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·1· · · · · · · · · · ·P R O C E E D I N G S

·2· · · · · · · · · · · · · · --o0o--

·3· · · · · · ALJ JONSSON:· For the record, today is

·4· ·Thursday, February 9, 2017.· It is 9:00 in the morning.

·5· ·This is the date and time set for the hearing in the

·6· ·matter of the joint application of Level 3

·7· ·Communications, Inc., and CenturyLink, Inc., et al.· This

·8· ·is transfer of control docket -- we actually have four

·9· ·docket numbers to represent the various companies.· They

10· ·are 16-2266-01, 16-2246-01, 16-2271-01, and 16-2351-02.

11· · · · · · Let's get appearances on the record for our

12· ·applicants.

13· · · · · · MR. SOMERS:· Good morning, Hearing Officer.

14· ·Torry Somers with CenturyLink.· And with me today who

15· ·will be testifying on behalf of CenturyLink is Jeremy

16· ·Ferkin.

17· · · · · · ALJ JONSSON:· Thank you.

18· · · · · · MR. EVANS:· I'm William Evans at Parsons Behle

19· ·& Latimer for joint applicants Level 3 Communications,

20· ·Inc., and the Utah operating companies, and our witness

21· ·is on the telephone this morning, Kristie Ince.

22· · · · · · ALJ JONSSON:· And for the division?

23· · · · · · MR. JETTER:· And I'm Justin Jetter with the

24· ·Utah Attorney General's Office representing the Utah

25· ·Division of Public Utilities today.· And with me at
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·1· ·counsel table is William Duncan with the Utah Division of

·2· ·Public Utilities.

·3· · · · · · ALJ JONSSON:· Thank you.

·4· · · · · · Mr. Somers, are you going to take the lead?· Is

·5· ·that the plan?

·6· · · · · · MR. SOMERS:· Yes, I will.· Thank you very much.

·7· · · · · · ALJ JONSSON:· All right.· Go right ahead.

·8· · · · · · MR. SOMERS:· We are here today on CenturyLink

·9· ·and Level 3's joint application for indirect transfer of

10· ·control.· On January 18, 2017, the Division of Public

11· ·Utilities submitted its recommendation supporting

12· ·approval of the transaction.· Further, the division

13· ·agrees that this transaction and the documents filed

14· ·satisfies the requirements of the informal adjudication

15· ·process set forth in Utah Administrative Code R746-349-7.

16· · · · · · Under this rule, since there was no objection

17· ·to the application, the commission can presume that the

18· ·approval of the transaction is in the public interest and

19· ·use the information contained in the application and the

20· ·accompanying documents as evidence to support approval of

21· ·the transaction.

22· · · · · · Further, CenturyLink and Level 3 are still

23· ·prepared today to present testimony to further support

24· ·approval of the application.

25· · · · · · Hearing Officer, I would move to admit the
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·1· ·application and accompanying exhibits as an exhibit.

·2· · · · · · ALJ JONSSON:· Any objection?

·3· · · · · · MR. JETTER:· No objection, Your Honor.· Thank

·4· ·you.

·5· · · · · · ALJ JONSSON:· We'll admit those.

·6· · · · · · MR. SOMERS:· Do you need a copy of that

·7· ·application?

·8· · · · · · ALJ JONSSON:· I don't.

·9· · · · · · MR. SOMERS:· I would like to call Jeremy Ferkin

10· ·as CenturyLink's witness.· Would you like Mr. Ferkin to

11· ·approach the witness stand or stay seated here?

12· · · · · · ALJ JONSSON:· He can stay right there.

13· · · · · · · · · · · · · · --o0o--

14· · · · · · · · · · · · JEREMY FERKIN,

15· · ·having been first duly sworn to tell the truth, was

16· · · · · · · examined and testified as follows:

17· · · · · · ALJ JONSSON:· Go ahead.

18· · · · · · MR. FERKIN:· My name is Jeremy Ferkin.· I'm

19· ·vice president of operations for CenturyLink.

20· · · · · · On October 31, 2016, Level 3 Communications,

21· ·Inc., and CenturyLink, Inc. entered into an agreement and

22· ·plan of merger that will result in Level 3 becoming a

23· ·wholly-owned subsidiary of CenturyLink.· Since this is a

24· ·parent-level transaction only, with no change in the

25· ·regulated entities that operate in Utah, and no change in

http://www.litigationservices.com


Page 7
·1· ·control in the parent-level for the CenturyLink

·2· ·subsidiaries, the Public Service Commission retains

·3· ·exactly the same regulatory authority over all Level 3

·4· ·operating entities certificated by the commission and the

·5· ·CenturyLink operating entities certificated by the

·6· ·commission that the commission possesses immediately

·7· ·prior to the transaction.· Upon closing of the

·8· ·transaction, CenturyLink shareholders will own

·9· ·approximately 51 percent, and Level 3 shareholders will

10· ·own approximately 49 percent of the combined company.· In

11· ·addition, the transaction will be seamless to customers

12· ·as the Level 3 operating entities and the CenturyLink

13· ·subsidiaries will continue to provide services subject to

14· ·the same rules, regulations, price lists, and applicable

15· ·tariffs, if any, as they do now to retail and wholesale

16· ·customers.

17· · · · · · The transaction will benefit both customers and

18· ·competition in the enterprise market.· Approval of the

19· ·proposed transaction will enable CenturyLink and Level 3

20· ·to combine their complementary networks to offer

21· ·customers and enterprise services a broader range of

22· ·on-net services and solutions than they currently can

23· ·obtain from the companies individually.· It will reduce

24· ·both companies' dependence on leased fiber facilities,

25· ·and by enhancing the combined company's reach and
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·1· ·financial profile, strengthen its ability to invest and

·2· ·compete for the long-term.· The transaction will promote

·3· ·competition in the enterprise market, will improve the

·4· ·companies' financial profile, will not adversely harm

·5· ·existing residential customers, and will not alter

·6· ·existing contracts or regulatory commitments.

·7· · · · · · The transaction will allow the combined company

·8· ·to more effectively compete for enterprise customers.

·9· ·The needs of an interconnected world create increasing

10· ·demand for fiber broadband capacity.· The proposed

11· ·transaction will expand CenturyLink's fiber network to

12· ·better serve its existing customers and will reduce the

13· ·combined company's dependence on leased fiber facilities.

14· ·The transaction will bolster the company's combined

15· ·company's ability to compete for multi-location

16· ·enterprise customers and will enhance its expanded reach

17· ·to serve a higher proportion of locations using its own

18· ·end user connections.· By combining resources, therefore,

19· ·the companies will be better able to provide existing and

20· ·future enterprise customers with robust, end-to-end

21· ·solutions for greater bandwidth, enhanced security,

22· ·greater convenience, and better customer service.

23· · · · · · The transaction will also not result in any

24· ·countervailing competitive harms.· By bolstering the

25· ·companies' ability to compete in markets with that will
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·1· ·remain competitive.· The transaction will only enhance

·2· ·the quality of competition in these markets.· Existing

·3· ·and future enterprise customers in Utah thereby benefit.

·4· · · · · · The proposed transaction will have no adverse

·5· ·effects -- no adverse impact on competition in the

·6· ·residential market.· Level 3 does not serve residential

·7· ·customers or subscribers.· While CenturyLink remains

·8· ·committed to its residential customers in Utah, this

·9· ·transaction is about enterprise market.

10· · · · · · The transaction will not affect CenturyLink's

11· ·regulatory obligations towards residential subscribers or

12· ·any pending commitments or obligations of CenturyLink in

13· ·Utah relative to those customers.· The transaction's

14· ·focus is on enhancing the ability of the combined company

15· ·to compete vigorously in the provision of enterprise

16· ·services, which results in a stronger company overall.

17· · · · · · · · · · · · ·EXAMINATION

18· ·BY MR. SOMERS:

19· · · ·Q.· ·Mr. Ferkin, what you just read into the record

20· ·is a summary that you have in front of you; is that

21· ·correct?

22· · · ·A.· ·Correct.

23· · · ·Q.· ·And clearly it's important, the statements and

24· ·the summary that you just put into the record?

25· · · ·A.· ·Correct.
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·1· · · · · · MR. SOMERS:· Hearing Officer, I would move to

·2· ·admit the summary that Mr. Ferkin just read as an

·3· ·exhibit.

·4· · · · · · ALJ JONSSON:· Is there any objection?

·5· · · · · · MR. JETTER:· No objection.

·6· · · · · · ALJ JONSSON:· Do you have copies of that?

·7· · · · · · MR. SOMERS:· I do.· How many copies would you

·8· ·like?

·9· · · · · · ALJ JONSSON:· Well, I just need one.· And then

10· ·if you would give one to Mr. Jetter.

11· · · · · · MR. SOMERS:· May I approach?

12· · · · · · ALJ JONSSON:· Yes.· Thank you.

13· · · · · · Let's mark this as Hearing Exhibit A.

14· · · ·Q.· ·(By Mr. Somers)· So, Mr. Ferkin, based on your

15· ·summary, you believe the transaction is in the public

16· ·interest?

17· · · ·A.· ·I'm not a lawyer, but I do believe that's true.

18· · · ·Q.· ·You also stated in your summary that the

19· ·transaction will not result in any countervailing harm;

20· ·is that correct?

21· · · ·A.· ·That is correct.

22· · · · · · MR. SOMERS:· Your Officer, I have no further

23· ·questions for Mr. Ferkin at this time.

24· · · · · · ALJ JONSSON:· Mr. Evans, is there anything that

25· ·you want to ask Mr. Ferkin?
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·1· · · · · · MR. EVANS:· No.· Thank you.

·2· · · · · · ALJ JONSSON:· And I think I should have asked

·3· ·you as well if you had any objection to the summary.

·4· · · · · · MR. EVANS:· No objection.· Thank you.

·5· · · · · · ALJ JONSSON:· Thank you.

·6· · · · · · Mr. Jetter, any questions?

·7· · · · · · MR. JETTER:· I have no questions.

·8· · · · · · ALJ JONSSON:· Thank you.

·9· · · · · · Any other witnesses, Mr. Somers?

10· · · · · · MR. SOMERS:· No other witnesses for

11· ·CenturyLink.

12· · · · · · ALJ JONSSON:· Mr. Evans, go ahead.

13· · · · · · MR. EVANS:· Thank you.· We are mindful of the

14· ·requirements of the commission's rule, and for our part

15· ·of the proceeding we would like to call Kristie Ince to

16· ·update the commission on filings in other states of the

17· ·FCC and ensure that we have, in fact, complied with the

18· ·rules.· So we call Kristie Ince.

19· · · · · · · · · · · · · · --o0o--

20· · · · · · · · · · · · ·KRISTIE INCE,

21· · ·having been first duly sworn to tell the truth, was

22· · · · · · · examined and testified as follows:

23· · · · · · ALJ JONSSON:· And can you hear Mr. Evans?

24· · · · · · THE WITNESS:· I can hear him, but if there's a

25· ·way to make it a bit louder, I would appreciate it.
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·1· ·Possibly if he moves a little closer to the microphone.

·2· · · · · · ALJ JONSSON:· He's going to try that but if

·3· ·you're still having troubles, just interrupt and let us

·4· ·know and we can bring him right up here to speak into the

·5· ·phone.· Okay?

·6· · · · · · THE WITNESS:· Okay.· Thank you.

·7· · · · · · ALJ JONSSON:· All right.· Go ahead, Mr. Evans.

·8· · · · · · · · · · · · · EXAMINATION

·9· ·BY MR. EVANS:

10· · · ·Q.· ·Thank you.· I'll try to speak a little louder.

11· · · · · · Good morning, Ms. Ince.

12· · · ·A.· ·That's better.

13· · · ·Q.· ·Is that better?

14· · · ·A.· ·Good morning.

15· · · ·Q.· ·For the record, would you state your name, your

16· ·business address, and your position at Level 3.

17· · · ·A.· ·Yes.· My name is Kristie Ince.· I'm the vice

18· ·president for state and regulatory legislative affairs at

19· ·Level 3 Communications, Incorporated.· My business

20· ·address is 6801 Gaylord Parkway, Suite 300, Briscoe,

21· ·Texas 75034.

22· · · ·Q.· ·Would you summarize your experience in the

23· ·telecommunications industry?

24· · · ·A.· ·Yes.· I have a bachelor's degree from the

25· ·University of Texas at Austin.· My educational background
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·1· ·is in philosophy, German language, and literature.

·2· ·Professionally, I began working at the Texas Legislature

·3· ·where I spent seven years as a legislature director.· And

·4· ·in 2000 I went to work for the telecom industry where

·5· ·I've been for over 16 years.· At first I worked for Time

·6· ·Warner, slash, TW Telecom.· And then after TW Telecom was

·7· ·acquired by Level 3, for Level 3.

·8· · · · · · During that time I've represented these

·9· ·companies in government affairs, regulatory affairs, and

10· ·public policy, and various state proceedings.· And I also

11· ·hold a management position at Level 3.

12· · · ·Q.· ·Have you reviewed the joint application filed

13· ·by Level 3 and CenturyLink?

14· · · ·A.· ·Yes.

15· · · ·Q.· ·And are you the person that signed the

16· ·verification to the application?

17· · · ·A.· ·No.· That was Pamela Hollick, the associate

18· ·general counsel for Level 3.

19· · · ·Q.· ·Do you have personal knowledge of the matters

20· ·set out in the application?

21· · · ·A.· ·I do.

22· · · ·Q.· ·So for the purposes of your testimony today, do

23· ·you adopt those statements as your own?

24· · · ·A.· ·Yes.

25· · · ·Q.· ·Are there any changes or corrections that ought
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·1· ·to be made to the joint application?

