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BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON

UM 1451/UA 149 (Consolidated)

In the Matter of the Application of Malheur STIPULATION BETWEEN MALHEUR
Home Telephone Company for an Order BELL, QWEST, THE CITIZENS’
Approving Transaction, and Request for UTILITIES BOARD AND

Expedited Consideration COMMISSION STAFF

In the Matter of the Joint Application of Qwest
Corporation and Malheur Home Telephone
Company for an Order Unallocating and
Transferring Rights to Allocated Territory from
Malheur to Qwest -

The parties to this Stipulation (the “Stipulation™) are Malheur Home Telephone Company
(“Malheur Bell”), Qwest Corporation (“Qwest™), the Citizens’ Utilities Board (“CUB”) and Staff
of the Public Utility Commission of Oregon (“Staff”) (collectively, the “Stipulation Parties™).

The Stipulation Parties agree that approval by the Public Utility Commission of Oregon
(the “Commission”) of the application by Malheur Bell (“Application”) for approval of an intra-
corporate transaction, in which Qwest will consolidate all operations, facilities, assets, property
and customer accounts of its wholly-owned subsidiary, Malheur Bell, into Qwest’s Oregon
operations, is in the public interest and does no harm, subject to the conditions agreed to below.
Thus, the Stipulation Parties agree that the Commission should issue an order approving the
Application with the conditions set forth in this Stipulation. The Stipulation Parties further agree
that the Commission should issue an order approving the joint application of Qwest and Malheur
Bell for an order unallocating and transferring rights to allocated territory from Malheur Bell to

Qwest.



PARTIES

Malheur Bell is a telecommunications provider based in Ontario, Oregon. Malheur Bell
is authorized to provide local and intraLATA toll telephone services in four exchanges (Ontario,
Nyssa, Vale and Oregon Slope) in Malheur County in eastern Oregon, adjacent to the Idaho
border, and is considered a “telecommunications utility” under Oregon law. Malheur Bell has
about 10,700 access lines and about 8,800 customers, and as such, is considered a “small
company” with fewer than 50,000 access lines, and thus is subject to many of the protections
afforded to other smaller telecommunications utilities in Oregon pursuant to ORS 759.040.
Malheur Bell is also a wholly-owned subsidiary of Qwest. |

Qwest is a telecommunications provider with its principal place of business in Denver,
Colorado and is authorized to provide local, intralLATA and interLATA toll telephone services in
77 wire centers and 64 exchanges throughout the state of Oregon, and is a “telecommunications
utility” under Oregon law. Qwest is also the parent company of Malheur Bell. Qwest is subject
to regulation under a price plan that the Commission approved on August 8, 2008 in Order No.
08-408 in Docket UM 1354,

Staff has reviewed the Application and Malheur Bell’s and Qwest’s responses to
numerous data requests. Staff has also engaged in several settlement conferences with Malheur
Bell and Qwest, and conducted its investigation into the issues presented by the Application and
this Stipulation.

CUB is the independent non-profit public corporation designated to be the consumer
advocate for utility consumers in the State of Oregon. CUB has reviewed the Application. CUB

also participated in the several settlement conferences with Malheur Bell, Qwest and Staff.



APPLICATION IN UM 1451

On September 4, 2009, Malheur Bell filed the Application for approval of an intra-
corporate transaction (“Transaction”) in which Malheur Bell’s parent company, Qwest, will
consolidate all operations, facilities, assets, property and customer accounts of its wholly-owned
subsidiary, Malheur Bell, into Qwest’s Oregon operations to increase administrative and network
operating efficiencies. The Application was filed pursuant to ORS 759.375 and OAR 860-027-
0025. The Commission docketed the Application as Docket UM 1451.1

The Application describes the relationship and history between Malheur Bell and Qwest,
and describes that Malheur Bell is currently integrated with Qwest for many functions, including
Accounting (Accounts Payable, Payroll, Accounting, Tax, Billing (CRISW), FP&A, Product
Management); Central Office Engineering; and Legal and Regulatory functions, and that Malheur
Bell systems are approximately 80 percent integrated with Qwest systems.

The Application asserts that the Transaction would provide additional operating and
expense efficiencies and financial benefits that cannot occur as long as Malheur Bell remains a
separate subsidiary of Qwest, although there is also expected revenue loss from federal universal
service support after the consolidation of Malheur Bell into Qwest. The Application asserts that
such operating and expense efficiencies will include the retirement or elimination of archaic
systems currently in use at Malheur Bell today that will be replaced by more efficient systems
that eliminate manual work. The Application also asserts that administrative overhead costs will

also decrease once Malheur Bell is combined with Qwest, including the elimination of separate

I Malheur Bell and Qwest had previously filed a joint application for an order unallocating and transferring
rights to allocated territory from Malheur Bell to Qwest on July 29, 2009 in anticipation of the Transaction. The
Commission docketed this application as Docket UA 149. The Commission consolidated Docket UA 149 with the
Application (Docket UM 1451) on October 8, 2009,



accounting functions, sales tax returns, regulatory reports and filings, and the inclusion of new
product development and implementation.

