunoff' from Verizonto Verizon'sshareholders.Immediatelyfollowing this

spin-off,NCH will be mergedinto Frontier,andFrontierwill be the survivingholding

company,operatingunderits existingnameandcorporatestructure,butalsoowning all

of the stockof NCH's subsidiaries,NCIH andNewLD. Oncethe mergeris completed,

NCH will ceaseto exist;thus,NCIH andNewLD will bedirect subsidiariesof Frontier,

andNewILEC will bean indirectsubsidiary.

The evidencesupportingthis finding is containedin the JointApplication andin

thetestimonyof witnessesMcCallionandMcCarthy.

6. The Commissionconcludesthat NewILEC and NewLD, which will become

Frontier subsidiaries,have thefinancial,managerial,andtechnicalresourcesto provide

localexchangeandinterexchangetelecommunicationsservicesin thestate.

Theevidencesupportingthis finding is containedin the JointApplicationandin

the testimony of witnessesMcCallion, McCarthy, and Rozycki. In 2008, Frontier

generatedrevenueof $2.2billion, with net incomeof $182.7million andfreecashflow

of $493.2 million. The transactionwill improve Frontier's financial position by
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increasingits cashflow anddeleveragingits balancesheet. Forexample,ona pro forma

basisfor 2008,thenewFrontierwouldhavehadfi'eecashflow of morethan$1.4billion,

nearlyttu'eetimesthe2008cashflow of Frontierasit existstoday. Moreover,asa result

of the acquisition,Frontier'sleverageratio (netdebtdividedby earningsbeforeinterest,

taxes,depreciationandamortization,or EBITDA) is projectedto decreasefrom 3.8times

to 2.6 times. This reductionwill provideFrontierwith improvedaccessto the capital

markets,therebyincreasingFrontier'sflexibility to furthermanageits balancesheetand

invest in new productsfor its customers. Frontier's changein its dividend policy to

decreaseits annualcashdividend from $1.00per shareof commonstock to $0.75per

share effective upon closing of the transactionalso will strengthenthe company's

financial position andenableit to useadditionalfree cashflow to investin the newly

acquiredVerizon ten'itory, offer new productsand services,and increasebroadband

capabilityin its marketsoverthenextfew years.

DOD expressedconcernthat Frontier's recent dividend paymentshave been

greaterthan its net income,impacting its financial condition. Also, DOD noted that

Frontier'sfinancialconditionwill improveasa resultof thetransaction.Frontierdisputed

DOD's allegationsregardingthepaymentof dividends.

This issuewasresolvedin the SettlementAgreement,which requiresFrontierto

provide informationabout quarterlydividendsand net incometo the Commissionand

ORS,therebyproviding the Commissionthe informationregardingdividendversusnet

incometrends.Furthermore,ORSagreedto includeandpublishsuchinformationon its
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websitequarterly for the first two yearsafter the close of the transactionand for an

additionalthreeyearsthereafter.

7. The Commission concludesthat NewILEC's provision of service will not

adverselyimpacttheavailabilityof affordablelocalexchangeservice.

Theevidencesupportingthis finding is containedin the JointApplication andin

the testimonyof witnessesMcCallion, McCarthy,and Rozycki. NewILEC will adopt

Verizon'sexistingtariffs andcontracts.

8. The Commissionconcludesthat NewILEC andNewLD will participatein the

support of universally available telephoneservice at affordable rates to the extent

requiredto dosoby theCommission.

Theevidencesupportingthis finding is containedin theJointApplicationandin

thetestimonyof witnessesMcCallion,McCarthy,andRozycki. To theextentSCTChad

concernsregardingNewlLEC placing additionalburdenson the StateUniversalService

Fund("StateUSF") or Interim LEC Fund("ILF"), thoseconcernswereresolvedby the

LetterAgreementamongNewILEC,Frontier,andSCTC.(SeeAttachment2). Underthe

LetterAgreement,neitherNewILECnor its parent,Frontier,will takeanyactionto effect

achangein thefundsor takeanyactionthatwouldbeharmfulto SCTCmembers'ability

to recoverfrom thefundsfor aperiodof threeyears.

