RECEIVED

CyNTHIA A. MELILLO PLLC
8385 W. EmeraLD StreeT * ‘Boisg, IpaHo 83704
(208} 577-5747 *» cam@camlawidaho.com

July 13, 2012

Via Electronic Mail

Ms. Jean Jewell

Commission Secretary

Idaho Public Utilities Commission
472 West Washington Street
Boise, ID 83702

Re: IPUC Case No. MID-T-098-03: Order No. 30069

Dear Ms: Jewell:

As you know, | represent Midvale Telephone Exchange, Incorporated (“MTE”) in the
above referenced matter. Finally, more than two and a half years after the Idaho Public
Utilities Commission (the “Commission”) issued Order No. 30969, MTE has secured the
approval of all regulatory authorities and lenders to allow the transfer of assets and liabilities
from MTE to Midvale Telephone Company (*MTC"), a wholly owned subsidiary. Attached is
the order from the Arizona Corporations Commission dated January 6, 2012, approving the
transfer of assets and the Arizona Certificate of Convenience and Necessity, and a letter
from the United States Department of Agriculture Rural Development, dated July 2, 2012,
approving the transfer on behalf of the Rural Utilities Service (“RUS®). This letter constitutes
the final approval needed for MTE to complete the transfer of assets and liabilities. MTE has
paid all of its outstanding obligations to the Rural Telephone Finance Cooperative, so
approval from RTFC is no longer required.

The purpose of this letter is to inform you that effective as of July 27, 2012, all assets
and liabilities of MTE will be transferred to MTC in exchange for MTC stock, and to request
that the Commission take all actions necessary to transfer Certificate 254 from MTE to
MTC. MTE and MTC will work with Commission staff to resubmit schedules and tariffs
within the next thirty (30) days pursuant to Order No. 30969 to reflect the change in
ownership structure.
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If you have any questions or require further information,

S77-5747 or by e-mail at cam@camlawidaho.com.

Sincerely,

please contact me at (208)

Cythe AV 11

Cynthia A. Melillo

CAM
Enclosures

Cc:  Steve Child (via electronic mail)
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Tequested that Midvale’s Efigible Telecommunications Carrjer ("ETC?) désignaﬁon be transferred |

to MICI

Dewmberﬂahéll.zml

BY THE COMMISSION:

FINDINGS OF FACT

L On May 19, 2010, Midvale Telephone Exchange, Ine. (“Midvale™) and: Midsale

Inc. g “MICT) (iogethar “Applicants”) filed an application with the Arizona

Comperation Commission (“*Commission™) requesting:

Approval of the transfer of Midvale's facilifies-based Incumbent Local |

Exchange Carrier (ILECY) Centificatc of Coenvenience and. Necessity
("CC&N") o MTCL:
Approval ol the transfer of assots from Midvale to M’J‘CI

Approval of ihe transfor of Incal exchinge customers ffom Midvale 1o -

MTCl;and
The granting of 4 linited waives of the Commission's Slamming miles.

2 On August 17, 2010, in response io Stait Date Request STF 1.7, the Applicants also |
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3. All of Midvale’s stock is currenily owned by Mr. Lane Williams (“Mr. Wilhams™}
and the Estate of Ms. Shitley Archer (“the Estale”) and cach owns fifty perceat (50%) of the total
shates. To cnsuve the ongoing operations of Midvale in its current form, Mr. Willianss and
Midvale, by and through its Board of Directors, have adopted an Employee Stock Option Program
(“ESQP") so the employees who oporate the busisess will own Midvale. The Appiicants represent
that this trensaction will have little 10 no impact on customers, services and empliyees. Midvale
assarts that the tax adventages of the proposed transaction are substarntial,

4, Midvale proposed the following structure to facilitate the trangfer ox -ownership
from s current owners 1o the ESOP, which will serve t benefit Midvale’s current employees:
Effective December 22, 2008, Midvale adopted 2n ESOP plan and trust.  Upon obtaining
Commission approval, ‘Midvale will transfer ali of Midvale's assets, labilities, public licenses,
employecs and the CC&N to MTCH in a tax-free Section 351 capitalization in exchange for all the

j ssued eud outstanding shares of MICI stock. Following the trmsfer, the ESOP would acquire a

poriion of the Midvaic stock and redeem the temainder of the shares by delivery to Mr. Williams
and the Estate, a proxmmwry nots for the full value of their remazmng shares, To date, the ESOP
has $800,000 set aside for stock purchiase of Midvale. The annual contributions for the ESOP
stock purchase are from tax savings. The transaction hss changed slighty from what was originally -
proposed, as explained by the Applicants in response to Steff Data Request (“SDR”1-CSB 2.5 ag

{followes: ..