·2· · · ·A.· ·No corrections or changes.

·3· · · ·Q.· ·Is Level 3 asking the commission to approve

·4· ·this transaction pursuant to the informal procedures

·5· ·described in the commission's rule?

·6· · · ·A.· ·Yes, we are.

·7· · · ·Q.· ·Is Level 3 or any of its Utah operating

·8· ·companies serving as an incumbent local exchange carrier

·9· ·anywhere in Utah?

10· · · ·A.· ·No, we are not.

11· · · ·Q.· ·Are Level 3 and CenturyLink required to file

12· ·for Section 214 authority with the Federal Communications

13· ·Commission?

14· · · ·A.· ·Yes, we are.· Level 3 and CenturyLink filed a

15· ·consolidated application with the FCC to transfer the

16· ·domestic/international section 214 authorizations and to

17· ·approve the transfer of control of Level 3 operating

18· ·companies to CenturyLink.· That application was filed on

19· ·December 12, 2016.

20· · · ·Q.· ·And has that FCC application been submitted in

21· ·the Utah docket?

22· · · ·A.· ·Yes.· A copy of that FCC application was filed

23· ·with Exhibit B to our Utah application.

24· · · ·Q.· ·Have there been any updates to the FCC

25· ·application since the initial filing?
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·1· · · ·A.· ·Yes.· On December 19th, CenturyLink and Level 3

·2· ·filed a supplemental information -- filed supplemental

·3· ·information with the FCC in response to questions that we

·4· ·received from FCC staff.

·5· · · ·Q.· ·And is that supplemental filing the document

·6· ·that has been submitted in the Utah proceeding as

·7· ·Supplemental Exhibit 1?

·8· · · ·A.· ·Yes, that's correct.

·9· · · ·Q.· ·Has the FCC issued a public notice in response

10· ·to the application?

11· · · ·A.· ·They have.· The FCC issued a public notice on

12· ·December 1 -- 21st, rather, 2016.· That notice

13· ·established a pleading cycle for comments from interested

14· ·parties.· Those were due January 23, 2017.· And reply

15· ·comments were due yesterday, February 7, 2017.

16· · · ·Q.· ·And has the FCC's public notice been submitted

17· ·in the Utah proceeding?

18· · · ·A.· ·Yes.· And I'm sorry, it was the day before

19· ·yesterday.· Yes.· It was filed in this docket as

20· ·Supplemental Exhibit 2.

21· · · ·Q.· ·Have there been any comments filed on the FCC

22· ·application?

23· · · ·A.· ·Yes.· We received two sets of comments.· One

24· ·was from Encompass, a trade association that represents

25· ·communications and technology companies, and one from the
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·1· ·National Congress of American Indians, as an organization

·2· ·interested in access to affordable broadband service on

·3· ·tribal land.

·4· · · ·Q.· ·Has either commenter opposed the transaction or

·5· ·in any way requested that the FCC deny the application?

·6· · · ·A.· ·No.· However, they did ask the FCC to consider

·7· ·the effect of the transaction on competition, and on the

·8· ·accessibility and cost of broadband services in tribal

·9· ·areas.

10· · · ·Q.· ·Have the applicants replied to those comments?

11· · · ·A.· ·We filed comments on February 7, 2017.

12· · · ·Q.· ·Were there other comments filed in the FCC

13· ·proceeding?

14· · · ·A.· ·Yes.· There were several sets of reply comments

15· ·that were filed on February 7th.· We are reviewing those

16· ·and will respond appropriately.· If the commission

17· ·requests, we will submit those reply comments in our post

18· ·hearing briefs.

19· · · ·Q.· ·Have the applicants filed a Hart-Scott-Rodino

20· ·Notification with the Federal Trade Commission of this

21· ·application?

22· · · ·A.· ·Yes.· The application's originally filed for

23· ·notification on December 12, 2016.· And after discussion

24· ·with the DOJ, the notification was refiled on

25· ·January 11, 2017.· This is a common procedure to allow
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·1· ·the DOJ additional time to review the transaction before

·2· ·an ownership.

·3· · · ·Q.· ·Do you have an idea of when the applicants

·4· ·might have the necessary approvals from the FCC and the

·5· ·DOJ to go forward with this transaction?

·6· · · ·A.· ·It's hard to say exactly.· But we're hoping to

·7· ·have all of them sometime in the second quarter of 2017.

·8· · · ·Q.· ·Do any state commissions other than Utah

·9· ·require Level 3 and CenturyLink to obtain approval before

10· ·closing this transaction?

11· · · ·A.· ·Yes.· We have 18 states that require approval,

12· ·and I believe that we list the states on page 10 of our

13· ·application with Utah.

14· · · ·Q.· ·And have applications been filed in all 18

15· ·states that require approval?

16· · · ·A.· ·Yes, they have.

17· · · ·Q.· ·And I see that the Maryland application has

18· ·been submitted to the Utah Commission as Supplemental

19· ·Exhibit 3 in this docket; is that right?

20· · · ·A.· ·That's correct.

21· · · ·Q.· ·Are the applications that have been filed with

22· ·these other states substantially similar to the Utah and

23· ·Maryland applications?

24· · · ·A.· ·Yes, they are.

25· · · ·Q.· ·Have any of the states in which approval is
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·1· ·required approved the transaction as of today?

·2· · · ·A.· ·The Delaware staff, Nevada staff, and Ohio

·3· ·staff have recommended that no action be taken, which in

·4· ·those states have the effect of approval.· No other

·5· ·states have yet completed their review.

·6· · · ·Q.· ·Do you have before you Supplemental Exhibit 4?

·7· · · ·A.· ·Yes.

·8· · · ·Q.· ·Can you tell us what that is, please?

·9· · · ·A.· ·That is the memorandum from the Delaware staff

10· ·recommending that no action be taken.

11· · · ·Q.· ·And can you identify Supplemental Exhibit 5 for

12· ·us?

13· · · ·A.· ·Yes.· Supplemental Exhibit 5 is the report from

14· ·the Nevada staff stating that neither staff nor the

15· ·consumer advocate are requesting further action.

16· · · ·Q.· ·And what is Supplemental Exhibit 6?

17· · · ·A.· ·That is the review and the recommendation of

18· ·the Ohio staff that I mentioned that the application be

19· ·automatically approved with no further action.

20· · · ·Q.· ·In those states that have not yet approved the

21· ·transaction, have you received or are you aware of any

22· ·opposition or protest to the transaction?

23· · · ·A.· ·Yes.· We have received one protest filed with

24· ·the Pennsylvania Commission by Poor (phonetic)

25· ·Communications, and one joint protest filed with the
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·1· ·California Commission by the office of Great PAIR

·2· ·Advocates and the Utility Reform Network and the

·3· ·Greenlining Institute.

·4· · · ·Q.· ·What was the Pennsylvania protest about?

·5· · · ·A.· ·Generally, the protester is alleging that the

·6· ·transaction will increase competitor's costs for certain

·7· ·types of services in Pennsylvania.· CenturyLink and

·8· ·Level 3 filed an answer on February 3rd denying that

·9· ·claim as well as asserting that the Pennsylvania market

10· ·is competitive and that the protesters' allegations are

11· ·not relevant to the merger review under the applicable

12· ·Pennsylvania legal standard.

13· · · ·Q.· ·And can you tell us about the California

14· ·protest?· What is that one about?

15· · · ·A.· ·Yes.· The joint protesters in California are

16· ·alleging that the applicants should not be able to use

17· ·the California advice letter filing procedure to obtain

18· ·approval for the transaction.· They've asked the

19· ·commission to require the parties to use a formal

20· ·application process instead.· They've also asked the

21· ·commission to require additional details from the

22· ·parties, such as the effect of the transaction on

23· ·competition, service quality, and reliability, as well as

24· ·further deployment of advance communications services and

25· ·public safety.
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·1· · · · · · CenturyLink and Level 3 are preparing a

·2· ·response to this protest in effect denying that the

·3· ·advice letter process can't be used.· And that response,

·4· ·we expect, will be filed by February 13th.

·5· · · ·Q.· ·Have you heard of or are you aware of any other

·6· ·protest or opposition to the transaction?

·7· · · ·A.· ·There has been an action filed in federal court

·8· ·in Colorado alleging certain FCC violations in connection

·9· ·with the transaction.· This is not fully unexpected in

10· ·this type of merger, and the companies are responding and

11· ·do not believe it will impact our review of our

12· ·application with the Colorado Public Service Commission

13· ·or ultimately the ability for the companies to close the

14· ·transaction.

15· · · ·Q.· ·Any other protests or oppositions of which you

16· ·are aware?

17· · · ·A.· ·No.

18· · · ·Q.· ·Have you heard of or are you aware of any

19· ·protests or opposition to the Utah application?

20· · · ·A.· ·No.

21· · · ·Q.· ·Have Level 3 and CenturyLink filed

22· ·notifications in all states that require only a notice of

23· ·filing?

24· · · ·A.· ·Yes, we have.

25· · · ·Q.· ·And do you have a date on which CenturyLink and
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·1· ·Level 3 would like to close this transaction?

·2· · · ·A.· ·We'd like to be able to close as soon as

·3· ·possible after all the states and the FCC and federal

·4· ·agencies have approved the transaction.· Based on our

·5· ·current anticipated approval time frame, we expect this

·6· ·to happen sometime in the third quarter of 2017.

·7· · · ·Q.· ·Can you describe who the Level 3 entities are

·8· ·that are operated in the state of Utah that are affected

·9· ·by this transaction?

10· · · ·A.· ·Sure.· The Level 3 operating companies

11· ·operating in Utah are identified in the application.

12· ·They are all non-dominant carriers that are authorized to

13· ·provide resold and facility-safe telecommunication

14· ·services pursuant to our certificates of convenience and

15· ·necessity that were issued by the Utah Commission for on

16· ·a D-regulated (phonetic) basis.

17· · · · · · Each of those entities is a direct subsidiary

18· ·of either Level 3 Communications, LLC, or Level 3

19· ·Telecom, LLC, which are subsidiaries then of Level 3

20· ·Communications, Inc.· And that's illustrated on the

21· ·organizational charts that were attached as Exhibit A to

22· ·the application.

23· · · · · · The transaction involved apparent level

24· ·transfer of control of the Level 3 parent-only.· As a

25· ·result of the transaction, the Level 3 op codes will
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·1· ·become indirect fully owned subsidiaries of CenturyLink.

·2· · · · · · The Level 3 op codes, though, will continue to

·3· ·operate as they do today and will remain subject to the

·4· ·same regulatory obligations.· The Level 3 op codes will

·5· ·continue to offer services subject to the same rules,

·6· ·regulations, and applicable tariffs or price lists as

·7· ·they do now.· The contracts in place today setting forth

·8· ·the rates, terms, and conditions for service of

·9· ·enterprise and wholesale customers will not change due to

10· ·the transaction.· And because the transactions result in

11· ·no direct change to the Level 3 op codes operations, it's

12· ·transparent to our customers.

13· · · · · · As mentioned, Level 3 does not serve

14· ·residential subscribers or consumers, and nothing about

15· ·the transaction is expected to have a negative effect on

16· ·residential and small business markets.

17· · · ·Q.· ·Thank you.· Can you offer a summary of why you

18· ·believe this transaction is in the public interest?

19· · · ·A.· ·Sure.· We believe the transaction will enhance

20· ·the quality of competition in the enterprise and

21· ·wholesale markets by bolstering the combined companies'

22· ·ability to compete with larger, better capitalized

23· ·enterprise and wholesale service providers.· Enterprise

24· ·and wholesale customers will thereby benefit by the

25· ·transaction.· The transaction's principle and exclusive
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·1· ·focus is on enhancing the ability of the combined company

·2· ·to compete vigorously for enterprise customers.· And by

·3· ·combining and expanding the reach of CenturyLink with

·4· ·Level 3, it will enable the company to offer one-stop

·5· ·shopping to more customers seeking multiside agreements,

·6· ·thus making the company a stronger competitor in the

·7· ·larger scale enterprise market.

·8· · · · · · We think that the transaction will provide the

·9· ·post-merger entity with the additional financial

10· ·strength, scale, and scope of its economies as well as

11· ·geographic coverage to better compete with the providers

12· ·offering state-of-the-art and innovative services to

13· ·large businesses and government customers throughout the

14· ·country.

15· · · · · · Furthermore, we think that the transaction will

16· ·enable the combined company to offer a broader range of

17· ·services and solutions to meet the demands of enterprise

18· ·customers for more bandwidth, enhanced security, greater

19· ·convenience, and better customer service in an

20· ·ever-evolving and increasingly complex operating

21· ·environment.

22· · · · · · For instance, the combination of CenturyLink's

23· ·extensive manage services portfolio with Level 3's

24· ·content delivery network and internet protocol-based

25· ·virtual private network capabilities all delivered over
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·1· ·an extensive global network will be a boon to enterprise

·2· ·and wholesale customers.

·3· · · · · · We also believe that the transaction will

·4· ·greatly enhance the applicant's network security and

·5· ·advance threat intelligence services, which will serve to

·6· ·provide greater security for customers' data and systems.

·7· · · · · · Enterprise and wholesale customers are

·8· ·increasingly the targets of cyber attacks, and the

·9· ·overall business and technological risks of operating in

10· ·today's highly connected environment are substantial.

11· · · ·Q.· ·Thank you, Ms. Ince.

12· · · · · · MR. EVANS:· Level 3 would move for admission of

13· ·Supplemental Exhibits 1 through 6.

14· · · · · · ALJ JONSSON:· Any objection?

15· · · · · · MR. SOMERS:· No objection.

16· · · · · · MR. JETTER:· No objection.

17· · · · · · ALJ JONSSON:· Thank you.