9. The Commissionconcludesthatwith the adoptionof the SettlementAgreement,

Frontierandits subsidiariesoperatingin SouthCarolinashallprovideserviceswhichwill

meettheservicestandardsof theCommission.
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Theevidencesupportingthis finding is containedin theJointApplicationandin

the testimony of witnessesMcCallion, McCarthy, and Rozycki. DOD expressed

reservationsabout the quality of serviceduring and after the transition from Verizon

South to NewILEC given that two prior transactionsinvolving Vefizon's transferof

propertiesin otherstatesto other carriersexperiencedproblemsafter the transactions

closeddueto newlydevelopedsystems.

Mr. McCallion and Mr. McCarthy testified that significant efforts have been

undertakenby the companiesto ensurea seamlesstransition.Specifically,Frontierwill

takepossessionof a testedsubstantialreplicaof Verizon'sexistingsystemsat closingfor

operationsin SouthCarolina.This transactionis significantly different from the prior

transactionscited by DOD involving Hawaiian Telecommunicationsand FairPoint,

where the acquiring carriers developednew customersupport systems.If Frontier

choosesto transitionsystemsat somepoint in thefuture,it cando soatits own paceand

with a focus on phasing in capabilitiesfor specific customergroups.Mr. McCarthy

testifiedthatFrontierhasa successfultrackrecordof integratingtheoperationsof various

operatingcompanies,including its acquisitionof CommonwealthTelephonein 2006,

which involvedsome316,000accesslines.Frontieralreadyhasexisting,provensystems,

andFrontier'sexistingsystemsarefully scalable.ORSWitnessMr. Rozyckialsotestified

that "[i]n essenceFrontier is acquiring Verizon's total, working telecommunications

businessin South Carolina, completewith the employees,tools, and instructions

necessaryto keepit properlyrunning."Rozycki,PrefiledDirect Testimonyat 6 lines9-

11.
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DOD recommendedincreasedservice quality reporting requirementsin the

testimonyof witnessKing. As part of the SettlementAgreement,Frontierwill submitto

the Commissionand to ORS on a quarterlybasisfor the first two yearsfollowing the

closeof thetransactionandyearlythereafterfor anadditionalthreeyearsthe following

six FederalCommunicationCommission("FCC") ServiceQuality Indicatorsasincluded

in the FCC 43-05 Reports: (1) installation interval (days); (2) percentagelocal

installationcommitmentsnot met; (3) troublereportsper monthper hundredlines; (4)

complaints to regulatory agencies;(5) repeat out-of-servicetrouble reports as a

percentageof initial out-of-servicetroublereports;and(6) out-of-servicerepair interval

(hours). Additionally, Frontier wilt submit the five South Carolina Standardsfor

TelecommunicationServicesservice quality reports that Verizon South cmTentlyis

requiredto submitto theCommissionpursuantto 26 S.C.CodeAnn. Regs.103-618and

103-619(Supp.2008). ORSagreedto postthisservicequality informationon its website

quarterly for the first two years following the close of the transactionand yearly

thereafterfor an additional ttu'eeyears.Furthermore,ORS has agreedto collect and

report to the Commission as well as on its website the number of Service

Quality/PerformanceConsumerComplaintsit receivesregardingFrontieron a quarterly

basisfor thefirst two yearsafterthecloseof the transaction and on a yearly basis for the

following three-year period.

Additionally, the Settlement Agreement provides that if ORS determines, after

appropriate notice and communication with Frontier, that Frontier is not maintaining and

achieving satisfactory performance results, ORS at its sole discretion may petition the
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Commission to institute an expedited proceeding to examine any allegationsof

inadequateservicequality. Frontieragreesthat it will not opposethe initiation of sucha

proceedingby ORS with the Commissionas long as ORS has first given Frontiera

reasonableopportunity to cola'ectsuch allegedproblemsprior to any filing with the

Commission.

The Commissionconcludesthat in this manner,information regm'dingservice

qualitywill betransparentandreadilyavailable.

10. TheCommissionconcludesthattheprovisionof teleconm:unicationsservicesby

NewILEC andNewLD will notadverselyimpactthepublic interest.

Theevidencesupportingthis finding is containedin theJointApplicationandin

thetestimonyof witnessesMcCallion,McCarthy,andRozycki.