Due to the passage of time, there has been A little change in the strocture here from
what was initially proposed. Since Midvsic has been paying into the ESOP fur the
past two years, the BESOP is holding ahout $800,000 in cash. Thus, rather than 2
promissory nots from Midvale for the full amount of the stock, the ESOP wiil
purchase dirseily from: Lane Williams as many shares az can be purchased for the

$R00,000. The exuet amont will he dependent on & dc'l.e*r'nmguon of the fair
market value at the time of purchase, The trustas for the ESOP will deicrmine the
amount. Gencrally speaking, the full value of the issued and owsstanding shares is
estimaied 1o be about 54,000,000, but cach purchase will require a new

Decision No. 72728
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determination of fair market value, Lane Willians will purchase the shares held by

the Estate of Shirley Archer. Midvale andior the ESOP will thep cnter into an
option agreement to purchase the remaining shares held by Lane Williams.. Na
puichase will ovsur until @ litle over & vear from thi date Lane Williams purchas:s
the shares from the Estate. At thai time a pfbmi‘ssory»mtefwﬂl be made by Midvaie
to Mr. Williams. The amomt will depend on the détermination of fair market value
and the shares remaining to de purchased. The interest rate will be the market rate
l at the time. Terms will be up to ten years,

5. Aftor the transaction is complete, Midvale's only asset will'be 100% ownership
interest in MTCI and no lighilities other than ohligation foi paymients under the promissory acte.
In eddition, MTCI will adopt the ESOP plan and trust and coninbute funds to the ESOP annuaily
Las a retirement fund contribution for is employces. The ESOP will use MTCTs anrual
contributions t acquire a portion of the Midvaie stock held by Mr. Williams. Ultinately, the
ESOP, in trust for all MTCI employees, waum own.all of Midvale’s shares of stork and Midvale
would own all of MICYs.

6. The Applicants state that MTC will provide the same telecommimications services

1o Midvale's customers, customers will confinue fo seceive their existing telecommunications

services af the same ratér, terms, and conditions ind the only apparent chiznge to customers will be

I in the change of the name of the customers” service provider. The Applicants further staie that the

transfer will be transparent and the service will be senmless and wrdnterrupted to customers and
thai MTCIL employees aud management will contimue providing the same telccommunications
services as were provided prior to the tansaction.
The Applicants

7. Midvalz is 2 privately-held ldahe Corporation authorized to conduet business in
Avizona as  Foreigi Corporation, It prineipal olfice is located i Midvale, ldaho. Midvale was
granted 2 CC&N a5 av ILEC to provide faciliticsboned loeal exchange elecommunications

services on October 29, 1992, in Decision No. 58048, According o its Marck 31, 2010,

Decision No, 72728




28

Docket No. T-02532A-10-0207, ¢t al.

Page 4

Loop/Line courd, Midvale ssives approximstely 1.319 tural residential and 124 rural business

customers in five Avizona exchanges.

8, MTCI is a privately-held Ilaho Corporation authorized to condsict business in
Arizona es a Foreign Cotporation. MTCI wus created to facilitate the transfer of ownership:to
Midvale employces.

Staffs Analysis

o

9, Midvalgprovidcé direet notice to all ofirs customers on Seplember 30, 2011,

The Affilisted Interests Rules

10.  The Public Utility Holding Companies and Afilisted Inisgests Ruies apply to ali
Class A investor-owned uiilities, detined as telecommunications carriers that have Arizoma
IHurisdictional annual revenues of more than $1 million. Based on revenues reporied in the 2009
Anual Report on file with the Commission, Midvale did not generate more than $ million of
Anizona juzisdictional revene; therefore, ihis Application is not subject to Arizona Adusinistrative
| Code ("AAC) R14-2-801 through 805 of the Public Utilty Bolding Companies sud ARHfiated
Interests Rules. However, since the Applicants ure requestiug a transfer of assets, the transaction
would be subject to the Commission’s teview under Arizona Revised Statutes (ARS8 § 40
285, “

Teansfer of Customers o

11 In the Application, the Applicants state that Midvale’s cument Arizona customers

| will be transferred to MTCLand the proposed trasfor of customers will have no adverse impact on
custoraers. Customers will continue to seceive their existing services at the same rates, terms, and
H‘Cond"iﬁt)ﬁs 45 are currently being provided by Midvale and will not inewr sny charges as a result of
the change in sexvice provider Srom Midvale to MICY. Auy future changes i the rates, terms and
hctmditians will be made consisteni with Camaission's ceqnisements, The fransition to MTCI will

be virtuslly transparent to the affected custoreers.