The Application further asserts that the Transaction will be seamless to customers, as the
former Malheur Bell customers will continue to be served by the same high-quality network
facilities that serve them today, with no degradation in the quality of services they receive today.
The Application asserts that Qwest’s increased scale and scope, especially compared to the small
size and scope of Malheur Bell, will allow Qwest to better serve these customers, and thus that
the Transaction is consistent with the public interest, and does no harm.

The Application also asserts that there will be little change to services or rates, as both
Qwest and Malheur Bell offer many similar services and rates, with only small differences in
services and rates. The Application further asserts that although a net benefit of the Transaction
is not required for approval under ORS 759.375, but simply that the Transaction be consistent
with the public interest and cause no harm,2 Malheur Bell customers will actually benefit from
the Transaction because as Qwest customers, they will have a wider array and variety of service
packages and bundles (including wireless service and DirecTV, and more advanced services),
and certain Internet website ordering capabilities, than that which they have available today.

The Application asserts that, at a very minimum, the Transaction does no harm to
Malheur Be.ll customers, and will be consistent with the public interest. For example, the

Application asserts that rate changes associated with the consolidation will be minimal, as

2 The standard for telecommunications and energy mergers, though similar, is not exactly the same. In the
telecommunications arena, the standard is “in the public interest, no harm,” See e.g., OPUC Docket UM 1416, In
the Matter of EMBARQ CORPORATION and CENTURYTEL, INC., Order No. 09-169, at p. 3. In the energy arena,
the standard is “in addition to finding a net benefit to the utility’s customers, we must also find that the proposed
transaction will not impose a detriment on Oregon citizens as a whole.” See ¢.g., Docket UM 1011, I the Matter of
a Legal Standard for Approval of Mergers, Order No. 01-778, at p. 11. Thus, the Stipulation Parties agree that the
appropriate standard for this telecommunications transaction is the “public interest, no harm” standard.
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Malheur Bell and Qwest have similar rate structures. Specifically, Malheur Bell’s current
monthly flat-rate residential (1FR) rate is $13.80 per line, the same as Qwest’s current 1FR rate
for Rate Group 2 customers. Further, Malheur Bell’s current monthly flat-rate business (1FB)
rate is $28.99 per line, more than Qwest’s current 1FB rate of $28.50 for Rate Group 2
customers, and thus business customers will see a decrease in basic business rates. The
Application also asserts there are minor rate changes associated with certain features, but that
they are negligible.

The Application also asserts that as a small telecommunications utility, Malheur Bell
already has the regulatory freedom to change any of its rates without Commission approval, and
thus any rate change impacts should not necessarily be attributed to the consolidation. The
Application asserts that post-transaction, Malheur Bell customers will be subject to the price caps
on Qwest’s rates pursuant to the price plan that this Commission approved on August 8, 2008 in
Order No. 08-404 in Docket UM 1354. Finally, the Application asserts that since Malheur Bell
is already part of the Qwest corporate family of companies, and is a wholly-owned subsidiary of
the surviving company, Qwest, there should be no material differences to the former Malheur

Bell customers going forward as a result of the Transaction.

PROCEEDINGS IN UM 1451
On September 17, 2009, Qwest filed a petition to intervene in Docket UM 1451. As
Qwest explained, it did not join as a formal applicant in the Application because neither ORS
759.375 nor ORS 759.380 apply to Qwest due to the Commission’s approval of Qwest’s price
plan in Order No. 08-408 in Docket UM 1354, which included the waiver of those statutes as to

Qwest. However, Qwest sought intervenor status so that it would be a party to this docket, and



thus would respond to all relevant discovery and further it agreed to abide and be bound by this
Commission’s order in this proceeding. The Commission granted Qwest’s petition to intervene
on October 8, 2009. Thus, Qwest is a party to, and agrees to be bound by, this Stipulation,
including its conditions and further agrees to be bound by the Commission’s order approving the
Application, the Transaction and the Stipulation, including the conditions in the Stipulation.

On September 24, 2009, the Commission issued a notice of a prehearing conference for
October 6, 2009.

On or about October 5, 2009, Malheur Bel and Qwest mailed to all Malheur Bell
customers a notice letter advising them of the Transaction and of any rate changes as a result of
the Transaction. The October 5, 2009 notice letter provided the telephone numbers for Malheur
Bell, Qwest and the Commission for customers to call if they had any questions or concerns
about the Transaction. Malheur Bell and Qwest provided a copy of the Qctober 5, 2009 notice
letter to Staff prior to it being mailed to customers. A copy of the October 5, 2009 customer
notice letter is attached as Exhibit A to this Stipulation.

On October 6, 2009, CUB filed a notice of intervention as of a2 matter of right pursuant to
ORS 774.180. Also, on October 6, 2009, the Commission held a prehearing conference.