11. The Commissionconcludesthat granting the Joint Application is in the public

interest. Frontier witness McCarthy testified that Frontier will invest in broadband

deploymentin SouthCarolina. Heexplainedthat Frontierhasmadebroadbandavailable

to over90% of thehouseholdsin its serviceterritoryandconsidersbroadbandserviceto

be a significantbusinessgrowth opportunity. He also describedFrontier'ssuccessful

promotionswherecustomerswho purchasedFrontier's voice and high speedinternet

packagewith atwo-yearcommitmentreceivedafi'eeDell brandpersonalcomputer.

Theevidencesupportingthis finding is containedin the JointApplicationandin

thetestimonyof witnessesMcCarthyandRozycki.

12. DOD raisedconcernsaboutwhetherthe pensionand retireehealthplanswhich

will transferto Frontier are fully funded. DOD hasassertedthat the Commissionhas
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jurisdiction over these issuesas they relate to the financial condition of Frontier.

Verizon, Frontier, and ORS dispute whether the Commissionhas jurisdiction over

pensionandretireehealthplan issues.Withoutaddressingwhetherthe Commissionhas

jurisdiction over these issues, the Commission notes the Applicants have made

appropriatearrangementswith respectto successorpensionandretireehealthplansfor

Verizon Southemployeeswho will becomeNewILEC employees.Under the parties'

EmployeeMattersAgreement,theassetsto be transferredto the successorFrontier tax-

qualified pensionplans must, in the aggregate,be sufficient to fully fund the plans'

aggregateprojectedliabilities from an accountingperspective. If the aggregateassets

transferredfrom eachof the individual plansbasedon the InternalRevenueCoderules

are less than the aggregateprojectedbenefit liabilities from an accountingperspective

(determinedasof theclosingof themerger),thenVerizonwill pay to Frontieror to the

newFrontierpensionplansanamountequalto suchunderfunding.If thisamountis paid

to Frontier,Frontier must contributethat amountto one or more of the underfunded

pensionplans.

13. The Commission concludes certain conditions on the grant of the Joint

Applicationarein thepublic interest.TheCommissionadoptsandincludesby reference

the provisions set forth in the SettlementAgreementappendedto this Order as

Attachment1. Additionally, the Commissionacknowledgesthat Frontier has made

cel_tainpublic interestcommitmentsto encourageapprovalof thetransfer.

14. The Commissionadoptsthe conditionsrecommendedby ORS WitnessRozycki

andagreeduponby the Applicants. Thoseconditionsareasfollows: (1) a commitment

CWK______ Page 14



DOCKETNO. 2009-220-C- ORDERNO.2009-769
OCTOBER29,2009
PAGE 15

to be the Can'ierof Last Resol_and an ETC in the areasFrontier will serve; (2) a

commitmentto abideby the :,alesestablishedfor the SouthCarolinaUniversalService

Fund and the Interim LEC Fund; (3) a commitmentto abide by the requirements

associatedwith reportingandpaymentof grossreceiptsassessmentsin SouthCarolina;

and(4) acommitmentby Frontierto resolvequalityof serviceissuespromptly,including

repairingor upgradingthenetworkasnecessary.

III. CONCLUSIONS OF LAW

Based on the Findings of Fact containedherein, the SettlementAgreement

executedby DOD, ORS, and the Applicants, the Letter AgreementbetweenSCTC,

NewILEC andFrontier,andtherecordof the instantproceeding,theCommissionmakes

thefollowing Conclusionsof Law.

1. TheApplicantsrequestapprovalunderS.C.Code§ 58-9-310,whichprovidesthat

"[n]o telephoneutility, without the approvalof the Commissionafter due hearingand

compliancewith all other existing requirementsof the laws of the Statein relation

thereto,maysell, transfer,lease,consolidate,or mergeits property,powers,fi'anchises,or

privilegesor anyof them." The Commissionapprovestransactionsunderthis statuteif

they are in the public interest. The Commissionconcludesthat, as presented,this

transactionis in thepublic interest.