Decision No, ._?3.728
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MTCL  Madvale will also transfer all essets it  owns or controls to provide inteastate
telscommurications services in Arizona to MICL Mudvale will also transfer all cas*tomerﬁep&ﬁit&
to MICI and MTCL will assume ali of Midvale' § caonimactual obligations for mtrastate
telecommurdcations services in Avizona,  MTCT has the necessary techmice] arid financiel
capabilities of providing the same level of service us Midvale. Addiﬁcméﬁ;i Midvale provided |
direct notice of the transfer o all of its cusbomers in Arizona.

13 The new company, MTCL will be composed of the saraz company cfficers,
management, and cmployets, servicos, rates and chargex as Midvale, Therefore, Staff |

recommends the Commission grant the Applicants réquest for 4 teansfor of Midvale's CO&N

Request for Waiver of Slamming Rules
14, The Applicants requested & waiver of AAC R14-2-1904 et seq.. the Commissing's
Slamming Rules (Article 19 ~ Consumer Proteetions for Unawthorized Carrier Changes), At least

30 days prior to the anticipated dumg date and transfer of cusiomers, Midvale and MTCT wall

; pmvni.. notice o the Midvale cistorners deseribing the transfer of Midvale’s customers to MTCH

and assweing custorers that they will continue to reesive the: same telecormmunications services
that thev are currently reseiviug in accordaace with the tates, ferms, and condiﬁms of their
exisling coniracts or aﬁ%ctwe tarifls. The Applicants gtatc that such & waiver is appropriate giveu

that the exact same raies, tetras, and conditions of sorvice will be provided to customers afier the

|| ransfer-is completed,

z,,,:bl« I"Z&c@m‘mmz’é'ﬁh sons Carvier (“ETC
15, Midvale 1€ currently desigrated as an ETC with?n its current servine arey and s
Hsud:. 18 & recipient of federal high-cost fands and ceintbursement Jor the low-ificanme programs

Lifeline and Link Up that provide discounts 10 elipihle subscribers from the Federal Universal

h High Cost Tond (“FUSE™). A part of MTCY assuming-all of Midvale’s TLEC responsibilities and

Decision ¥o. 72728
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lfobligations, the Applicants indicated” that they are-also requesting that Midvale’s ETC desiguetion
be transferred io MTCI.
16, Below isa summarv of $taif's review of MTCI’s ETC information:
Therequirements for a designation as an ETC are set fiorth in 47 U.S.C. § 214(e)(1);
A common carrier designated as an eligible teleconununications carrier
i under paragraph (2) or (3) shall be sligible to receive universal service

support in accardance with section 254 and shall throughout the servics area

for which ihe designution is recoived — (A) effer the scrvices supported by

Federal universal service support mechanisms under seciion 254(c), either

using its own facilities and resale of another cartier’s service (including the

services offered by ancthier elizible telecommunications carrier); and (B)

adveriise the availsbility of such servicss and the charges vsing roedia of

gencral distribution.

17. In response to Staff's data zequests,” MICI affirmed that it would provide cach of

the services required by the Federa! universal support mechanisms under- 47 C.FER. § 54. 191(4)
which includes the following:

&, Voice grade access to the public switchsd network,

b Local usage,

| ¢.. Dual tone, mult-frequency signaling or its fimetionsl equivalent.

d. Singie party service or its fimctional equivalent.

€. AcCess 1o emergeney services,

£ Access to operator services,

8 Access to interexchange servics.

W Access 1o directory service,

1. Toll limisation: for qualifying low-income consuniers.

18. MICI has commitied that it will advertise the avaiiability of such services and

charges using media of general distribution. In addition, MTCI states its will comply with the

requirements specified in Commission Decision No. 67941,

1 Responsieto Stafl Data Manﬂ STF L
2 S1aff Data Requests STR 414,12,

Decision No. 72728
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/| 19, A ETC carrier must also offer Liféline and Link Up Service w all qualifying low-

2 |lincome consumers within its service ares, pursuant to 47 C.E.R. §& 54.405 and 54411(a) MTCE