On October 8, 2009, the Commission issued its prehearing conference report and set
various deadlines, including October 13, 2009 for petitions to intervene, December 1, 2009 for a
Staff public meeting memo/stipulation, and December 8, 2009 for a public meeting/order. In its
prehearing conference report, the Commission also granted Qwest’s petition to intervene. No
parties other than Qwest and CUB intervened in either Docket UM 1451 or UA 149. Finally, the

Commission consolidated Qwest’s and Matheur Bell’s joint application for an order unallocating



and transferring rights to allocated territory from Malheur Bell to Qwest (Docket UA 149) with
the application, Docket UM 1451.

On or about October 26, 2009, Malheur Bell and Qwest mailed a second notice to all
Malheur Bell customers again advising them of the Transaction and of any rate changes as a
result of the Transaction. The letter included the list of services subject to increase, the current
and proposed rates, the amount and percentage of increase for each service, the reasons for the
proposed rate increases and the effective date of the proposed rate increases. This October 26,
2009 second notice letter also advised customers of their rights under OAR 860-034-0310 to
petition the Commission to investigate any rate increases. The October 26, 2009 notice letter
provided the telephone numbers for Malheur Bell, Qwest and the Commission for customers to
call if they had any questions or concerns about the Transaction. Malheur Bell and Qwest
provided a copy of the October 26, 2009 notice letter to Staff prior to it being mailed to
customers. Pursuant to OAR 860-034-0310, Malheur Bell customers have until December 4,
2009 (10 days prior to the proposed Transaction effective date of December 14, 2009) in which
to file petitions signed by at least 500 customers. A copy of the October 26, 2009 second
customer notice letter is attached as Exhibit B to this Stipulation.

Between September 11, 2009 and October 5, 2009, Staff issued two sets of data requests
(Request Nos. 1 through 33), and Qwest timely and fully responded to all such data requests.

The Parties held settlement conferences on October 22, 2009 and November 3, 2009.
The settlement conferences have been open to all parties to this proceeding.

Staff has reviewed the Application, Malheur Bell’s and Qwest’s responses to the

extensive discovery requests submitted in this proceeding, and additional information about the



Transaction and Application provided by Malheur Bell and Qwest. CUB has reviewed the
Application. CUB also participated in the several settlement conferences with Malheur Bell,
Qwest and Staff,
AGREEMENT AND CONDITIONS
This Stipulation sets forth the terms and conditions which the Stipulation Parties agree
the Commission should approve. By virtue of executing this Stipulation, Malheur Bell and
Qwest agree to abide by and perform all terms of this Stipulation, including its conditions. The
conditions of this Stipulation, and thus the conditions to Commission approval which the
Stipulation Parties recommend, are as follows:
Conditions

QOwest Price Plan

The Stipulation Parties agree that if the Commission approves the consolidation, effective
December 14, 2009, the requested effective date of the consolidation, all Malheur Bell
tariffs will be withdrawn. After December 14, 2009, customers previously served by
Malheur Bell will be served by Qwest, and Qwest’s Oregon tariffs, price lists and
catalogs, and Qwest’s Price Plan as approved by the Commission in Docket UM 1354
(OPUC Order No. 08-408), will be the basis for the services provided to these customers

with certain exceptions noted below.

Service Quality Reporting

The Stipulation Parties agree that post-consolidation, Qwest will provide service
quality reporting for the four Malheur Bell wire centers (Ontario, Nyssa, Oregon Slope

and Vale) in the same manner in which it currently provides service quality reporting for



Qwest wire centers in the state of Oregon. The Stipulation Parties further agree Qwest
will provide Staff with one year of historic service quality data (per OAR 860-034-0390)
for the four Malheur Bell wire centers to provide a frame of reference for trend analysis
of post-consolidation service quality reports. The Stipulation Parties furthe;- agree that
post-consolidation, Qwest will provide Staff with “Repair Clearing Time” service quality
data for each of the four Malheur Bell wire centers to provide a reference for trend
analysis for a period of one year from the consolidation. The Malheur Bell wire center
“Repair Clearing Times” will also be included with the Eastern Oregon repair center
average.

Interconnection Agreements

The Stipulation Parties agree that existing interconnection agreements between
Malheur Bell and other carriers will be transferred to Qwest, as the surviving company,
after the consolidation. For any carriers that already have an interconnection agreement
with Qwest for the state of Oregon, the Malheur Bell agreements will be terminated and
the Qwest Oregon agreements will apply to the carriers for the entire state, including the
former Malheur Bell exchanges. The Stipulation Parties further agree that in order to
mitigate any potential impact on any carriers that only have a Malheur Bell
interconnection agreement, and do not have an agreement with Qwest for the state of
Oregon, Qwest agrees that it will not unilaterally seek to terminate the existing contracts

that are in “evergreen” status for a period of one year from the consolidation.