2. We concludethat as part of the approvalof the proposedtransaction,Verizon

Southmay withdraw from the marketpursuantto S.C.Code Ann. § 58-9-300upon

completionof themergerof NCH with andintoFrontier.
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3. We concludethat becauseVerizonSouthcommencedoperationsbeforeJune16,

1950,it hasprovidedtelephoneservicein its territoryasa telephoneutility subjectto the

Commission'sjurisdiction pursuantto S.C.CodeAnn.§ 58-9-10,et. seq. (Supp. 2008). We

conclude that the authority by which Verizon South operated as an ILEC shall be transferred

to NewILEC effective as of the date of the completion of the merger of NCH with and into

Frontier. The Applicants shall advise the Commission and ORS by letter of the date of the

merger date within ten days after completion. This Order shall constitute NewILEC's

certificate &public convenience and necessity to operate as an ILEC within Verizon South's

current South Carolina service territory and NewLD's certificate of public convenience and

necessity to provide competitive interLATA and intraLATA resold telecommunications

services (except local exchange services) throughout South Carolina, effective as of the

merger date. By adopting the authority previously held by Verizon South, NewILEC shall

have the same duties and responsibilities that were previously held by Verizon South,

including, but not limited to, honoring wholesale carrier agreements.

4. We conclude that NewILEC is authorized to operate under an alternative

regulatory plan pursuant to S.C. Code Ann. § 58-9-576(B) in accordance with the

alternative regulation filings submitted by Verizon South.

5. We conclude that the transfer of Verizon South's payphone certificate of public

convenience and necessity ("CPCN") issued in Order No. 97-401, Docket No. 85-150-C,

to NewILEC is in the public interest.

6. We conclude that the grant of a CPCN to provide competitive interLATA and

intraLATA resold telecommunications (except local exchange services) throughout South

Carolina, subject to alternative regulation pursuant to the plan outlined in Order No. 95-
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1734and96-55in DocketNo. 95-661-C,to NewLD is in thepublic interest.This is the

samealternativeregulatorytreatmentthat appliesto VLD and VES. This will enable

NewLDto conductthe longdistancebusinesstransferredto it by VLD andVES.

7. We concludethat the requirementsof S.C. Code Ann. § 58-3-230shouldbe

waivedwith respectto thetransferof customersfrom VLD andVES to NewLD asVLD

and VES will comply with all federalandstaterequirementsregardingthe transferof

thesecustomersincludingproviding customernotice asrequiredby federal law of the

newbilling entity.

8. We concludethat designatingNewILEC as an ETC and transferringVerizon

South'sexistingETC statusto NewILECis in thepublic interestbecauseit will continue

to providesubstantiallythesameservices,servicerates,andservicetermsandconditions

to theend-userlocalexchangecustomerspreviouslyservedby VerizonSouth,whichwas

previouslydesignatedasanETC in OrderNo. 97-958. VerizonSouth'sETCstatuswill

beterminateduponcompletionof themergerof NCH with andintoFrontier.

9. We note that Frontier,Verizon, ORS andDOD agreethat the adoptionof the

provisionsin theSettlementAgreementresolves"any andall disputesor contestedissues

with regardto the Joint Application." In addition,Frontier,Verizon, ORS and SCTC

supportthe adoptionof the Letter Agreementwhich providesamongother things that

SCTCwill not opposethe JointApplication. We adoptboth the SettlementAgreement

andtheLetterAgreement.
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IV. CONCLUSION

Granting the relief sought in the Joint Application is in the public interest.

Frontier currently serves more than 2.2 million access lines in 24 states and has the

managerial, technical, and financial capability to operate the Verizon South exchanges in

South Carolina. Frontier has expressed its intent through sworn testimony to invest in

and deploy additional broadband services with a focus on rural and suburban markets.

Based on this and the other evidence in the record, we conclude that this transfer is in the

public interest.

IT IS THEREFORE ORDERED:

1. The Joint Application as filed is approved subject to the conditions set

forth in Attachments 1 and 2 and incorporated herein by reference.

2. NewILEC and NewLD shall contribute to the State Universal Service

Fund in compliance with Commission Orders.

3. NewILEC and NewLD shall comply with all Commission orders, rules

and regulations.

4. NewILEC shall operate under the alternative regulato13_ plan as set forth

by S.C. Code Ann. § 58-9-576(B) in accordance with the alternative regulation filings

submitted by Verizon South and NewLD shall operate under the alternative regulatory

plan as set forth in Order No. 1995-1734 and 96-55 in Docket No. 95-661-C.