18· · · · · · MR. EVANS:· That concludes my direct of

19· ·Ms. Ince.· She is available for cross.

20· · · · · · ALJ JONSSON:· Mr. Somers, anything for this

21· ·witness?

22· · · · · · MR. SOMERS:· We have no questions.

23· · · · · · ALJ JONSSON:· Mr. Jetter?

24· · · · · · MR. JETTER:· I have no questions.

25· · · · · · ALJ JONSSON:· Thank you.
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·1· · · · · · All right.· Mr. Jetter, go ahead.

·2· · · · · · MR. JETTER:· Thank you.· The division would

·3· ·like to call and have sworn in Mr. William Duncan.

·4· · · · · · · · · · · · WILLIAM DUNCAN,

·5· · ·having been first duly sworn to tell the truth, was

·6· · · · · · · examined and testified as follows:

·7· · · · · · · · · · · · · EXAMINATION

·8· ·BY MR. JETTER:

·9· · · ·Q.· ·Good morning, Mr. Duncan.· Would you please

10· ·state your name and occupation for the record.

11· · · ·A.· ·Yes.· My name is William Duncan and I am the

12· ·manager of the telecommunications section of the Utah

13· ·Division of Public Utilities.

14· · · ·Q.· ·Thank you.· And in accordance to your

15· ·employment, have you had the opportunity to review the

16· ·joint application in the four dockets that we're here for

17· ·today?

18· · · ·A.· ·Yes, I have.

19· · · ·Q.· ·And have you also had the opportunity to review

20· ·the exhibits that were attached to the December 16th

21· ·filing as well as Supplemental Exhibits 1 through 4 filed

22· ·February 3, 2017, and Supplemental Exhibits 5 and 6 filed

23· ·on February 8, 2017?

24· · · ·A.· ·Yes, I have.

25· · · ·Q.· ·And there's a memorandum that was filed by the
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·1· ·division, January 18, 2017.· Was that created --

·2· · · · · · (Inaudible voice.)

·3· · · · · · ALJ JONSSON:· Did someone on the phone -- is

·4· ·there someone on the phone who wants to say something?

·5· ·Those of you who are on the phone, would you mute your

·6· ·phones unless you're actually putting something on the

·7· ·record?

·8· · · · · · UNKNOWN CALLER:· Yes.· I'm sorry.· I got cut

·9· ·off and so I was trying to find the number of the --

10· ·(inaudible) -- I've interrupted -- (inaudible) -- I

11· ·withdraw.· I'm sorry.

12· · · · · · ALJ JONSSON:· It's all right.· Thank you.

13· · · · · · MR. JETTER:· I'll just restart that question if

14· ·that's okay.

15· · · ·Q.· ·(By Mr. Jetter)· So, Mr. Duncan, there was a

16· ·memorandum filed by the division in this docket on

17· ·January 18, 2017.· Was that created under your direction

18· ·by the division?

19· · · ·A.· ·Yes, it was.

20· · · ·Q.· ·And are you familiar with the memorandum and

21· ·the recommendations that are contained in it?

22· · · ·A.· ·Yes, I am.

23· · · ·Q.· ·Do you have any corrections or changes you'd

24· ·like to make to those?

25· · · ·A.· ·No.
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·1· · · ·Q.· ·And is the recommendation contained in the

·2· ·January 18th memorandum of approval of this application

·3· ·remain the recommendation of the division?

·4· · · ·A.· ·Yes.

·5· · · ·Q.· ·Were you in the hearing room earlier when there

·6· ·was discussed two different potential oppositions or

·7· ·challenges to applications or the process or procedure

·8· ·used in the filings in Pennsylvania and California?

·9· · · ·A.· ·Yes.

10· · · ·Q.· ·Is there any reason that you would change your

11· ·recommendation based on those?

12· · · ·A.· ·No.

13· · · ·Q.· ·And are you familiar with or at least aware of

14· ·a shareholder lawsuit in Colorado?

15· · · ·A.· ·Yes.

16· · · ·Q.· ·And does that change your recommendation of

17· ·approval?

18· · · ·A.· ·No.

19· · · ·Q.· ·And finally, do you believe based on the

20· ·information that you've had available to you and the

21· ·information that has been updated through the

22· ·supplemental filings in this docket, that approval of

23· ·this application is just and reasonable and in the public

24· ·interest?

25· · · ·A.· ·Yes.
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·1· · · ·Q.· ·Thank you.

·2· · · · · · MR. JETTER:· I'd like to move to introduce the

·3· ·division's memorandum into the docket as -- I don't know

·4· ·if you want to call that DPU Exhibit 1?

·5· · · · · · ALJ JONSSON:· I'd like that very much.· Let's

·6· ·make it DPU Exhibit 1.

·7· · · · · · Any objection?

·8· · · · · · MR. SOMER:· No objection from CenturyLink.

·9· · · · · · MR. EVANS:· None from Level 3.

10· · · · · · MR. JETTER:· I have no further questions for

11· ·Mr. Duncan.· He's available for cross.

12· · · · · · ALJ JONSSON:· Mr. Somers?

13· · · · · · MR. SOMERS:· CenturyLink has no questions for

14· ·Mr. Duncan.

15· · · · · · ALJ JONSSON:· Mr. Evans?

16· · · · · · MR. EVANS:· Nor does Level 3.· Thank you.

17· · · · · · ALJ JONSSON:· Well, then I believe I have what

18· ·I need.· I just want to double check that I have the

19· ·titles of our witnesses correct.· Mr. Ferkin, I wrote

20· ·down director of operations for CenturyLink, but I think

21· ·there was more to it than that.

22· · · · · · MR. FERKIN:· Yeah.· Actually, vice president of

23· ·operations for Utah, Nevada, and California.

24· · · · · · ALJ JONSSON:· Utah, Nevada --

25· · · · · · MR. FERKIN:· And California, yes, ma'am.
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·1· · · · · · ALJ JONSSON:· Okay.· And Ms. Ince, I wrote down

·2· ·vice president of state and regulatory affairs, but I

·3· ·also think I missed a piece of that.

·4· · · · · · MS. INCE:· Yes.· It's vice president, state,

·5· ·regulatory and legislative affairs.

·6· · · · · · ALJ JONSSON:· Okay.· All right.· Now I think I

·7· ·have everything that I need.· So I'll thank the parties

·8· ·and we will close this hearing.· Thank you.

·9· · · · · · (The proceedings concluded at 9:26 a.m.)
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·1· · · · · · · · · · ·C E R T I F I C A T E

·2· ·State of Utah· · · · ·)
· · · · · · · · · · · ·ss.
·3· ·County of Wasatch· · ·)

·4· · · · · ·I, Brandy Harris, a Registered Professional

·5· ·Reporter and Notary Public in and for the State of Utah,

·6· ·do hereby certify:

·7· · · · · ·That the foregoing proceedings were taken before

·8· ·me at the time and place set forth in the caption hereof;

·9· ·that the witnesses were placed under oath to tell the

10· ·truth, the whole truth, and nothing but the truth; that

11· ·the proceedings were taken down by me in shorthand and

12· ·thereafter my notes were transcribed through

13· ·computer-aided transcription; and the foregoing

14· ·transcript constitutes a full, true, and accurate record

15· ·of such testimony adduced and oral proceedings had, and

16· ·of the whole thereof.

17· · · · · ·WITNESS MY HAND at Heber City, Utah, this 20th

18· ·day of February, 2017.