OQwest Basic Exchange Service Rate Group Designation

The Stipulation Parties agree that at the consolidation of Malheur Bell and Qwest,
Malheur Bell tariffs will be withdrawn and the formerly Malheur Bell customers’ services
will be transferred to Qwest services subject to Qwest’s tariffs, price lists and catalogs.

Qwest and Malheur Bell had originally planned to designate alt Malheur Bell
basic exchange service as Rate Group (or Zone) 2 for its basic exchange services. (The
Commission has previously set Qwest’s current basic local exchange rates at three
different rates each for basic residential services and for basic business services, based on
Qwest’s costs to provide service in different geographic areas (or “geographic zones”) in
which Qwest provides service, and Qwest’s wire centers are assigned to each rate group
based on each wire center’s cost characterisfics.) This designation would have resulted in
no rate increases to basic residential exchange services for Malheur Bell customers as a
result of the consolidation, and a slight decrease to basic business (1FB) exchange rates.

However, the Stipulation Parties have determined that as a result of various prior
regulatory proceedings and decisions of the Federal Communications Commission
(“FCC”) and the Commission, including in Dockets UT 148 and UM 963, classifying all
former Malheur Bell exchanges in Rate Group 2 would not be appropriate. Accordingly,
the Stipulation Parties agree that, if the Commission approves the transaction, Qwest and
Malheur Bell will classify the Ontario exchange as a Rate Group 1 exchange. This
classification of the Ontario exchange as a Rate Group 1 exchange would result in a $1.00
monthly decrease for each basic residential line in the Ontario exchange (from $13.80 to

$12.80 per month), and a $2.49 monthly decrease for each basic business line in the
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Ontario exchange (from $28.99 to $26.50 per mqnth). Since more than 55% percent of
all Malheur Bell residential lines are in the Ontario exchange, and more than 70% percent
of all Malheur Bell business lines are in the Ontario exchange, these rate decreases would
result in customer savings to a significant majority of all former Matheur Bell customers,
of approximately $75,000 annually in lower basic residential and business charges for
Ontario exchange customers, thus resulting in net customer benefits and, at a minimum,
resulting in meeting the Commission’s “public interest, no harm” standard.

In addition, regarding the Vale and Oregon Slope ex.cha.nges, the Stipulation
Parties further agree that if the Commission approves the consolidation, the Commission
will need to investigate certain issues relating to Qwest’s costs of providing service in
those two exchanges. The major issue in such an investigation is expected to be whether
the Vale and Oregon Slope exchanges should be classified as Qwest Rate Group 3
exchanges. Thus, if the Commission approves the consolidation, the Stipulation Parties
will ask the Commission to begin an investigation proceeding in 2010 to review the costs
to serve in the Vale and Oregon Slope exchanges. One result of this Commission
investigation could be a slight increase to the monthly basic local exchange rates that
Qwest would be required to charge to former Malheur Bell customers in these two
exchanges. Specifically, this potential increase would be a $1.00 per access line monthly
increase from current rates for residential customers, and a $1.51 per access line monthly
increase from current rates for business customers. In addition, for certain business
customers, PBX trunks could also be increased by $2.00 per month for two-way, in-only

and out-only trunks. Finally, in-only trunks with Direct Inward Dial (DID) could increase
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by $0.36 per month. Any such slight increases to customers in the Vale and Oregon
Slope exchanges would be to only about 20 percent of all former Malheur Bell lines. The
Stipulation Parties further agree all interested parties should be allowed to participate in
this investigation, and that they will request the Commission to not impose any rate
increases until January 2011 at the earliest.

On or about November 20, 2009, Qwest and Malheur Bell provided notice to all
Vale and Oregon Slope customers of the Stipulation Parties’ intent to request that the
Commission open such cost investigation, and of the potential slight rate increases to
basic residential and business lines as a result of such cost investigation, if the
Commission approves the consolidation. A copy of the November 20, 2009 notice letter
to Vale and Oregon Slope exchange customers is attached as Exhibit C to this Stipulation.

Finally, the Stipulation Parties agree that, if the Commission approves the
transaction, Qwest and Malheur Bell will classify the Nyssa exchange as a Rate Group 2
exchange. As previously explained, this designation would result in no rate increases to
basic residential exchange (1FR) services for former Malheur Bell Nyssa customers as a

result of the consolidation, and a slight decrease to basic business exchange (1FB) rates.