5. The request for a waiver of S.C. Code Ann. § 58-3-230 (Supp. 2008) is

granted.
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6. Effectiveuponcompletionof the mergerof NCH with andinto Frontier,

VerizonSouth'sauthorityto operateasanILEC in SouthCarolinashallbetransferredto

NewILEC andthis Orderwill constituteNewILEC's certificateof public convenienceto

operateasan ILEC in the serviceterritory previouslyheld by VerizonSouth. All prior

Commissionordersapplyingto VerizonSouthshallapply to NewILEC unlessanysuch

requirementsareexpresslywaivedby this Commission.NewILEC shallbe theETCand

Carrierof LastResortfor theVerizonSouthserviceareasin SouthCarolina.

7. By this Order,the payphonecertificateissuedto VerizonSouthpursuant

to OrderNo. 97-401,DocketNo. 85-150-Cis transfen'edto NewILEC, uponcompletion

of themergerof NCH with andinto Frontier.

8. By this Order,NewLD is issueda certificateof public convenienceto

operateasan interexchangecarrier, effectiveuponcompletionof the mergerof NCH

with andintoFrontier.

9. The requestfor Verizon Southto withdraw from operationin the State

pursuantto S.C.CodeAnn. § 58-9-300(Supp.2008) is granteduponcompletionof the

mergerof NCH with andintoFrontier,at whichtimeVerizonSouth'sETC statuswill be

terminated.

10. Frontier and its subsidiariesoperatingin SouthCarolinashall meet its

public interestcommitmentsby:

a. providinghighqualityserviceasdescribedabove;

b. significantly expandingthe availability of broadbandinternetaccess

in their SouthCarolinatelTitories,and Frontiershallprovideto ORS
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andthis Commission,on anannualbasisfor five yearsafterclosing,

informationon broadbandinvestmentand availability in the South

Carolinaexchangesbeingacquired.;

c. providinga freepersonalcomputerto its customersasa promotional

offering when thesecustomerssign-up for broadbandservicewith

telephoneandagreeto the time commitment required, and providing

ORS with annual reports on the implementation progress of such

promotions;

d. providing perfo:rnance operating data to the Commission and the

South Carolina Office of Regulatory Staff ("ORS") on a quarterly

basis for a two year period and then annually for the following tlv'ee

years, totaling five years of performance data monitoring. Publication

of this data is to be via ORS's website;

e. using the savings from their reduction of corporate dividends by 25

percent, to invest in this transfer's market, and providing ORS

information on dividends and net earnings at the corporate level;

f. providing ORS with complaint data for a period of two years that will

be published along with the operating data;

g. participating in any proceeding the ORS may bring before the

Commission without objection should ORS determine that Frontier's

performance is lacking in any manner, provided Frontier has been

given a reasonable opportunity to correct the deficiency;
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h. operating substantially the same back office support, computer

systems,andnetworksystemsusedby Verizonprior to closing.For a

five yearperiod,Frontier shallnotify ORSandPSCof anyplansto

substantiallychangeor replaceformer Verizon systems. Frontier

shallprovideassurancethat all systemshavebeenproperlytestedand

certified beforeany irreversiblecutovers,committingto operatethose

systemswith Verizon personnel who will continue on, but as

employeesof Frontier;

i. maintaining substantiallyall of the Verizon employeesin South

Carolina, who will becomeemployeesof Frontier, and who will

continueto performthesamejobs andfunctions. Frontiershallnotify

ORSandthePSCof the numberof employeesactuallytransfen'edto

Frontier; Frontier shall provide notice of major layoffs or office

closuresfor 3yearsafterthetransactionis completed;

j. maintainingthe SeniorLevel areageneralmanager,andtwo general

managers(Sumterand Myrtle Beach). Frontier shall identify these

individualsandtheirwork locationsto PSCandORS;and

k. maintaining the pension plans of those Verizon employeeswho

transferto Frontierasspecifiedabove.
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11. This Ordershall remainin full force andeffectuntil furtherOrderof the

Commission.

BY ORDEROFTHE COMMISSION:

ElizabethB.'_leming,Chairman Q_

NFTEST:

John E. Howard, Vice-Chairman

(SEAL)
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