19

20· · · · · · · · · · · · · ________________________________

21· · · · · · · · · · · · · Brandy Harris, RPR
· · · · · · · · · · · · · · Utah License No. 5262004-7801
22· · · · · · · · · · · · · State of Utah Notary Public
· · · · · · · · · · · · · · Commission Expires:
23· · · · · · · · · · · · · September 24, 2017
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 1                     P R O C E E D I N G S
 2                            --o0o--
 3            ALJ JONSSON:  For the record, today is
 4   Thursday, February 9, 2017.  It is 9:00 in the morning.
 5   This is the date and time set for the hearing in the
 6   matter of the joint application of Level 3
 7   Communications, Inc., and CenturyLink, Inc., et al.  This
 8   is transfer of control docket -- we actually have four
 9   docket numbers to represent the various companies.  They
10   are 16-2266-01, 16-2246-01, 16-2271-01, and 16-2351-02.
11            Let's get appearances on the record for our
12   applicants.
13            MR. SOMERS:  Good morning, Hearing Officer.
14   Torry Somers with CenturyLink.  And with me today who
15   will be testifying on behalf of CenturyLink is Jeremy
16   Ferkin.
17            ALJ JONSSON:  Thank you.
18            MR. EVANS:  I'm William Evans at Parsons Behle
19   & Latimer for joint applicants Level 3 Communications,
20   Inc., and the Utah operating companies, and our witness
21   is on the telephone this morning, Kristie Ince.
22            ALJ JONSSON:  And for the division?
23            MR. JETTER:  And I'm Justin Jetter with the
24   Utah Attorney General's Office representing the Utah
25   Division of Public Utilities today.  And with me at
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 1   counsel table is William Duncan with the Utah Division of
 2   Public Utilities.
 3            ALJ JONSSON:  Thank you.
 4            Mr. Somers, are you going to take the lead?  Is
 5   that the plan?
 6            MR. SOMERS:  Yes, I will.  Thank you very much.
 7            ALJ JONSSON:  All right.  Go right ahead.
 8            MR. SOMERS:  We are here today on CenturyLink
 9   and Level 3's joint application for indirect transfer of
10   control.  On January 18, 2017, the Division of Public
11   Utilities submitted its recommendation supporting
12   approval of the transaction.  Further, the division
13   agrees that this transaction and the documents filed
14   satisfies the requirements of the informal adjudication
15   process set forth in Utah Administrative Code R746-349-7.
16            Under this rule, since there was no objection
17   to the application, the commission can presume that the
18   approval of the transaction is in the public interest and
19   use the information contained in the application and the
20   accompanying documents as evidence to support approval of
21   the transaction.
22            Further, CenturyLink and Level 3 are still
23   prepared today to present testimony to further support
24   approval of the application.
25            Hearing Officer, I would move to admit the
0006
 1   application and accompanying exhibits as an exhibit.
 2            ALJ JONSSON:  Any objection?
 3            MR. JETTER:  No objection, Your Honor.  Thank
 4   you.
 5            ALJ JONSSON:  We'll admit those.
 6            MR. SOMERS:  Do you need a copy of that
 7   application?
 8            ALJ JONSSON:  I don't.
 9            MR. SOMERS:  I would like to call Jeremy Ferkin
10   as CenturyLink's witness.  Would you like Mr. Ferkin to
11   approach the witness stand or stay seated here?
12            ALJ JONSSON:  He can stay right there.
13                            --o0o--
14                        JEREMY FERKIN,
15     having been first duly sworn to tell the truth, was
16              examined and testified as follows:
17            ALJ JONSSON:  Go ahead.
18            MR. FERKIN:  My name is Jeremy Ferkin.  I'm
19   vice president of operations for CenturyLink.
20            On October 31, 2016, Level 3 Communications,
21   Inc., and CenturyLink, Inc. entered into an agreement and
22   plan of merger that will result in Level 3 becoming a
23   wholly-owned subsidiary of CenturyLink.  Since this is a
24   parent-level transaction only, with no change in the
25   regulated entities that operate in Utah, and no change in
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 1   control in the parent-level for the CenturyLink
 2   subsidiaries, the Public Service Commission retains
 3   exactly the same regulatory authority over all Level 3
 4   operating entities certificated by the commission and the
 5   CenturyLink operating entities certificated by the
 6   commission that the commission possesses immediately
 7   prior to the transaction.  Upon closing of the
 8   transaction, CenturyLink shareholders will own
 9   approximately 51 percent, and Level 3 shareholders will
10   own approximately 49 percent of the combined company.  In
11   addition, the transaction will be seamless to customers
12   as the Level 3 operating entities and the CenturyLink
13   subsidiaries will continue to provide services subject to
14   the same rules, regulations, price lists, and applicable
15   tariffs, if any, as they do now to retail and wholesale
16   customers.
17            The transaction will benefit both customers and
18   competition in the enterprise market.  Approval of the
19   proposed transaction will enable CenturyLink and Level 3
20   to combine their complementary networks to offer
21   customers and enterprise services a broader range of
22   on-net services and solutions than they currently can
23   obtain from the companies individually.  It will reduce
24   both companies' dependence on leased fiber facilities,
25   and by enhancing the combined company's reach and
0008
 1   financial profile, strengthen its ability to invest and
 2   compete for the long-term.  The transaction will promote
 3   competition in the enterprise market, will improve the
 4   companies' financial profile, will not adversely harm
 5   existing residential customers, and will not alter
 6   existing contracts or regulatory commitments.
 7            The transaction will allow the combined company
 8   to more effectively compete for enterprise customers.
 9   The needs of an interconnected world create increasing
10   demand for fiber broadband capacity.  The proposed
11   transaction will expand CenturyLink's fiber network to
12   better serve its existing customers and will reduce the
13   combined company's dependence on leased fiber facilities.
14   The transaction will bolster the company's combined
15   company's ability to compete for multi-location
16   enterprise customers and will enhance its expanded reach
17   to serve a higher proportion of locations using its own
18   end user connections.  By combining resources, therefore,
19   the companies will be better able to provide existing and
20   future enterprise customers with robust, end-to-end
21   solutions for greater bandwidth, enhanced security,
22   greater convenience, and better customer service.
23            The transaction will also not result in any
24   countervailing competitive harms.  By bolstering the
25   companies' ability to compete in markets with that will
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 1   remain competitive.  The transaction will only enhance
 2   the quality of competition in these markets.  Existing
 3   and future enterprise customers in Utah thereby benefit.
 4            The proposed transaction will have no adverse
 5   effects -- no adverse impact on competition in the
 6   residential market.  Level 3 does not serve residential
 7   customers or subscribers.  While CenturyLink remains
 8   committed to its residential customers in Utah, this
 9   transaction is about enterprise market.
10            The transaction will not affect CenturyLink's
11   regulatory obligations towards residential subscribers or
12   any pending commitments or obligations of CenturyLink in
13   Utah relative to those customers.  The transaction's
14   focus is on enhancing the ability of the combined company
15   to compete vigorously in the provision of enterprise
16   services, which results in a stronger company overall.
17                         EXAMINATION
18   BY MR. SOMERS:
19       Q.   Mr. Ferkin, what you just read into the record
20   is a summary that you have in front of you; is that
21   correct?
22       A.   Correct.
23       Q.   And clearly it's important, the statements and
24   the summary that you just put into the record?
25       A.   Correct.
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 1            MR. SOMERS:  Hearing Officer, I would move to
 2   admit the summary that Mr. Ferkin just read as an
 3   exhibit.
 4            ALJ JONSSON:  Is there any objection?
 5            MR. JETTER:  No objection.
 6            ALJ JONSSON:  Do you have copies of that?
 7            MR. SOMERS:  I do.  How many copies would you
 8   like?
 9            ALJ JONSSON:  Well, I just need one.  And then
10   if you would give one to Mr. Jetter.
11            MR. SOMERS:  May I approach?
12            ALJ JONSSON:  Yes.  Thank you.
13            Let's mark this as Hearing Exhibit A.
14       Q.   (By Mr. Somers)  So, Mr. Ferkin, based on your
15   summary, you believe the transaction is in the public
16   interest?
17       A.   I'm not a lawyer, but I do believe that's true.
18       Q.   You also stated in your summary that the
19   transaction will not result in any countervailing harm;
20   is that correct?
21       A.   That is correct.
22            MR. SOMERS:  Your Officer, I have no further
23   questions for Mr. Ferkin at this time.
24            ALJ JONSSON:  Mr. Evans, is there anything that
25   you want to ask Mr. Ferkin?
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 1            MR. EVANS:  No.  Thank you.
 2            ALJ JONSSON:  And I think I should have asked
 3   you as well if you had any objection to the summary.
 4            MR. EVANS:  No objection.  Thank you.
 5            ALJ JONSSON:  Thank you.
 6            Mr. Jetter, any questions?
 7            MR. JETTER:  I have no questions.
 8            ALJ JONSSON:  Thank you.
 9            Any other witnesses, Mr. Somers?
10            MR. SOMERS:  No other witnesses for
11   CenturyLink.
12            ALJ JONSSON:  Mr. Evans, go ahead.
13            MR. EVANS:  Thank you.  We are mindful of the
14   requirements of the commission's rule, and for our part
15   of the proceeding we would like to call Kristie Ince to
16   update the commission on filings in other states of the
17   FCC and ensure that we have, in fact, complied with the
18   rules.  So we call Kristie Ince.
19                            --o0o--
20                         KRISTIE INCE,
21     having been first duly sworn to tell the truth, was
22              examined and testified as follows:
23            ALJ JONSSON:  And can you hear Mr. Evans?
24            THE WITNESS:  I can hear him, but if there's a
25   way to make it a bit louder, I would appreciate it.
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 1   Possibly if he moves a little closer to the microphone.
 2            ALJ JONSSON:  He's going to try that but if
 3   you're still having troubles, just interrupt and let us
 4   know and we can bring him right up here to speak into the
 5   phone.  Okay?
 6            THE WITNESS:  Okay.  Thank you.
 7            ALJ JONSSON:  All right.  Go ahead, Mr. Evans.
 8                          EXAMINATION
 9   BY MR. EVANS:
10       Q.   Thank you.  I'll try to speak a little louder.
11            Good morning, Ms. Ince.
12       A.   That's better.
13       Q.   Is that better?
14       A.   Good morning.
15       Q.   For the record, would you state your name, your
16   business address, and your position at Level 3.
17       A.   Yes.  My name is Kristie Ince.  I'm the vice
18   president for state and regulatory legislative affairs at
19   Level 3 Communications, Incorporated.  My business
20   address is 6801 Gaylord Parkway, Suite 300, Briscoe,
21   Texas 75034.
22       Q.   Would you summarize your experience in the
23   telecommunications industry?
24       A.   Yes.  I have a bachelor's degree from the
25   University of Texas at Austin.  My educational background
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 1   is in philosophy, German language, and literature.
 2   Professionally, I began working at the Texas Legislature
 3   where I spent seven years as a legislature director.  And
 4   in 2000 I went to work for the telecom industry where
 5   I've been for over 16 years.  At first I worked for Time
 6   Warner, slash, TW Telecom.  And then after TW Telecom was
 7   acquired by Level 3, for Level 3.
 8            During that time I've represented these
 9   companies in government affairs, regulatory affairs, and
10   public policy, and various state proceedings.  And I also
11   hold a management position at Level 3.
12       Q.   Have you reviewed the joint application filed
13   by Level 3 and CenturyLink?
14       A.   Yes.
15       Q.   And are you the person that signed the
16   verification to the application?
17       A.   No.  That was Pamela Hollick, the associate
18   general counsel for Level 3.
19       Q.   Do you have personal knowledge of the matters
20   set out in the application?
21       A.   I do.
22       Q.   So for the purposes of your testimony today, do
23   you adopt those statements as your own?
24       A.   Yes.
25       Q.   Are there any changes or corrections that ought
0014
 1   to be made to the joint application?
 2       A.   No corrections or changes.
 3       Q.   Is Level 3 asking the commission to approve
 4   this transaction pursuant to the informal procedures
 5   described in the commission's rule?
 6       A.   Yes, we are.
 7       Q.   Is Level 3 or any of its Utah operating
 8   companies serving as an incumbent local exchange carrier
 9   anywhere in Utah?
10       A.   No, we are not.
11       Q.   Are Level 3 and CenturyLink required to file
12   for Section 214 authority with the Federal Communications
13   Commission?
14       A.   Yes, we are.  Level 3 and CenturyLink filed a
15   consolidated application with the FCC to transfer the
16   domestic/international section 214 authorizations and to
17   approve the transfer of control of Level 3 operating
18   companies to CenturyLink.  That application was filed on
19   December 12, 2016.
20       Q.   And has that FCC application been submitted in
21   the Utah docket?
22       A.   Yes.  A copy of that FCC application was filed
23   with Exhibit B to our Utah application.
24       Q.   Have there been any updates to the FCC
25   application since the initial filing?
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 1       A.   Yes.  On December 19th, CenturyLink and Level 3
 2   filed a supplemental information -- filed supplemental
 3   information with the FCC in response to questions that we
 4   received from FCC staff.
 5       Q.   And is that supplemental filing the document
 6   that has been submitted in the Utah proceeding as
 7   Supplemental Exhibit 1?
 8       A.   Yes, that's correct.
 9       Q.   Has the FCC issued a public notice in response
10   to the application?
11       A.   They have.  The FCC issued a public notice on
12   December 1 -- 21st, rather, 2016.  That notice
13   established a pleading cycle for comments from interested
14   parties.  Those were due January 23, 2017.  And reply
15   comments were due yesterday, February 7, 2017.
16       Q.   And has the FCC's public notice been submitted
17   in the Utah proceeding?
18       A.   Yes.  And I'm sorry, it was the day before
19   yesterday.  Yes.  It was filed in this docket as
20   Supplemental Exhibit 2.
21       Q.   Have there been any comments filed on the FCC
22   application?
23       A.   Yes.  We received two sets of comments.  One
24   was from Encompass, a trade association that represents
25   communications and technology companies, and one from the
0016
 1   National Congress of American Indians, as an organization
 2   interested in access to affordable broadband service on
 3   tribal land.
 4       Q.   Has either commenter opposed the transaction or
 5   in any way requested that the FCC deny the application?
 6       A.   No.  However, they did ask the FCC to consider
 7   the effect of the transaction on competition, and on the
 8   accessibility and cost of broadband services in tribal
 9   areas.
10       Q.   Have the applicants replied to those comments?
11       A.   We filed comments on February 7, 2017.
12       Q.   Were there other comments filed in the FCC
13   proceeding?
14       A.   Yes.  There were several sets of reply comments
15   that were filed on February 7th.  We are reviewing those
16   and will respond appropriately.  If the commission
17   requests, we will submit those reply comments in our post
18   hearing briefs.
19       Q.   Have the applicants filed a Hart-Scott-Rodino
20   Notification with the Federal Trade Commission of this
21   application?
22       A.   Yes.  The application's originally filed for
23   notification on December 12, 2016.  And after discussion
24   with the DOJ, the notification was refiled on
25   January 11, 2017.  This is a common procedure to allow