Extended Area Service

The Stipulation Parties further agree that at the consolidation of Malheur Bell and
Qwest, Malheur Bell tariffs v\;ill be withdrawn and the formerly Malheur Bell customers’
services will be transferred to Qwest services subject to Qwest’s tariffs, price lists and
catalogs, with certain exceptions, such as EAS service. The Stipulation Parties further

agree that in order to mitigate the impact of rate changes to Matheur Bell customers’
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basic exchange services, Qwest will replicate the Malheur Bell Extended Area Service
(“EAS”) rate structure in its tariff for the four Malheur Bell exchanges (Ontario, Nyssa,
Oregon Slope and Vale). This replication results in no rate increases to recurring monthly

flat EAS rates for Malheur Bell customers as a result of the consolidation.3

Public Access Lines (PAL)

The Stipulation Parties agree that at the consolidation of Malheur Bell and Qwest,
Malheur Bel tariffs will be withdrawn and the forrherly Malheur Bell customers’ services
will be transferred to Qwest services subject to Qwest’s tariffs, price lists and catalogs,
with certain exceptions, such as PAL service. Currently, Malheur Bell offers two types of
PAL service which can be identified by their Universal Service Order Codes (USOCs),
19V and 1PZ. The 19V PAL product is unique to Malheur Bell and the Stipulation
Parties agree that, in order to mitigate the impact of a service change to Malheur Bell’s
19V PAL service customers, the service will be migrated to Qwest’s tariff and
grandfathered. The 1PZ PAL product is offered by both Malheur Bell and Qwest and
consequently the Malheur Bell 1PZ PAL customers will be migrated to Qwest’s 1PZ PAL

service at the consolidation, Similar to its basic exchange services, Qwest’s 1PZ PAL

3 Qwest proposes to change the Oregon Slope EAS rate to the Ontario EAS rate in the consolidation
because of technical issues associated with the 541 NPA overlay. This will result in a slight EAS rate decrease for
Oregon Slope customers. Currently, Qwest uses the 541-262 NPA/NXX to identify Oregon Slope accounts. For
purposes of account identification and billing information, Oregon Slope accounts are identified with the Ontario
exchange. With the new Oregon 541 NPA overlay being introduced later this year, Qwest can no longer identify
Oregon Slope accounts based on NPA/NXX, and there is nothing else unique on service orders to distinguish Oregon
Slope accounts from other Ontario accounts. To correct this situation, Qwest has been informed by its Information
Technology (IT) department that it would be unduly costly and time-consuming to make the necessary programming
changes to differentiate Oregon Slope EAS rates from Ontario EAS rates. Given the relatively small number of
Oregon Slope customers, the Stipulation Parties agree it would make more sense to change the current Oregon Slope
EAS rates to Ontario EAS rates. This solution is more cost efficient for Qwest, while being beneficial to customers
by providing a slight EAS rate reduction. Qwest/Malheur would probably have filed to change these rates even in
the absence of the consolidation.
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service 1s separated into three rate groups for rating purposes. All of Malheur Bell’s 1PZ,
PAL customers ate served from the Ontario exchange, which has been designated as
Qwest Rate Group 1. The rate for Qwest 1PZ PAL service in Rate Group 1 is $0.10
lower than the current Malheur Bell 1PZ PAL service, and thus the migration will result
in a slight rate decrease for these customers.

Oregon Universal Service Fund (Fund)

The Stipulation Parties further agree that after the consolidation of Malheur Bell
and Qwest, on an interim basis, Qwest will receive for the Malheur Bell wire centers the
stipulated amount of $4.39 per line per month that Malheur Bell currently receives for
purposes of Fund distributions. At the time of the next evaluation of small
telecommunication companies participating in the Fund, Staff and Qwest will jointly
determine revised distributions for the Malheur Bell wire centers by matching individual
Malheur Bell wire center characteristics with individual Qwest wire center characteristics
to determine appropriate surrogates for forward-looking wire center support.

Switched Access Rate Decreases

The Stipulation Parties further agree that post-consolidation, intrastate access
services (switched access) and intrastate private line service (special access) will be
offered under the current rates, terms and conditions in Qwest’s Oregon tariffs, price lists
and catalogs, except for services under contract. Qwest estimates that based on 2008
demand, the rate changes for switched access will cause an overall 24% reduction in the
weighted minute of use rates, thus resulting in lower intrastate switched access rates to

switched access customers. Because Malheur Bell concurs with Qwest’s FCC tariffs,
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there will be no change to current interstate access service rates as a result of the

consolidation.

ADDITIONAL PROVISIONS

Agreement Contingent on No Customer Petition pursuant to OAR 860-034-0310

The Stipulation Parties further agree that the Stipulation, and recommendation to the
Commission that it adopt and approve the Stipulation and the Transaction, is contingent on the
Commission not having received customer petitions pursuant to OAR 860-034-0310 from more
than 500 customers to investigate the rate increases that will result from the Transaction by its
December 4, 2009 deadline (10 days prior to the proposed Transaction effective date of
December 14, 2009). The Stipulation Parties agree that Staff and CUB may withdraw from this
Stipulation, and that Staff and CUB may seek further proceedings, if the Commission receives

petitions from more than 500 customers pursuant to OAR 860-034-0310.