3 [has committed to provide Lifeline and Link Up Servicss to all gualilying low income consaimers
4 | within Midvale’s current service arsa and will offer sorvices at the rates contained in the existing
5 || Midvale tariff
f 20.  inoe the Commission has proviously accepted the definition of the Midvale service |
7 [jareas as rural and eligible for FUSF.? Staff helicves that MTCI msets the reguirements to be |
8 ||designated an BYC. ‘ |
9 Other |
10 21.  Inorder to protect the ratepayers, Staft recommends that MTClI'not be aliowed o
11 | /recaver, or seck ti recover through raies paid by Arizona end-user retail customers, auy increased
12 |ieosts thal may resolt- from this transaction and that MTCT bear sl the iransuction expenses
13 ||associated with this application and MTCI not be allow to recover, or seek to recover throtsh ratos
14 [paid by Arizona end-user retail customers, any iransactions expenses associated with this
15 il ransaction:
16 || Staff Recommendations
17 | 22,  Siaff recommends thai the Application for the trausfer of the facilities-hased TLEC
18 [|CCEN from Midvale to MTCI, the transfer of assets, local exchange customers aud ETC
19 dcsigna&icn from Midvale to MTCI, and the granting of a limited waiver of the Commission’s
20 |Slamming rules be approved. Staff further recomrends that-spproval be coniditioied oi the |
21 |following:
) & MTCL shall not fecovar, or seek to recover throuph rates paid by Arizona end-user
; retail customers, uny increased costs that may resnit from this transaction;
23 b. Mo acquisition premium shall be recovered by MTCLin any fatire rute proceading;
- e gnyuegauvetax fsm:sequé;ms ammg *f‘mm this transaction shall be bome by the
stect and indirect shareholders of MTCL
a5 d. MTC,I.hsthI be required to file a conferming tarilf within 60 days of the effective
dalc of a Diecision in this matter. Vinsi] such time, the currsit Midvale Brif! shall be
% prosumed o be the effective tariff: '
a7
28

3 Detision Mo, 60554, Dncembrr 18, 1042
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e. MICI shall be required 1o coruply with all Commission rules, orders, and athgr?
requiremnents relevant to the provision of infrastats telecormmunications service and
shal modify its tariffs (o conform to these rules if it is detenmnined that there is a
couflict berwean MTCT's tariffs aud the Comuission’s rules;;

f. MTCI shall be 1equited to maintain its accounis and records as required by the
Commission; .

& MICI shall be required fo file with the Commission all financial and other reports
that the Commission may require, and in a form and at such tiss as the
Commission may designate; )

h. MTCI shail be required to maintain an file with the Commission all current tariffs

_ andrates, and any service standards that the Commission may require; , A

} 1. MTCI shall be required to cooperate with Connission investigations including, bat

not Jimited to custorner cormplaints;

J- MTCI shall be required to participate in and conuibuie (o the Asizona Universal

Service Fund, »s required hy the Commission;
k. MTCI shall be required to notify the Comniission immediately upon changes {o the
Applicant’s name address or telenhone number; and
L. MICI shall be required to immedately certify ts the Commission that it does not
block access to alternative telecommunications providers by its cusiomers via
T0IXXXX dialing,

CONCLUSIONS OF [AW
- L Midvale is a public service Corpotation within the meaning of Auticls XV of the
Arizona Constitution and A.R.S. §§40-281 and 40282, "

2, The Commission has Jurisdiction over Midvale and the subject matter of this filing
under AR.S. §40-285,

3 The Commission, having reviewed the filing and Staff's ‘Memorandum dated
November 39, 2011, concludes that it is in the public interest (o grant the Appﬁcaﬁe;g of Midvale ;
| Teicptions Exchange, Ins. and Midvale Telephone Couspany, tno. connection with a proposed |
transaction whercby Midvale will transfer the its assets, lisbilities, customiers, CC&N. and EIC
designation to MCTL
ORDER
IT IS THEREFORE ORDERED that the Appiicstion of Midvale Telephone Exchange: Inc,

and Midvale Telaplions Company, Inc. in counsction vith & prongsed iransaction whercby

{|Midvale Telephone Exchagge, Itie. will transfer the assts, Habilities and costomers io Midvale

Telephone Company, Tne, and bereby ix zpproved, as discussed herein, :

Decision No. 722?‘_§M
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IT §S FURTHER ORDERED tha the Application of Midvale Telephone Exchange Inc. to

transfer 115 Certificate of Convenience and Necessity for favilities-based Iocal exchange |

elecommunications services and ETC designation to Midvale Telephove Company, Inc, be and
hereby is approved subject to the provisions contained hercin,
IT IS FURTHER ORDERED that the Midvale Telephone Exchange; Inc. and Midvale

Telephone Company, Ine.'s request for a waiver of the Commission’s Slamiming Rules be and

hereby is approved with respect 1o the current Application for approval of the transfer of customers |

betweeh Midvate Telephone Exchange. Inc. and Midvale Telephotic Company; Inc.
LT I3 FURTHER ORDERED that approval of the Toint Application is conditioned upen the
following:

2. Midvale Telephene Company, lnc. shall not recuver, or seck to tecover through
ralcs puid by Arizona end-user retsil castomers, any increased costs that may result
from tus transection:

. No acquisition premium shall be recovered by Midvale Telephone Company, Inc.

| m any Tulure rate procesding;
€. Any negalive tax consequences arising from this tranzaction shall be borne by the |
u direct and indircet shasehoiders of Midvale Telephone Company, Inc..

d. Midvale Telephone Company, Inc. shall be required to file a conforming taniff

within 60 dzys of the effective date of a Decision in this matier. Until such thne,

¢. Midvale Telephone Company, Inc. shall be required to comply with sll
Commission rules, orders, and ofher requirements relevant to the provision of
‘intrastate telecommunications: service and shall modify its tariffs 10 confonn to

these rules if it is dstermined that thers is a conflict between Midvale Telephone |

Company, Int."s tariff and ibe Commission’s rules;;

£ Midvale Telephone Company, Inc. shall be reguired to maintain ite decounts and
reeords as required by the Cornmission: ,

& Midvale Telephone Compay, Inc. shall be required to file with the Conunission all
financial arid other reports that the Commission may require, and in a form and at
such timges as the Commission may desipnarz;

k. Midvale Telepbone Company, Ine. shall be required to maintain on file with the

H the current Midvale tartff shall be presumed i be the effestive tatf:

Commission all current tariffs and rates, and any scrvice sendards that the |

R
#;
#

Commission may require;

Decision No. 72728
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1. Midvale Telephone Company, Inc. shall be required to cooperate with Commission
investigations including, but not limited to custamer complaints:
j« Midvale Telephone Company, Inc. shall be required to participate in and contribute
to the Asizona Universal Service Fund, as required by the Commission; ,
k. Midvale Tclephone Compeny, inc. skall be required to notify the Commission
immediaicly upon changes to the Applicant’s naine address or telephone number:
and
I Midvale Telephone Company, Inc, shall be required 1o immodiately certify 1o the
Commission that it does not block acczss to alternative telecommunications
providers by its cnstomers via 101 XXXX dialing. ’
ITIS FURTHER ORDERED that this Decision shall become effective immediately,

BY THE ORDER OF THE ARIZONA CORPORATION COMWUS;:"%

A T

[ SOMMISSIONER

50
MISSIONER \

L) ~ COMMISSIONER -
IN WITNESS WHEREOF, I ERMNEST G JOHNSON,.
Execntive Director of the Arizona Corporation Commission,
&% bave hereunto, set my hand and caused the official seal of {hiy
s, %, Commission to be affixed at the Capitol, in the City of Phoenix,
# this A dayof Jonodyy 2012,

— e ,,
ERNGST G, .;om-:sow

EXECUTIVE DIRECTOR

DISSENT:

DISSENT:
SMO:LLM’Q:WBik&hIRRM

DecisionNo. __72728
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SERVICE LIST FOP: MIDVALE TELEPRONE EXCHANGE, TNC. AND MIDVALE
TELEPHONE COMPANY, INC.
DOCKET NOS. T-0125324-10-0207 AND T-20741 A-10-0207

Gary H. Horton, Esq.

PMB 447

989 8. Main Sireer, Suite A
Cottonwood, Arizona 86326

Steven M. Olea

Director, Utilities Division
Arizona Corporation Comunission
1200 West Washingron Street
Phoenix, Arnizona 85007

Janice Alward

Chief Counsel, Legal Division
Arzona Corpuration Commmission
1200 West Waskiugton Street
Phoenix, Arizona 835007

DecisionNo. _ 72728




Mr, Steve Child, CEO

Midvale Telephone Exchange, Incorporated
P.0. Box7

Midvale, Idaho 83645-0007

Dear Mr. Child:

In-our correspondence dated December 1, 2010, preliminary approval was granted for the transfer by
Midvale Telephone Exchange, Incorporated {Idaho 514 and Idaho 1105) of all its operating assets and
liabilities to a newly formed subsidiary, Midvale Telephone Company {Idaho 518 and Idaho 1107).
Please be advised that with this letter, final approval is given. This approval is contingent on the
execution of the transfer documents to be prepared by your attorney Cindy Melilla in the form

o 5Fé\§iousiy reviewed by RUS.
£ !

" q
;,w;frelv.

7
~'DAVIDJ, VILIANOD
Assistant Administrator
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