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 1   the DOJ additional time to review the transaction before
 2   an ownership.
 3       Q.   Do you have an idea of when the applicants
 4   might have the necessary approvals from the FCC and the
 5   DOJ to go forward with this transaction?
 6       A.   It's hard to say exactly.  But we're hoping to
 7   have all of them sometime in the second quarter of 2017.
 8       Q.   Do any state commissions other than Utah
 9   require Level 3 and CenturyLink to obtain approval before
10   closing this transaction?
11       A.   Yes.  We have 18 states that require approval,
12   and I believe that we list the states on page 10 of our
13   application with Utah.
14       Q.   And have applications been filed in all 18
15   states that require approval?
16       A.   Yes, they have.
17       Q.   And I see that the Maryland application has
18   been submitted to the Utah Commission as Supplemental
19   Exhibit 3 in this docket; is that right?
20       A.   That's correct.
21       Q.   Are the applications that have been filed with
22   these other states substantially similar to the Utah and
23   Maryland applications?
24       A.   Yes, they are.
25       Q.   Have any of the states in which approval is
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 1   required approved the transaction as of today?
 2       A.   The Delaware staff, Nevada staff, and Ohio
 3   staff have recommended that no action be taken, which in
 4   those states have the effect of approval.  No other
 5   states have yet completed their review.
 6       Q.   Do you have before you Supplemental Exhibit 4?
 7       A.   Yes.
 8       Q.   Can you tell us what that is, please?
 9       A.   That is the memorandum from the Delaware staff
10   recommending that no action be taken.
11       Q.   And can you identify Supplemental Exhibit 5 for
12   us?
13       A.   Yes.  Supplemental Exhibit 5 is the report from
14   the Nevada staff stating that neither staff nor the
15   consumer advocate are requesting further action.
16       Q.   And what is Supplemental Exhibit 6?
17       A.   That is the review and the recommendation of
18   the Ohio staff that I mentioned that the application be
19   automatically approved with no further action.
20       Q.   In those states that have not yet approved the
21   transaction, have you received or are you aware of any
22   opposition or protest to the transaction?
23       A.   Yes.  We have received one protest filed with
24   the Pennsylvania Commission by Poor (phonetic)
25   Communications, and one joint protest filed with the
0019
 1   California Commission by the office of Great PAIR
 2   Advocates and the Utility Reform Network and the
 3   Greenlining Institute.
 4       Q.   What was the Pennsylvania protest about?
 5       A.   Generally, the protester is alleging that the
 6   transaction will increase competitor's costs for certain
 7   types of services in Pennsylvania.  CenturyLink and
 8   Level 3 filed an answer on February 3rd denying that
 9   claim as well as asserting that the Pennsylvania market
10   is competitive and that the protesters' allegations are
11   not relevant to the merger review under the applicable
12   Pennsylvania legal standard.
13       Q.   And can you tell us about the California
14   protest?  What is that one about?
15       A.   Yes.  The joint protesters in California are
16   alleging that the applicants should not be able to use
17   the California advice letter filing procedure to obtain
18   approval for the transaction.  They've asked the
19   commission to require the parties to use a formal
20   application process instead.  They've also asked the
21   commission to require additional details from the
22   parties, such as the effect of the transaction on
23   competition, service quality, and reliability, as well as
24   further deployment of advance communications services and
25   public safety.
0020
 1            CenturyLink and Level 3 are preparing a
 2   response to this protest in effect denying that the
 3   advice letter process can't be used.  And that response,
 4   we expect, will be filed by February 13th.
 5       Q.   Have you heard of or are you aware of any other
 6   protest or opposition to the transaction?
 7       A.   There has been an action filed in federal court
 8   in Colorado alleging certain FCC violations in connection
 9   with the transaction.  This is not fully unexpected in
10   this type of merger, and the companies are responding and
11   do not believe it will impact our review of our
12   application with the Colorado Public Service Commission
13   or ultimately the ability for the companies to close the
14   transaction.
15       Q.   Any other protests or oppositions of which you
16   are aware?
17       A.   No.
18       Q.   Have you heard of or are you aware of any
19   protests or opposition to the Utah application?
20       A.   No.
21       Q.   Have Level 3 and CenturyLink filed
22   notifications in all states that require only a notice of
23   filing?
24       A.   Yes, we have.
25       Q.   And do you have a date on which CenturyLink and
0021
 1   Level 3 would like to close this transaction?
 2       A.   We'd like to be able to close as soon as
 3   possible after all the states and the FCC and federal
 4   agencies have approved the transaction.  Based on our
 5   current anticipated approval time frame, we expect this
 6   to happen sometime in the third quarter of 2017.
 7       Q.   Can you describe who the Level 3 entities are
 8   that are operated in the state of Utah that are affected
 9   by this transaction?
10       A.   Sure.  The Level 3 operating companies
11   operating in Utah are identified in the application.
12   They are all non-dominant carriers that are authorized to
13   provide resold and facility-safe telecommunication
14   services pursuant to our certificates of convenience and
15   necessity that were issued by the Utah Commission for on
16   a D-regulated (phonetic) basis.
17            Each of those entities is a direct subsidiary
18   of either Level 3 Communications, LLC, or Level 3
19   Telecom, LLC, which are subsidiaries then of Level 3
20   Communications, Inc.  And that's illustrated on the
21   organizational charts that were attached as Exhibit A to
22   the application.
23            The transaction involved apparent level
24   transfer of control of the Level 3 parent-only.  As a
25   result of the transaction, the Level 3 op codes will
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 1   become indirect fully owned subsidiaries of CenturyLink.
 2            The Level 3 op codes, though, will continue to
 3   operate as they do today and will remain subject to the
 4   same regulatory obligations.  The Level 3 op codes will
 5   continue to offer services subject to the same rules,
 6   regulations, and applicable tariffs or price lists as
 7   they do now.  The contracts in place today setting forth
 8   the rates, terms, and conditions for service of
 9   enterprise and wholesale customers will not change due to
10   the transaction.  And because the transactions result in
11   no direct change to the Level 3 op codes operations, it's
12   transparent to our customers.
13            As mentioned, Level 3 does not serve
14   residential subscribers or consumers, and nothing about
15   the transaction is expected to have a negative effect on
16   residential and small business markets.
17       Q.   Thank you.  Can you offer a summary of why you
18   believe this transaction is in the public interest?
19       A.   Sure.  We believe the transaction will enhance
20   the quality of competition in the enterprise and
21   wholesale markets by bolstering the combined companies'
22   ability to compete with larger, better capitalized
23   enterprise and wholesale service providers.  Enterprise
24   and wholesale customers will thereby benefit by the
25   transaction.  The transaction's principle and exclusive
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 1   focus is on enhancing the ability of the combined company
 2   to compete vigorously for enterprise customers.  And by
 3   combining and expanding the reach of CenturyLink with
 4   Level 3, it will enable the company to offer one-stop
 5   shopping to more customers seeking multiside agreements,
 6   thus making the company a stronger competitor in the
 7   larger scale enterprise market.
 8            We think that the transaction will provide the
 9   post-merger entity with the additional financial
10   strength, scale, and scope of its economies as well as
11   geographic coverage to better compete with the providers
12   offering state-of-the-art and innovative services to
13   large businesses and government customers throughout the
14   country.
15            Furthermore, we think that the transaction will
16   enable the combined company to offer a broader range of
17   services and solutions to meet the demands of enterprise
18   customers for more bandwidth, enhanced security, greater
19   convenience, and better customer service in an
20   ever-evolving and increasingly complex operating
21   environment.
22            For instance, the combination of CenturyLink's
23   extensive manage services portfolio with Level 3's
24   content delivery network and internet protocol-based
25   virtual private network capabilities all delivered over
0024
 1   an extensive global network will be a boon to enterprise
 2   and wholesale customers.
 3            We also believe that the transaction will
 4   greatly enhance the applicant's network security and
 5   advance threat intelligence services, which will serve to
 6   provide greater security for customers' data and systems.
 7            Enterprise and wholesale customers are
 8   increasingly the targets of cyber attacks, and the
 9   overall business and technological risks of operating in
10   today's highly connected environment are substantial.
11       Q.   Thank you, Ms. Ince.
12            MR. EVANS:  Level 3 would move for admission of
13   Supplemental Exhibits 1 through 6.
14            ALJ JONSSON:  Any objection?
15            MR. SOMERS:  No objection.
16            MR. JETTER:  No objection.
17            ALJ JONSSON:  Thank you.
18            MR. EVANS:  That concludes my direct of
19   Ms. Ince.  She is available for cross.
20            ALJ JONSSON:  Mr. Somers, anything for this
21   witness?
22            MR. SOMERS:  We have no questions.
23            ALJ JONSSON:  Mr. Jetter?
24            MR. JETTER:  I have no questions.
25            ALJ JONSSON:  Thank you.
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 1            All right.  Mr. Jetter, go ahead.
 2            MR. JETTER:  Thank you.  The division would
 3   like to call and have sworn in Mr. William Duncan.
 4                        WILLIAM DUNCAN,
 5     having been first duly sworn to tell the truth, was
 6              examined and testified as follows:
 7                          EXAMINATION
 8   BY MR. JETTER:
 9       Q.   Good morning, Mr. Duncan.  Would you please
10   state your name and occupation for the record.
11       A.   Yes.  My name is William Duncan and I am the
12   manager of the telecommunications section of the Utah
13   Division of Public Utilities.
14       Q.   Thank you.  And in accordance to your
15   employment, have you had the opportunity to review the
16   joint application in the four dockets that we're here for
17   today?
18       A.   Yes, I have.
19       Q.   And have you also had the opportunity to review
20   the exhibits that were attached to the December 16th
21   filing as well as Supplemental Exhibits 1 through 4 filed
22   February 3, 2017, and Supplemental Exhibits 5 and 6 filed
23   on February 8, 2017?
24       A.   Yes, I have.
25       Q.   And there's a memorandum that was filed by the
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 1   division, January 18, 2017.  Was that created --
 2            (Inaudible voice.)
 3            ALJ JONSSON:  Did someone on the phone -- is
 4   there someone on the phone who wants to say something?
 5   Those of you who are on the phone, would you mute your
 6   phones unless you're actually putting something on the
 7   record?
 8            UNKNOWN CALLER:  Yes.  I'm sorry.  I got cut
 9   off and so I was trying to find the number of the --
10   (inaudible) -- I've interrupted -- (inaudible) -- I
11   withdraw.  I'm sorry.
12            ALJ JONSSON:  It's all right.  Thank you.
13            MR. JETTER:  I'll just restart that question if
14   that's okay.
15       Q.   (By Mr. Jetter)  So, Mr. Duncan, there was a
16   memorandum filed by the division in this docket on
17   January 18, 2017.  Was that created under your direction
18   by the division?
19       A.   Yes, it was.
20       Q.   And are you familiar with the memorandum and
21   the recommendations that are contained in it?
22       A.   Yes, I am.
23       Q.   Do you have any corrections or changes you'd
24   like to make to those?
25       A.   No.
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 1       Q.   And is the recommendation contained in the
 2   January 18th memorandum of approval of this application
 3   remain the recommendation of the division?
 4       A.   Yes.
 5       Q.   Were you in the hearing room earlier when there
 6   was discussed two different potential oppositions or
 7   challenges to applications or the process or procedure
 8   used in the filings in Pennsylvania and California?
 9       A.   Yes.
10       Q.   Is there any reason that you would change your
11   recommendation based on those?
12       A.   No.
13       Q.   And are you familiar with or at least aware of
14   a shareholder lawsuit in Colorado?
15       A.   Yes.
16       Q.   And does that change your recommendation of
17   approval?
18       A.   No.
19       Q.   And finally, do you believe based on the
20   information that you've had available to you and the
21   information that has been updated through the
22   supplemental filings in this docket, that approval of
23   this application is just and reasonable and in the public
24   interest?
25       A.   Yes.
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 1       Q.   Thank you.
 2            MR. JETTER:  I'd like to move to introduce the
 3   division's memorandum into the docket as -- I don't know
 4   if you want to call that DPU Exhibit 1?
 5            ALJ JONSSON:  I'd like that very much.  Let's
 6   make it DPU Exhibit 1.
 7            Any objection?
 8            MR. SOMER:  No objection from CenturyLink.
 9            MR. EVANS:  None from Level 3.
10            MR. JETTER:  I have no further questions for
11   Mr. Duncan.  He's available for cross.
12            ALJ JONSSON:  Mr. Somers?
13            MR. SOMERS:  CenturyLink has no questions for
14   Mr. Duncan.
15            ALJ JONSSON:  Mr. Evans?
16            MR. EVANS:  Nor does Level 3.  Thank you.
17            ALJ JONSSON:  Well, then I believe I have what
18   I need.  I just want to double check that I have the
19   titles of our witnesses correct.  Mr. Ferkin, I wrote
20   down director of operations for CenturyLink, but I think
21   there was more to it than that.
22            MR. FERKIN:  Yeah.  Actually, vice president of
23   operations for Utah, Nevada, and California.
24            ALJ JONSSON:  Utah, Nevada --
25            MR. FERKIN:  And California, yes, ma'am.
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 1            ALJ JONSSON:  Okay.  And Ms. Ince, I wrote down
 2   vice president of state and regulatory affairs, but I
 3   also think I missed a piece of that.
 4            MS. INCE:  Yes.  It's vice president, state,
 5   regulatory and legislative affairs.
 6            ALJ JONSSON:  Okay.  All right.  Now I think I
 7   have everything that I need.  So I'll thank the parties
 8   and we will close this hearing.  Thank you.
 9            (The proceedings concluded at 9:26 a.m.)
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 1                     C E R T I F I C A T E
 2   State of Utah         )
                       ss.
 3   County of Wasatch     )
 4           I, Brandy Harris, a Registered Professional
 5   Reporter and Notary Public in and for the State of Utah,
 6   do hereby certify:
 7           That the foregoing proceedings were taken before
 8   me at the time and place set forth in the caption hereof;
 9   that the witnesses were placed under oath to tell the
10   truth, the whole truth, and nothing but the truth; that
11   the proceedings were taken down by me in shorthand and
12   thereafter my notes were transcribed through
13   computer-aided transcription; and the foregoing
14   transcript constitutes a full, true, and accurate record
15   of such testimony adduced and oral proceedings had, and
16   of the whole thereof.
17           WITNESS MY HAND at Heber City, Utah, this 20th
18   day of February, 2017.
19
20                          ________________________________
21                          Brandy Harris, RPR
                            Utah License No. 5262004-7801
22                          State of Utah Notary Public
                            Commission Expires:
23                          September 24, 2017
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		165						LN		6		24		false		           24    parent-level transaction only, with no change in the				false