Territory Allocation Approval (UA 149)

The Stipulation Parties further agree to recommend that the Commission grant Qwest’s
application to unallocate and transfer the rights to the territory allocated to Malheur Bell (its four

exchanges of Ontario, Nyssa, Vale and Oregon Slope) to Qwest as requested in the application in

Docket UA 149,

FCC “Study Area” Waiver and Anti-Slamming 'Filingsr

The Stipulation Parties also agree to recommend to the Commission that in conjunction
with the Application (or the application in Docket UM 149), the Commission affirmatively state
that it does not object to a waiver of the definition of “study area” contained in the Appendix-

Glossary of Part 36 of the FCC’s rules so that the study areas can be altered as proposed in the

15



Application. In addition, Qwest will make, on or before November 14, 2009, a “change of
carrier” filing with the FCC 30 days in advance of the December 14, 2009 transfer of Malheur

Bell customers to Qwest pursuant to 47 CFR § 64.1120(e) (anti-slamming requirements).

Public Interest, No harm

The Stipulation Parties acknowledge that the terms of this Stipulation and the Transaction
satisfy the “public interest, no harm” standard that has been used for approval of transactions
under ORS 759.375.4 The Stipulation and the Transaction are in the public interest and cause no

harm to customers.

Approval by December 14, 2009 Transaction Effective Date

The Stipulation Parties agree to ask and encourage the Commission to enter an order
approving the Application, and the Transaction with the conditions set forth in the Stipulation as
soon as possible and on expedited consideration, but not later than the effective date of the
proposed transaction, December 14, 2009. Upon entry of a Commission order approving this
Stipulation, Qwest and Malheur Bell will provide written notice to the Commission which
accepts the Commission’s order and indicates completion of the Transaction, and thus, Qwest

will consolidate all of Malheur Bell’s assets and operations into its Oregon operations.

Stipulation Parties’ Support for Stipulation and Transaction

The Stipulation Parties agree to support Commission approval of the Application with the
conditions contained in this Stipulation. This Stipulation will be offered into the record of this

proceeding as evidence pursuant to OAR 860-014-0085. The Stipulation Parties agree to support

4 As noted above, the Stipulation Parties agree that the standard for telecommunications mergers is “in the
public interest, no harm.” See e.g., OPUC Docket UM 1416, In the Matter of EMBARQ CORPORATION and
CENTURYTEL, INC., Order No. 09-169, at p. 3.
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this Stipulation throughout this proceeding and any appeal, and to provide either witnesses to
sponsor testimony or legal representatives to support this Stipulation. The Stipulation Parties
will recommend the Commission issue an order adopting the agreements contained herein and
approving the Application and the Transaction with the conditions contained in this Stipulation.
If any other party to this proceeding challenges this Stipulation, the Parties agree to cooperate in
cross—examination_ and put on such a case as they deem appropriate to respond fully to the issues
presented, which may include addressing issues incorporated in the settlements embodied in this

Stipulation.

Integrated Document

The Parties have negotiated this Stipulation as an integrated document. If the
Commission rejects all or any material part of this Stipulation or the Transaction or imposes
additional material conditions in approving the Stipulation and the Transaction, any Party
disadvantaged by such action shall have the right, upon written notice to the Commission and all
other Parties within 15 business days of the Commission’s order, to withdraw from this
Stipulation, pursue their rights under OAR 860-014-0085, and/or seek reconsideration or appeal
of the Commission’s order. However, prior to withdrawal, the Party shall engage in good faith
negotiation with the other Parties. No Party withdrawing from this Stipulation shall be bound to

any position, commitment, or condition of this Stipulation.

Stipulation as Compromise of Positions

The Stipulation Parties agree that this Stipulation represents compromises in the positions
of the Stipulation Parties. As such, conduct, statements, and documents disclosed in the

negotiation of this Stipulation shall not be admissible as evidence in this or any other proceeding.
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By entering into this Stipulation, no Stipulation Party shall be deemed to have approved,
admitted, or consented to the facts, principles, methods, or theories employed by any other
Stipulation Party in arriving at the terms of this Stipulation, other than those specifically
identified in the body of this Stipulation. No Stipulation Party shall be deemed to have agreed
that any provision of this Stipulation is appropriate for resolving issues in any other proceeding,

except as expressly identified in the Stipulation.

Effective Date of Stipulation

The effective date of this Stipulation as to each Party shall be the date of that Party’s

signature to the Stipulation.

Execution in Counterparts

This Stipulation may be executed in counterparts and each signed counterpart shall

constitute an original document.
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@ Exhibit A
Qwes t.‘Q-

Malheur Bell
October 5, 2009

NOTICE OF ENTITY CONSOLIDATION OF MALHEUR BELL, A WHOLLY OWNED SUBSIDIARY
OF QWEST CORPORATION, INTO THE PARENT COMPANY, QWEST CORPORATION

In an effort to improve operating efficiencies in the management of your local telephone company,
Qwest Corporation (Qwest) has notified the Oregon Public Utility Commission of Malheur Bell and
Qwest's intent to consolidate operations effective on December 14, 2009, Malheur Bell is currently
a wholly owned subsidiary of Qwest and after the consolidation is complete, you will still be served
by the same network facilities that serve you today. Consequently, you should not notice a differ-
ence in the quality and dependability of your local telephone service, although there may be some
differences in the rates, terms or conditions of your service.

If Qwest Long Distance Corp. is your long-distance provider at the time of the transfer, or if you

are currently a customer of a lang-distance company other than Qwest Long Distance Corp., your
long-distance provider witl remain unchanged unless and until you request a change. You may choose
another long-distance provider at any time. If you had asked Qwest for a preferred carrier freeze on
your long-distance services, those freezes will not be lifted as part of this consolidation process. If
you would like to add a carrier freeze please contact us at the number listed below. At the current
time, however, there are no other local service providers available in your area.

As indicated above, you will be moved to Qwest service, at no charge to you, with the same telephone
number and, to the extent possible, the same or similar services and features that you have now,
except they will be provided under Qwest's terms and conditions and Qwest's rates. Specific changes
are noted on the attachiment.

Please be assured that your move to Qwest service, in no way prevents you from choosing a different
long-distance provider at any time.

If you have any questions, concerns or complaints regarding the entity consolidation of Malheur Bell
and Qwest, please contact the Oregon Public Utility Commission at 1800-522-2404 (503-378-6600
in Salem). You may also calt Malheur Bell directly, at 541-889-5321, or Qwest directly

at1800-244-1111 (residence); 1 800-603-6000 {Small Business) or 1 800-777-9594 (Large Business).

Sincerely,
Todd Townsend David |. Gabica i E

Vice President, Marketing, Qwest President, Malheur Bell
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Qctaber 26, 2009

Malheur Bell

Notice of Price Changes as a result of entity consolidation of Malheur Bell, a
wholly-owned Subsidiary of Qwest Corporation, into the parent company, Qwest Corporation

On or about October 5, 2009, we advised you that Malheur Bell, a wholly-owned subsidiary of
Qwest Corporation ("Qwest"), will be consolidated into its corporate parent company, Qwest,
effective December 14, 2009. As we advised, you will be moved to Qwest service, at no charge to
you, with the same telephone number and, to the extent possible, the same or similar services and
features that you have now, except they will be provided under Qwest’s terms and conditions and
Qwest's rates.

Attached with this letter is a list of Malheur services for which there will be rate changes as a result
of the consoelidation. The list includes the current Malheur Bell rates and the Qwest rates that will
apply beginning December 14, 2009, including the amounts and percentages of any price increases
or price decreases for each service. Please be advised that customers may petition the Public Utility
Commission of Oregon to investigate rate increases. The Commission will investigate rate increases
if it receives petitions signed by 500 customers on or before December 4, 20089, If the Commission
does not receive sufficient petitions by December 4, 2009, the proposed rates will become effective
on December 14, 2009 without Commission review. Petitions should be sent to the Commission's
Consumer Services Division. A petition must contain a statement asking the Commission to conduct
a rate review and must include the customer’s name, address, phone number and originat signature.
Malheur Bell will provide a current copy of the local exchange directory and its service territory map
within ten days of a request from any customer. The Commission’s toll-free telephone number is
1800-522-2404 and its address is P. 0. Box 2148, Salem, OR 97308-2148.

In addition, beginning December 14, 2009, you will see several changes ta your bill.

1. The remittance address will change from the Malheur Bell remittance address to the Qwest
remittance address of PO BOX 91155, SEATTLE, WA 98111-9255 for all paper payments. We
would like to advise customers that use electronic payment addresses to use the new address
after December 14, 2009.

2. Walk-up payment {ocations will also change.

The Malheur Bell office at 225 SW 2nd Street in Ontario will close on December 11, 2009
and payments will no longer be taken at that location. The payment drop box will no longer
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be available at that location. The new location for walk-up payments in Ontario will be the
Red Apple Marketplace at 555 SW 4th Avenue.

Itis yet to be determined if the City of Nyssa will continue to accept walk-up payments,

If the city chooses not to accept payments, they will notify customers through posted
signs. Logan's Express, 101 Thunderegg Blvd., in Nyssa will be the new location for walk-up
payments in Nyssa,

The location for walk-up payments in Vale will continue to be Malheur Drug at
198 A Street W in Vale.

Qwest and Malheur are committed to providing the best possible customer experience throughout
the integration. If you have questions or concerns about the matters addressed in this letter, you
may call Malheur Bell directly, at 541-889-5321, or Qwest directly at 1 800-244-1111 (Residential)
1 800-603-6000 (Small Business) or 1 800-777-9594 (Large Business).

Thank you for your continued business.