		166						LN		6		25		false		           25    regulated entities that operate in Utah, and no change in				false

		167						PG		7		0		false		page 7				false

		168						LN		7		1		false		            1    control in the parent-level for the CenturyLink				false

		169						LN		7		2		false		            2    subsidiaries, the Public Service Commission retains				false

		170						LN		7		3		false		            3    exactly the same regulatory authority over all Level 3				false

		171						LN		7		4		false		            4    operating entities certificated by the commission and the				false

		172						LN		7		5		false		            5    CenturyLink operating entities certificated by the				false

		173						LN		7		6		false		            6    commission that the commission possesses immediately				false

		174						LN		7		7		false		            7    prior to the transaction.  Upon closing of the				false

		175						LN		7		8		false		            8    transaction, CenturyLink shareholders will own				false

		176						LN		7		9		false		            9    approximately 51 percent, and Level 3 shareholders will				false

		177						LN		7		10		false		           10    own approximately 49 percent of the combined company.  In				false

		178						LN		7		11		false		           11    addition, the transaction will be seamless to customers				false

		179						LN		7		12		false		           12    as the Level 3 operating entities and the CenturyLink				false

		180						LN		7		13		false		           13    subsidiaries will continue to provide services subject to				false

		181						LN		7		14		false		           14    the same rules, regulations, price lists, and applicable				false

		182						LN		7		15		false		           15    tariffs, if any, as they do now to retail and wholesale				false

		183						LN		7		16		false		           16    customers.				false

		184						LN		7		17		false		           17             The transaction will benefit both customers and				false

		185						LN		7		18		false		           18    competition in the enterprise market.  Approval of the				false

		186						LN		7		19		false		           19    proposed transaction will enable CenturyLink and Level 3				false

		187						LN		7		20		false		           20    to combine their complementary networks to offer				false

		188						LN		7		21		false		           21    customers and enterprise services a broader range of				false

		189						LN		7		22		false		           22    on-net services and solutions than they currently can				false

		190						LN		7		23		false		           23    obtain from the companies individually.  It will reduce				false

		191						LN		7		24		false		           24    both companies' dependence on leased fiber facilities,				false

		192						LN		7		25		false		           25    and by enhancing the combined company's reach and				false

		193						PG		8		0		false		page 8				false

		194						LN		8		1		false		            1    financial profile, strengthen its ability to invest and				false

		195						LN		8		2		false		            2    compete for the long-term.  The transaction will promote				false

		196						LN		8		3		false		            3    competition in the enterprise market, will improve the				false

		197						LN		8		4		false		            4    companies' financial profile, will not adversely harm				false

		198						LN		8		5		false		            5    existing residential customers, and will not alter				false

		199						LN		8		6		false		            6    existing contracts or regulatory commitments.				false

		200						LN		8		7		false		            7             The transaction will allow the combined company				false

		201						LN		8		8		false		            8    to more effectively compete for enterprise customers.				false

		202						LN		8		9		false		            9    The needs of an interconnected world create increasing				false

		203						LN		8		10		false		           10    demand for fiber broadband capacity.  The proposed				false

		204						LN		8		11		false		           11    transaction will expand CenturyLink's fiber network to				false

		205						LN		8		12		false		           12    better serve its existing customers and will reduce the				false

		206						LN		8		13		false		           13    combined company's dependence on leased fiber facilities.				false

		207						LN		8		14		false		           14    The transaction will bolster the company's combined				false

		208						LN		8		15		false		           15    company's ability to compete for multi-location				false

		209						LN		8		16		false		           16    enterprise customers and will enhance its expanded reach				false

		210						LN		8		17		false		           17    to serve a higher proportion of locations using its own				false

		211						LN		8		18		false		           18    end user connections.  By combining resources, therefore,				false

		212						LN		8		19		false		           19    the companies will be better able to provide existing and				false

		213						LN		8		20		false		           20    future enterprise customers with robust, end-to-end				false

		214						LN		8		21		false		           21    solutions for greater bandwidth, enhanced security,				false

		215						LN		8		22		false		           22    greater convenience, and better customer service.				false

		216						LN		8		23		false		           23             The transaction will also not result in any				false

		217						LN		8		24		false		           24    countervailing competitive harms.  By bolstering the				false

		218						LN		8		25		false		           25    companies' ability to compete in markets with that will				false

		219						PG		9		0		false		page 9				false

		220						LN		9		1		false		            1    remain competitive.  The transaction will only enhance				false

		221						LN		9		2		false		            2    the quality of competition in these markets.  Existing				false

		222						LN		9		3		false		            3    and future enterprise customers in Utah thereby benefit.				false

		223						LN		9		4		false		            4             The proposed transaction will have no adverse				false

		224						LN		9		5		false		            5    effects -- no adverse impact on competition in the				false

		225						LN		9		6		false		            6    residential market.  Level 3 does not serve residential				false

		226						LN		9		7		false		            7    customers or subscribers.  While CenturyLink remains				false

		227						LN		9		8		false		            8    committed to its residential customers in Utah, this				false

		228						LN		9		9		false		            9    transaction is about enterprise market.				false

		229						LN		9		10		false		           10             The transaction will not affect CenturyLink's				false

		230						LN		9		11		false		           11    regulatory obligations towards residential subscribers or				false

		231						LN		9		12		false		           12    any pending commitments or obligations of CenturyLink in				false

		232						LN		9		13		false		           13    Utah relative to those customers.  The transaction's				false

		233						LN		9		14		false		           14    focus is on enhancing the ability of the combined company				false

		234						LN		9		15		false		           15    to compete vigorously in the provision of enterprise				false

		235						LN		9		16		false		           16    services, which results in a stronger company overall.				false

		236						LN		9		17		false		           17                          EXAMINATION				false

		237						LN		9		18		false		           18    BY MR. SOMERS:				false

		238						LN		9		19		false		           19        Q.   Mr. Ferkin, what you just read into the record				false

		239						LN		9		20		false		           20    is a summary that you have in front of you; is that				false

		240						LN		9		21		false		           21    correct?				false

		241						LN		9		22		false		           22        A.   Correct.				false

		242						LN		9		23		false		           23        Q.   And clearly it's important, the statements and				false

		243						LN		9		24		false		           24    the summary that you just put into the record?				false

		244						LN		9		25		false		           25        A.   Correct.				false

		245						PG		10		0		false		page 10				false

		246						LN		10		1		false		            1             MR. SOMERS:  Hearing Officer, I would move to				false

		247						LN		10		2		false		            2    admit the summary that Mr. Ferkin just read as an				false

		248						LN		10		3		false		            3    exhibit.				false

		249						LN		10		4		false		            4             ALJ JONSSON:  Is there any objection?				false

		250						LN		10		5		false		            5             MR. JETTER:  No objection.				false

		251						LN		10		6		false		            6             ALJ JONSSON:  Do you have copies of that?				false

		252						LN		10		7		false		            7             MR. SOMERS:  I do.  How many copies would you				false

		253						LN		10		8		false		            8    like?				false

		254						LN		10		9		false		            9             ALJ JONSSON:  Well, I just need one.  And then				false

		255						LN		10		10		false		           10    if you would give one to Mr. Jetter.				false

		256						LN		10		11		false		           11             MR. SOMERS:  May I approach?				false

		257						LN		10		12		false		           12             ALJ JONSSON:  Yes.  Thank you.				false

		258						LN		10		13		false		           13             Let's mark this as Hearing Exhibit A.				false

		259						LN		10		14		false		           14        Q.   (By Mr. Somers)  So, Mr. Ferkin, based on your				false

		260						LN		10		15		false		           15    summary, you believe the transaction is in the public				false

		261						LN		10		16		false		           16    interest?				false

		262						LN		10		17		false		           17        A.   I'm not a lawyer, but I do believe that's true.				false

		263						LN		10		18		false		           18        Q.   You also stated in your summary that the				false

		264						LN		10		19		false		           19    transaction will not result in any countervailing harm;				false

		265						LN		10		20		false		           20    is that correct?				false

		266						LN		10		21		false		           21        A.   That is correct.				false

		267						LN		10		22		false		           22             MR. SOMERS:  Your Officer, I have no further				false

		268						LN		10		23		false		           23    questions for Mr. Ferkin at this time.				false

		269						LN		10		24		false		           24             ALJ JONSSON:  Mr. Evans, is there anything that				false

		270						LN		10		25		false		           25    you want to ask Mr. Ferkin?				false

		271						PG		11		0		false		page 11				false

		272						LN		11		1		false		            1             MR. EVANS:  No.  Thank you.				false

		273						LN		11		2		false		            2             ALJ JONSSON:  And I think I should have asked				false

		274						LN		11		3		false		            3    you as well if you had any objection to the summary.				false

		275						LN		11		4		false		            4             MR. EVANS:  No objection.  Thank you.				false

		276						LN		11		5		false		            5             ALJ JONSSON:  Thank you.				false

		277						LN		11		6		false		            6             Mr. Jetter, any questions?				false

		278						LN		11		7		false		            7             MR. JETTER:  I have no questions.				false

		279						LN		11		8		false		            8             ALJ JONSSON:  Thank you.				false

		280						LN		11		9		false		            9             Any other witnesses, Mr. Somers?				false

		281						LN		11		10		false		           10             MR. SOMERS:  No other witnesses for				false

		282						LN		11		11		false		           11    CenturyLink.				false

		283						LN		11		12		false		           12             ALJ JONSSON:  Mr. Evans, go ahead.				false

		284						LN		11		13		false		           13             MR. EVANS:  Thank you.  We are mindful of the				false

		285						LN		11		14		false		           14    requirements of the commission's rule, and for our part				false

		286						LN		11		15		false		           15    of the proceeding we would like to call Kristie Ince to				false

		287						LN		11		16		false		           16    update the commission on filings in other states of the				false

		288						LN		11		17		false		           17    FCC and ensure that we have, in fact, complied with the				false

		289						LN		11		18		false		           18    rules.  So we call Kristie Ince.				false

		290						LN		11		19		false		           19                             --o0o--				false

		291						LN		11		20		false		           20                          KRISTIE INCE,				false

		292						LN		11		21		false		           21      having been first duly sworn to tell the truth, was				false

		293						LN		11		22		false		           22               examined and testified as follows:				false

		294						LN		11		23		false		           23             ALJ JONSSON:  And can you hear Mr. Evans?				false

		295						LN		11		24		false		           24             THE WITNESS:  I can hear him, but if there's a				false

		296						LN		11		25		false		           25    way to make it a bit louder, I would appreciate it.				false

		297						PG		12		0		false		page 12				false

		298						LN		12		1		false		            1    Possibly if he moves a little closer to the microphone.				false

		299						LN		12		2		false		            2             ALJ JONSSON:  He's going to try that but if				false

		300						LN		12		3		false		            3    you're still having troubles, just interrupt and let us				false

		301						LN		12		4		false		            4    know and we can bring him right up here to speak into the				false

		302						LN		12		5		false		            5    phone.  Okay?				false

		303						LN		12		6		false		            6             THE WITNESS:  Okay.  Thank you.				false

		304						LN		12		7		false		            7             ALJ JONSSON:  All right.  Go ahead, Mr. Evans.				false

		305						LN		12		8		false		            8                           EXAMINATION				false

		306						LN		12		9		false		            9    BY MR. EVANS:				false

		307						LN		12		10		false		           10        Q.   Thank you.  I'll try to speak a little louder.				false

		308						LN		12		11		false		           11             Good morning, Ms. Ince.				false

		309						LN		12		12		false		           12        A.   That's better.				false

		310						LN		12		13		false		           13        Q.   Is that better?				false

		311						LN		12		14		false		           14        A.   Good morning.				false

		312						LN		12		15		false		           15        Q.   For the record, would you state your name, your				false

		313						LN		12		16		false		           16    business address, and your position at Level 3.				false

		314						LN		12		17		false		           17        A.   Yes.  My name is Kristie Ince.  I'm the vice				false

		315						LN		12		18		false		           18    president for state and regulatory legislative affairs at				false

		316						LN		12		19		false		           19    Level 3 Communications, Incorporated.  My business				false

		317						LN		12		20		false		           20    address is 6801 Gaylord Parkway, Suite 300, Briscoe,				false

		318						LN		12		21		false		           21    Texas 75034.				false

		319						LN		12		22		false		           22        Q.   Would you summarize your experience in the				false

		320						LN		12		23		false		           23    telecommunications industry?				false

		321						LN		12		24		false		           24        A.   Yes.  I have a bachelor's degree from the				false

		322						LN		12		25		false		           25    University of Texas at Austin.  My educational background				false

		323						PG		13		0		false		page 13				false

		324						LN		13		1		false		            1    is in philosophy, German language, and literature.				false

		325						LN		13		2		false		            2    Professionally, I began working at the Texas Legislature				false

		326						LN		13		3		false		            3    where I spent seven years as a legislature director.  And				false

		327						LN		13		4		false		            4    in 2000 I went to work for the telecom industry where				false

		328						LN		13		5		false		            5    I've been for over 16 years.  At first I worked for Time				false

		329						LN		13		6		false		            6    Warner, slash, TW Telecom.  And then after TW Telecom was				false

		330						LN		13		7		false		            7    acquired by Level 3, for Level 3.				false

		331						LN		13		8		false		            8             During that time I've represented these				false

		332						LN		13		9		false		            9    companies in government affairs, regulatory affairs, and				false

		333						LN		13		10		false		           10    public policy, and various state proceedings.  And I also				false

		334						LN		13		11		false		           11    hold a management position at Level 3.				false

		335						LN		13		12		false		           12        Q.   Have you reviewed the joint application filed				false

		336						LN		13		13		false		           13    by Level 3 and CenturyLink?				false

		337						LN		13		14		false		           14        A.   Yes.				false

		338						LN		13		15		false		           15        Q.   And are you the person that signed the				false

		339						LN		13		16		false		           16    verification to the application?				false

		340						LN		13		17		false		           17        A.   No.  That was Pamela Hollick, the associate				false

		341						LN		13		18		false		           18    general counsel for Level 3.				false

		342						LN		13		19		false		           19        Q.   Do you have personal knowledge of the matters				false

		343						LN		13		20		false		           20    set out in the application?				false

		344						LN		13		21		false		           21        A.   I do.				false

		345						LN		13		22		false		           22        Q.   So for the purposes of your testimony today, do				false

		346						LN		13		23		false		           23    you adopt those statements as your own?				false

		347						LN		13		24		false		           24        A.   Yes.				false

		348						LN		13		25		false		           25        Q.   Are there any changes or corrections that ought				false

		349						PG		14		0		false		page 14				false

		350						LN		14		1		false		            1    to be made to the joint application?				false

		351						LN		14		2		false		            2        A.   No corrections or changes.				false

		352						LN		14		3		false		            3        Q.   Is Level 3 asking the commission to approve				false

		353						LN		14		4		false		            4    this transaction pursuant to the informal procedures				false

		354						LN		14		5		false		            5    described in the commission's rule?				false

		355						LN		14		6		false		            6        A.   Yes, we are.				false

		356						LN		14		7		false		            7        Q.   Is Level 3 or any of its Utah operating				false

		357						LN		14		8		false		            8    companies serving as an incumbent local exchange carrier				false

		358						LN		14		9		false		            9    anywhere in Utah?				false

		359						LN		14		10		false		           10        A.   No, we are not.				false

		360						LN		14		11		false		           11        Q.   Are Level 3 and CenturyLink required to file				false

		361						LN		14		12		false		           12    for Section 214 authority with the Federal Communications				false

		362						LN		14		13		false		           13    Commission?				false

		363						LN		14		14		false		           14        A.   Yes, we are.  Level 3 and CenturyLink filed a				false

		364						LN		14		15		false		           15    consolidated application with the FCC to transfer the				false

		365						LN		14		16		false		           16    domestic/international section 214 authorizations and to				false

		366						LN		14		17		false		           17    approve the transfer of control of Level 3 operating				false

		367						LN		14		18		false		           18    companies to CenturyLink.  That application was filed on				false

		368						LN		14		19		false		           19    December 12, 2016.				false

		369						LN		14		20		false		           20        Q.   And has that FCC application been submitted in				false

		370						LN		14		21		false		           21    the Utah docket?				false

		371						LN		14		22		false		           22        A.   Yes.  A copy of that FCC application was filed				false

		372						LN		14		23		false		           23    with Exhibit B to our Utah application.				false

		373						LN		14		24		false		           24        Q.   Have there been any updates to the FCC				false

		374						LN		14		25		false		           25    application since the initial filing?				false

		375						PG		15		0		false		page 15				false

		376						LN		15		1		false		            1        A.   Yes.  On December 19th, CenturyLink and Level 3				false

		377						LN		15		2		false		            2    filed a supplemental information -- filed supplemental				false

		378						LN		15		3		false		            3    information with the FCC in response to questions that we				false

		379						LN		15		4		false		            4    received from FCC staff.				false

		380						LN		15		5		false		            5        Q.   And is that supplemental filing the document				false

		381						LN		15		6		false		            6    that has been submitted in the Utah proceeding as				false

		382						LN		15		7		false		            7    Supplemental Exhibit 1?				false

		383						LN		15		8		false		            8        A.   Yes, that's correct.				false

		384						LN		15		9		false		            9        Q.   Has the FCC issued a public notice in response				false

		385						LN		15		10		false		           10    to the application?				false

		386						LN		15		11		false		           11        A.   They have.  The FCC issued a public notice on				false

		387						LN		15		12		false		           12    December 1 -- 21st, rather, 2016.  That notice				false

		388						LN		15		13		false		           13    established a pleading cycle for comments from interested				false

		389						LN		15		14		false		           14    parties.  Those were due January 23, 2017.  And reply				false

		390						LN		15		15		false		           15    comments were due yesterday, February 7, 2017.				false

		391						LN		15		16		false		           16        Q.   And has the FCC's public notice been submitted				false

		392						LN		15		17		false		           17    in the Utah proceeding?				false

		393						LN		15		18		false		           18        A.   Yes.  And I'm sorry, it was the day before				false

		394						LN		15		19		false		           19    yesterday.  Yes.  It was filed in this docket as				false

		395						LN		15		20		false		           20    Supplemental Exhibit 2.				false

		396						LN		15		21		false		           21        Q.   Have there been any comments filed on the FCC				false

		397						LN		15		22		false		           22    application?				false

		398						LN		15		23		false		           23        A.   Yes.  We received two sets of comments.  One				false

		399						LN		15		24		false		           24    was from Encompass, a trade association that represents				false

		400						LN		15		25		false		           25    communications and technology companies, and one from the				false

		401						PG		16		0		false		page 16				false

		402						LN		16		1		false		            1    National Congress of American Indians, as an organization				false

		403						LN		16		2		false		            2    interested in access to affordable broadband service on				false

		404						LN		16		3		false		            3    tribal land.				false

		405						LN		16		4		false		            4        Q.   Has either commenter opposed the transaction or				false

		406						LN		16		5		false		            5    in any way requested that the FCC deny the application?				false

		407						LN		16		6		false		            6        A.   No.  However, they did ask the FCC to consider				false

		408						LN		16		7		false		            7    the effect of the transaction on competition, and on the				false

		409						LN		16		8		false		            8    accessibility and cost of broadband services in tribal				false

		410						LN		16		9		false		            9    areas.				false

		411						LN		16		10		false		           10        Q.   Have the applicants replied to those comments?				false

		412						LN		16		11		false		           11        A.   We filed comments on February 7, 2017.				false

		413						LN		16		12		false		           12        Q.   Were there other comments filed in the FCC				false

		414						LN		16		13		false		           13    proceeding?				false

		415						LN		16		14		false		           14        A.   Yes.  There were several sets of reply comments				false

		416						LN		16		15		false		           15    that were filed on February 7th.  We are reviewing those				false

		417						LN		16		16		false		           16    and will respond appropriately.  If the commission				false

		418						LN		16		17		false		           17    requests, we will submit those reply comments in our post				false

		419						LN		16		18		false		           18    hearing briefs.				false

		420						LN		16		19		false		           19        Q.   Have the applicants filed a Hart-Scott-Rodino				false

		421						LN		16		20		false		           20    Notification with the Federal Trade Commission of this				false

		422						LN		16		21		false		           21    application?				false

		423						LN		16		22		false		           22        A.   Yes.  The application's originally filed for				false

		424						LN		16		23		false		           23    notification on December 12, 2016.  And after discussion				false

		425						LN		16		24		false		           24    with the DOJ, the notification was refiled on				false

		426						LN		16		25		false		           25    January 11, 2017.  This is a common procedure to allow				false

		427						PG		17		0		false		page 17				false

		428						LN		17		1		false		            1    the DOJ additional time to review the transaction before				false

		429						LN		17		2		false		            2    an ownership.				false

		430						LN		17		3		false		            3        Q.   Do you have an idea of when the applicants				false

		431						LN		17		4		false		            4    might have the necessary approvals from the FCC and the				false

		432						LN		17		5		false		            5    DOJ to go forward with this transaction?				false

		433						LN		17		6		false		            6        A.   It's hard to say exactly.  But we're hoping to				false

		434						LN		17		7		false		            7    have all of them sometime in the second quarter of 2017.				false

		435						LN		17		8		false		            8        Q.   Do any state commissions other than Utah				false

		436						LN		17		9		false		            9    require Level 3 and CenturyLink to obtain approval before				false

		437						LN		17		10		false		           10    closing this transaction?				false

		438						LN		17		11		false		           11        A.   Yes.  We have 18 states that require approval,				false

		439						LN		17		12		false		           12    and I believe that we list the states on page 10 of our				false

		440						LN		17		13		false		           13    application with Utah.				false

		441						LN		17		14		false		           14        Q.   And have applications been filed in all 18				false

		442						LN		17		15		false		           15    states that require approval?				false

		443						LN		17		16		false		           16        A.   Yes, they have.				false

		444						LN		17		17		false		           17        Q.   And I see that the Maryland application has				false

		445						LN		17		18		false		           18    been submitted to the Utah Commission as Supplemental				false

		446						LN		17		19		false		           19    Exhibit 3 in this docket; is that right?				false

		447						LN		17		20		false		           20        A.   That's correct.				false

		448						LN		17		21		false		           21        Q.   Are the applications that have been filed with				false

		449						LN		17		22		false		           22    these other states substantially similar to the Utah and				false

		450						LN		17		23		false		           23    Maryland applications?				false

		451						LN		17		24		false		           24        A.   Yes, they are.				false

		452						LN		17		25		false		           25        Q.   Have any of the states in which approval is				false

		453						PG		18		0		false		page 18				false

		454						LN		18		1		false		            1    required approved the transaction as of today?				false

		455						LN		18		2		false		            2        A.   The Delaware staff, Nevada staff, and Ohio				false

		456						LN		18		3		false		            3    staff have recommended that no action be taken, which in				false

		457						LN		18		4		false		            4    those states have the effect of approval.  No other				false

		458						LN		18		5		false		            5    states have yet completed their review.				false

		459						LN		18		6		false		            6        Q.   Do you have before you Supplemental Exhibit 4?				false

		460						LN		18		7		false		            7        A.   Yes.				false

		461						LN		18		8		false		            8        Q.   Can you tell us what that is, please?				false

		462						LN		18		9		false		            9        A.   That is the memorandum from the Delaware staff				false

		463						LN		18		10		false		           10    recommending that no action be taken.				false

		464						LN		18		11		false		           11        Q.   And can you identify Supplemental Exhibit 5 for				false

		465						LN		18		12		false		           12    us?				false

		466						LN		18		13		false		           13        A.   Yes.  Supplemental Exhibit 5 is the report from				false

		467						LN		18		14		false		           14    the Nevada staff stating that neither staff nor the				false

		468						LN		18		15		false		           15    consumer advocate are requesting further action.				false

		469						LN		18		16		false		           16        Q.   And what is Supplemental Exhibit 6?				false

		470						LN		18		17		false		           17        A.   That is the review and the recommendation of				false

		471						LN		18		18		false		           18    the Ohio staff that I mentioned that the application be				false

		472						LN		18		19		false		           19    automatically approved with no further action.				false

		473						LN		18		20		false		           20        Q.   In those states that have not yet approved the				false

		474						LN		18		21		false		           21    transaction, have you received or are you aware of any				false

		475						LN		18		22		false		           22    opposition or protest to the transaction?				false

		476						LN		18		23		false		           23        A.   Yes.  We have received one protest filed with				false

		477						LN		18		24		false		           24    the Pennsylvania Commission by Poor (phonetic)				false

		478						LN		18		25		false		           25    Communications, and one joint protest filed with the				false

		479						PG		19		0		false		page 19				false

		480						LN		19		1		false		            1    California Commission by the office of Great PAIR				false

		481						LN		19		2		false		            2    Advocates and the Utility Reform Network and the				false

		482						LN		19		3		false		            3    Greenlining Institute.				false

		483						LN		19		4		false		            4        Q.   What was the Pennsylvania protest about?				false

		484						LN		19		5		false		            5        A.   Generally, the protester is alleging that the				false

		485						LN		19		6		false		            6    transaction will increase competitor's costs for certain				false

		486						LN		19		7		false		            7    types of services in Pennsylvania.  CenturyLink and				false

		487						LN		19		8		false		            8    Level 3 filed an answer on February 3rd denying that				false

		488						LN		19		9		false		            9    claim as well as asserting that the Pennsylvania market				false

		489						LN		19		10		false		           10    is competitive and that the protesters' allegations are				false

		490						LN		19		11		false		           11    not relevant to the merger review under the applicable				false

		491						LN		19		12		false		           12    Pennsylvania legal standard.				false

		492						LN		19		13		false		           13        Q.   And can you tell us about the California				false

		493						LN		19		14		false		           14    protest?  What is that one about?				false

		494						LN		19		15		false		           15        A.   Yes.  The joint protesters in California are				false

		495						LN		19		16		false		           16    alleging that the applicants should not be able to use				false

		496						LN		19		17		false		           17    the California advice letter filing procedure to obtain				false

		497						LN		19		18		false		           18    approval for the transaction.  They've asked the				false

		498						LN		19		19		false		           19    commission to require the parties to use a formal				false

		499						LN		19		20		false		           20    application process instead.  They've also asked the				false

		500						LN		19		21		false		           21    commission to require additional details from the				false

		501						LN		19		22		false		           22    parties, such as the effect of the transaction on				false

		502						LN		19		23		false		           23    competition, service quality, and reliability, as well as				false

		503						LN		19		24		false		           24    further deployment of advance communications services and				false

		504						LN		19		25		false		           25    public safety.				false

		505						PG		20		0		false		page 20				false

		506						LN		20		1		false		            1             CenturyLink and Level 3 are preparing a				false

		507						LN		20		2		false		            2    response to this protest in effect denying that the				false

		508						LN		20		3		false		            3    advice letter process can't be used.  And that response,				false

		509						LN		20		4		false		            4    we expect, will be filed by February 13th.				false

		510						LN		20		5		false		            5        Q.   Have you heard of or are you aware of any other				false

		511						LN		20		6		false		            6    protest or opposition to the transaction?				false

		512						LN		20		7		false		            7        A.   There has been an action filed in federal court				false

		513						LN		20		8		false		            8    in Colorado alleging certain FCC violations in connection				false

		514						LN		20		9		false		            9    with the transaction.  This is not fully unexpected in				false

		515						LN		20		10		false		           10    this type of merger, and the companies are responding and				false

		516						LN		20		11		false		           11    do not believe it will impact our review of our				false

		517						LN		20		12		false		           12    application with the Colorado Public Service Commission				false

		518						LN		20		13		false		           13    or ultimately the ability for the companies to close the				false

		519						LN		20		14		false		           14    transaction.				false

		520						LN		20		15		false		           15        Q.   Any other protests or oppositions of which you				false

		521						LN		20		16		false		           16    are aware?				false

		522						LN		20		17		false		           17        A.   No.				false

		523						LN		20		18		false		           18        Q.   Have you heard of or are you aware of any				false

		524						LN		20		19		false		           19    protests or opposition to the Utah application?				false

		525						LN		20		20		false		           20        A.   No.				false

		526						LN		20		21		false		           21        Q.   Have Level 3 and CenturyLink filed				false

		527						LN		20		22		false		           22    notifications in all states that require only a notice of				false

		528						LN		20		23		false		           23    filing?				false

		529						LN		20		24		false		           24        A.   Yes, we have.				false

		530						LN		20		25		false		           25        Q.   And do you have a date on which CenturyLink and				false

		531						PG		21		0		false		page 21				false

		532						LN		21		1		false		            1    Level 3 would like to close this transaction?				false

		533						LN		21		2		false		            2        A.   We'd like to be able to close as soon as				false

		534						LN		21		3		false		            3    possible after all the states and the FCC and federal				false

		535						LN		21		4		false		            4    agencies have approved the transaction.  Based on our				false

		536						LN		21		5		false		            5    current anticipated approval time frame, we expect this				false

		537						LN		21		6		false		            6    to happen sometime in the third quarter of 2017.				false

		538						LN		21		7		false		            7        Q.   Can you describe who the Level 3 entities are				false

		539						LN		21		8		false		            8    that are operated in the state of Utah that are affected				false

		540						LN		21		9		false		            9    by this transaction?				false

		541						LN		21		10		false		           10        A.   Sure.  The Level 3 operating companies				false

		542						LN		21		11		false		           11    operating in Utah are identified in the application.				false

		543						LN		21		12		false		           12    They are all non-dominant carriers that are authorized to				false

		544						LN		21		13		false		           13    provide resold and facility-safe telecommunication				false

		545						LN		21		14		false		           14    services pursuant to our certificates of convenience and				false

		546						LN		21		15		false		           15    necessity that were issued by the Utah Commission for on				false

		547						LN		21		16		false		           16    a D-regulated (phonetic) basis.				false

		548						LN		21		17		false		           17             Each of those entities is a direct subsidiary				false

		549						LN		21		18		false		           18    of either Level 3 Communications, LLC, or Level 3				false

		550						LN		21		19		false		           19    Telecom, LLC, which are subsidiaries then of Level 3				false

		551						LN		21		20		false		           20    Communications, Inc.  And that's illustrated on the				false

		552						LN		21		21		false		           21    organizational charts that were attached as Exhibit A to				false