Sincerely, ‘
Todd Townsend David |. Gabica

Vice President, Marketing, Qwest President, Malheur Bell
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November 20, 2009

Malheur Bell

Notice of Potential Commission Investigation of Possible Slight Rate Increases in 2011 to Vale and
Oregon Slope Exchange Customers to Reflect Differences in Costs to Provide Service

Dear Malheur Bell Vale and Qregon Slope exchange customer:

As we have recently advised you, Malheur Bell has filed an application with the Public Utility Commission of Oregon

("PUC") requesting an order allowing it to be consolidated into its corporate parent, Qwest Corporation (*Qwest"), effective
December 14, 2009. In letters sent on or about October 5, 2009, and October 26, 2009, we further provided you with a list
of Malheur services for which there would be rate changes if the PUC approves the consolidation as it was filed. The PUC

is currently considering Malheur Bell's request for approval of this consolidation. The parties participating in the consolidation
proceeding are Matheur Bell, Qwest, the Citizens’ Utility Board of Oregon, and the PUC staff {“the consolidation parties™).

Subsequently, the consolidation parties have determined that as a result of various prior regulatory proceedings and decisions
of the Federal Communications Commission (“FCC") and the PUC, the PUC will need to investigate certain issues relating

to Qwest's costs of providing service in your geographic areas if it approves the consolidation. The PUC has previously set
{(west's current basic local exchange rates at three different rates each for basic residential services and for basic business

- services, based on Qwest's costs to provide service in different geographic areas (or “geographic zones") in which Qwest
provides service. Thus, as a result of these previous regulatory proceedings and decisions, the consolidation parties will ask
the PUC to begin an investigation proceeding in 2010 to review the costs to serve in the Vale and Oregon Slope exchanges
if it approves the consolidation. One resuit of this PUG investigation could be slight increases to the monthly basic local
exchange rates that Qwest would be required to charge to former Malheur Bell customers in these two exchanges. Specifi-
cally, these potential increases would be a $1.00 per access line monthly increase from current basic rates for residential
customers, and a $1.51 per access line monthly increase from current basic rates for business customers. in addition, for
certain business customers, PBX trunks could also be increased by $2.00 per month for two-way, in-only and out-only trunks.
Finally, in-only trunks with Direct Inward Dial (DID) could increase by $0.36 per month. However, any such increases would
not occur until after the PUC has investigated the issue, and has allowed interested parties to participate, and, as requested
by the consolidation parties, would not be imposed until January 2011 at the earliest.

Accordingly, this is to advise you that if the PUC approves the request to consolidate Malheur Bell into Its corporate parent
company, Qwest, under the terms requested by the consolidation parties, the PUC will open an investigation proceeding in
early 2010 to determine whether, due to the costs of providing service to your geographic area, and prior FCC and PUC
proceedings and decisions, the basic local exchange rates for former Malheur Bell Vale and Oregon Slope exchange customers



should increase. The potential increases that may be imposed, after this investigation proceeding is completed, but
no earlier than January 2011 as requested, would be a $1.00 monthly increase of basic local residential rates (from
$13.80 to $14.80 per access ling), a $1.51 monthly increase of basic local business rates (from $28.99 to $30.50
per access fine), and $0.36 and $2.00 monthly increases for PBX trunks. In addition, Qwest has committed to give
you notice of that investigation proceeding, including information about your rights to participate, once the proceeding
has begun.

If you have questions about the matters addressed in this letter, you may call Malheur Bell directly at 541-889-4402,
or Qwest directly at 503-242-5623. You may call the PUC at 1 800-522-2404 (503-378-6600 in Salem).

Sincerely,
T Tomamd. s %&W
Todd Townsend David 1. Gabica

Vice President, Marketing, Qwest President, Malheur Bell
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CERTIFICATE OF SERVICE
UM 1451

| hereby certify that on the 18™ day of November 2009, I served the foregoing
STIPULATION BETWEEN MALHEUR BELL, QWEST, THE CITIZENS’ UTILITIES
BOARD AND COMMISSION STAFF in the above entitled docket on the following persons
via U.S. Mail, by mailing a correct copy to them in a sealed envelope, with postage prepaid,
addressed to them at their regular office address shown below, and deposited in the U.S. Post
Office at Portland, Oregon.

Michael T. Weirich, Esq. Larry Reichman Mark Reynolds
Department of Justice Perkins Coie, LLP Qwest Corporation
1162 Court St. NE, Room 100 1120 N.W. Couch St. 1600 7th Ave., Room 3206
Salem, OR 97301 10th Floor Seattle, WA 98191

Portland, OR 97209-4128
David Gabica Kay Marinos G. Catriona McCracken (W *)
Malheur Home Telephone Co. Oregon Public Utility Commission  Citizens’ Utility Brd of Oregon
P.O. Box 249 P.O. Box 2148 610 SW Broadway, Suite 308
Ontario, Oregon 97914 Salem, OR 97308 Portland, OR 97205

Catriona@oregoncub.org

DATED this 18" day of November, 2009.

QWEST CORPORATION

Y

ALEX M. DUARTE, OSB No. 02045
421 SW Oak Street, Suite 810
Portland, OR 97204

Telephone: 503-242-5623
Facsimile: 503-242-8589

e-mail: alex.duarte@qwest.com
Attorney for Qwest Corporation

* denotes signator of Protective Order No. 09-375
W denotes waiver of paper service