		553						LN		21		22		false		           22    the application.				false

		554						LN		21		23		false		           23             The transaction involved apparent level				false

		555						LN		21		24		false		           24    transfer of control of the Level 3 parent-only.  As a				false

		556						LN		21		25		false		           25    result of the transaction, the Level 3 op codes will				false

		557						PG		22		0		false		page 22				false

		558						LN		22		1		false		            1    become indirect fully owned subsidiaries of CenturyLink.				false

		559						LN		22		2		false		            2             The Level 3 op codes, though, will continue to				false

		560						LN		22		3		false		            3    operate as they do today and will remain subject to the				false

		561						LN		22		4		false		            4    same regulatory obligations.  The Level 3 op codes will				false

		562						LN		22		5		false		            5    continue to offer services subject to the same rules,				false

		563						LN		22		6		false		            6    regulations, and applicable tariffs or price lists as				false

		564						LN		22		7		false		            7    they do now.  The contracts in place today setting forth				false

		565						LN		22		8		false		            8    the rates, terms, and conditions for service of				false

		566						LN		22		9		false		            9    enterprise and wholesale customers will not change due to				false

		567						LN		22		10		false		           10    the transaction.  And because the transactions result in				false

		568						LN		22		11		false		           11    no direct change to the Level 3 op codes operations, it's				false

		569						LN		22		12		false		           12    transparent to our customers.				false

		570						LN		22		13		false		           13             As mentioned, Level 3 does not serve				false

		571						LN		22		14		false		           14    residential subscribers or consumers, and nothing about				false

		572						LN		22		15		false		           15    the transaction is expected to have a negative effect on				false

		573						LN		22		16		false		           16    residential and small business markets.				false

		574						LN		22		17		false		           17        Q.   Thank you.  Can you offer a summary of why you				false

		575						LN		22		18		false		           18    believe this transaction is in the public interest?				false

		576						LN		22		19		false		           19        A.   Sure.  We believe the transaction will enhance				false

		577						LN		22		20		false		           20    the quality of competition in the enterprise and				false

		578						LN		22		21		false		           21    wholesale markets by bolstering the combined companies'				false

		579						LN		22		22		false		           22    ability to compete with larger, better capitalized				false

		580						LN		22		23		false		           23    enterprise and wholesale service providers.  Enterprise				false

		581						LN		22		24		false		           24    and wholesale customers will thereby benefit by the				false

		582						LN		22		25		false		           25    transaction.  The transaction's principle and exclusive				false

		583						PG		23		0		false		page 23				false

		584						LN		23		1		false		            1    focus is on enhancing the ability of the combined company				false

		585						LN		23		2		false		            2    to compete vigorously for enterprise customers.  And by				false

		586						LN		23		3		false		            3    combining and expanding the reach of CenturyLink with				false

		587						LN		23		4		false		            4    Level 3, it will enable the company to offer one-stop				false

		588						LN		23		5		false		            5    shopping to more customers seeking multiside agreements,				false

		589						LN		23		6		false		            6    thus making the company a stronger competitor in the				false

		590						LN		23		7		false		            7    larger scale enterprise market.				false

		591						LN		23		8		false		            8             We think that the transaction will provide the				false

		592						LN		23		9		false		            9    post-merger entity with the additional financial				false

		593						LN		23		10		false		           10    strength, scale, and scope of its economies as well as				false

		594						LN		23		11		false		           11    geographic coverage to better compete with the providers				false

		595						LN		23		12		false		           12    offering state-of-the-art and innovative services to				false

		596						LN		23		13		false		           13    large businesses and government customers throughout the				false

		597						LN		23		14		false		           14    country.				false

		598						LN		23		15		false		           15             Furthermore, we think that the transaction will				false

		599						LN		23		16		false		           16    enable the combined company to offer a broader range of				false

		600						LN		23		17		false		           17    services and solutions to meet the demands of enterprise				false

		601						LN		23		18		false		           18    customers for more bandwidth, enhanced security, greater				false

		602						LN		23		19		false		           19    convenience, and better customer service in an				false

		603						LN		23		20		false		           20    ever-evolving and increasingly complex operating				false

		604						LN		23		21		false		           21    environment.				false

		605						LN		23		22		false		           22             For instance, the combination of CenturyLink's				false

		606						LN		23		23		false		           23    extensive manage services portfolio with Level 3's				false

		607						LN		23		24		false		           24    content delivery network and internet protocol-based				false

		608						LN		23		25		false		           25    virtual private network capabilities all delivered over				false

		609						PG		24		0		false		page 24				false

		610						LN		24		1		false		            1    an extensive global network will be a boon to enterprise				false

		611						LN		24		2		false		            2    and wholesale customers.				false

		612						LN		24		3		false		            3             We also believe that the transaction will				false

		613						LN		24		4		false		            4    greatly enhance the applicant's network security and				false

		614						LN		24		5		false		            5    advance threat intelligence services, which will serve to				false

		615						LN		24		6		false		            6    provide greater security for customers' data and systems.				false

		616						LN		24		7		false		            7             Enterprise and wholesale customers are				false

		617						LN		24		8		false		            8    increasingly the targets of cyber attacks, and the				false

		618						LN		24		9		false		            9    overall business and technological risks of operating in				false

		619						LN		24		10		false		           10    today's highly connected environment are substantial.				false

		620						LN		24		11		false		           11        Q.   Thank you, Ms. Ince.				false

		621						LN		24		12		false		           12             MR. EVANS:  Level 3 would move for admission of				false

		622						LN		24		13		false		           13    Supplemental Exhibits 1 through 6.				false

		623						LN		24		14		false		           14             ALJ JONSSON:  Any objection?				false

		624						LN		24		15		false		           15             MR. SOMERS:  No objection.				false

		625						LN		24		16		false		           16             MR. JETTER:  No objection.				false

		626						LN		24		17		false		           17             ALJ JONSSON:  Thank you.				false

		627						LN		24		18		false		           18             MR. EVANS:  That concludes my direct of				false

		628						LN		24		19		false		           19    Ms. Ince.  She is available for cross.				false

		629						LN		24		20		false		           20             ALJ JONSSON:  Mr. Somers, anything for this				false

		630						LN		24		21		false		           21    witness?				false

		631						LN		24		22		false		           22             MR. SOMERS:  We have no questions.				false

		632						LN		24		23		false		           23             ALJ JONSSON:  Mr. Jetter?				false

		633						LN		24		24		false		           24             MR. JETTER:  I have no questions.				false

		634						LN		24		25		false		           25             ALJ JONSSON:  Thank you.				false

		635						PG		25		0		false		page 25				false

		636						LN		25		1		false		            1             All right.  Mr. Jetter, go ahead.				false

		637						LN		25		2		false		            2             MR. JETTER:  Thank you.  The division would				false

		638						LN		25		3		false		            3    like to call and have sworn in Mr. William Duncan.				false

		639						LN		25		4		false		            4                         WILLIAM DUNCAN,				false

		640						LN		25		5		false		            5      having been first duly sworn to tell the truth, was				false

		641						LN		25		6		false		            6               examined and testified as follows:				false

		642						LN		25		7		false		            7                           EXAMINATION				false

		643						LN		25		8		false		            8    BY MR. JETTER:				false

		644						LN		25		9		false		            9        Q.   Good morning, Mr. Duncan.  Would you please				false

		645						LN		25		10		false		           10    state your name and occupation for the record.				false

		646						LN		25		11		false		           11        A.   Yes.  My name is William Duncan and I am the				false

		647						LN		25		12		false		           12    manager of the telecommunications section of the Utah				false

		648						LN		25		13		false		           13    Division of Public Utilities.				false

		649						LN		25		14		false		           14        Q.   Thank you.  And in accordance to your				false

		650						LN		25		15		false		           15    employment, have you had the opportunity to review the				false

		651						LN		25		16		false		           16    joint application in the four dockets that we're here for				false

		652						LN		25		17		false		           17    today?				false

		653						LN		25		18		false		           18        A.   Yes, I have.				false

		654						LN		25		19		false		           19        Q.   And have you also had the opportunity to review				false

		655						LN		25		20		false		           20    the exhibits that were attached to the December 16th				false

		656						LN		25		21		false		           21    filing as well as Supplemental Exhibits 1 through 4 filed				false

		657						LN		25		22		false		           22    February 3, 2017, and Supplemental Exhibits 5 and 6 filed				false

		658						LN		25		23		false		           23    on February 8, 2017?				false

		659						LN		25		24		false		           24        A.   Yes, I have.				false

		660						LN		25		25		false		           25        Q.   And there's a memorandum that was filed by the				false

		661						PG		26		0		false		page 26				false

		662						LN		26		1		false		            1    division, January 18, 2017.  Was that created --				false

		663						LN		26		2		false		            2             (Inaudible voice.)				false

		664						LN		26		3		false		            3             ALJ JONSSON:  Did someone on the phone -- is				false

		665						LN		26		4		false		            4    there someone on the phone who wants to say something?				false

		666						LN		26		5		false		            5    Those of you who are on the phone, would you mute your				false

		667						LN		26		6		false		            6    phones unless you're actually putting something on the				false

		668						LN		26		7		false		            7    record?				false

		669						LN		26		8		false		            8             UNKNOWN CALLER:  Yes.  I'm sorry.  I got cut				false
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            1                      P R O C E E D I N G S

            2                             --o0o--

            3             ALJ JONSSON:  For the record, today is

            4    Thursday, February 9, 2017.  It is 9:00 in the morning.

            5    This is the date and time set for the hearing in the

            6    matter of the joint application of Level 3

            7    Communications, Inc., and CenturyLink, Inc., et al.  This

            8    is transfer of control docket -- we actually have four

            9    docket numbers to represent the various companies.  They

           10    are 16-2266-01, 16-2246-01, 16-2271-01, and 16-2351-02.

           11             Let's get appearances on the record for our

           12    applicants.

           13             MR. SOMERS:  Good morning, Hearing Officer.

           14    Torry Somers with CenturyLink.  And with me today who

           15    will be testifying on behalf of CenturyLink is Jeremy

           16    Ferkin.

           17             ALJ JONSSON:  Thank you.

           18             MR. EVANS:  I'm William Evans at Parsons Behle

           19    & Latimer for joint applicants Level 3 Communications,

           20    Inc., and the Utah operating companies, and our witness

           21    is on the telephone this morning, Kristie Ince.

           22             ALJ JONSSON:  And for the division?

           23             MR. JETTER:  And I'm Justin Jetter with the

           24    Utah Attorney General's Office representing the Utah

           25    Division of Public Utilities today.  And with me at
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            1    counsel table is William Duncan with the Utah Division of

            2    Public Utilities.

            3             ALJ JONSSON:  Thank you.

            4             Mr. Somers, are you going to take the lead?  Is

            5    that the plan?

            6             MR. SOMERS:  Yes, I will.  Thank you very much.

            7             ALJ JONSSON:  All right.  Go right ahead.

            8             MR. SOMERS:  We are here today on CenturyLink

            9    and Level 3's joint application for indirect transfer of

           10    control.  On January 18, 2017, the Division of Public

           11    Utilities submitted its recommendation supporting

           12    approval of the transaction.  Further, the division

           13    agrees that this transaction and the documents filed

           14    satisfies the requirements of the informal adjudication

           15    process set forth in Utah Administrative Code R746-349-7.

           16             Under this rule, since there was no objection

           17    to the application, the commission can presume that the

           18    approval of the transaction is in the public interest and

           19    use the information contained in the application and the

           20    accompanying documents as evidence to support approval of

           21    the transaction.

           22             Further, CenturyLink and Level 3 are still

           23    prepared today to present testimony to further support

           24    approval of the application.

           25             Hearing Officer, I would move to admit the
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            1    application and accompanying exhibits as an exhibit.

            2             ALJ JONSSON:  Any objection?

            3             MR. JETTER:  No objection, Your Honor.  Thank

            4    you.

            5             ALJ JONSSON:  We'll admit those.

            6             MR. SOMERS:  Do you need a copy of that

            7    application?

            8             ALJ JONSSON:  I don't.

            9             MR. SOMERS:  I would like to call Jeremy Ferkin

           10    as CenturyLink's witness.  Would you like Mr. Ferkin to

           11    approach the witness stand or stay seated here?

           12             ALJ JONSSON:  He can stay right there.

           13                             --o0o--

           14                         JEREMY FERKIN,

           15      having been first duly sworn to tell the truth, was

           16               examined and testified as follows:

           17             ALJ JONSSON:  Go ahead.

           18             MR. FERKIN:  My name is Jeremy Ferkin.  I'm

           19    vice president of operations for CenturyLink.

           20             On October 31, 2016, Level 3 Communications,

           21    Inc., and CenturyLink, Inc. entered into an agreement and

           22    plan of merger that will result in Level 3 becoming a

           23    wholly-owned subsidiary of CenturyLink.  Since this is a

           24    parent-level transaction only, with no change in the

           25    regulated entities that operate in Utah, and no change in
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            1    control in the parent-level for the CenturyLink

            2    subsidiaries, the Public Service Commission retains

            3    exactly the same regulatory authority over all Level 3

            4    operating entities certificated by the commission and the

            5    CenturyLink operating entities certificated by the

            6    commission that the commission possesses immediately

            7    prior to the transaction.  Upon closing of the

            8    transaction, CenturyLink shareholders will own

            9    approximately 51 percent, and Level 3 shareholders will

           10    own approximately 49 percent of the combined company.  In

           11    addition, the transaction will be seamless to customers

           12    as the Level 3 operating entities and the CenturyLink

           13    subsidiaries will continue to provide services subject to

           14    the same rules, regulations, price lists, and applicable

           15    tariffs, if any, as they do now to retail and wholesale

           16    customers.

           17             The transaction will benefit both customers and

           18    competition in the enterprise market.  Approval of the

           19    proposed transaction will enable CenturyLink and Level 3

           20    to combine their complementary networks to offer

           21    customers and enterprise services a broader range of

           22    on-net services and solutions than they currently can

           23    obtain from the companies individually.  It will reduce

           24    both companies' dependence on leased fiber facilities,

           25    and by enhancing the combined company's reach and
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            1    financial profile, strengthen its ability to invest and

            2    compete for the long-term.  The transaction will promote

            3    competition in the enterprise market, will improve the

            4    companies' financial profile, will not adversely harm

            5    existing residential customers, and will not alter

            6    existing contracts or regulatory commitments.

            7             The transaction will allow the combined company

            8    to more effectively compete for enterprise customers.

            9    The needs of an interconnected world create increasing

           10    demand for fiber broadband capacity.  The proposed

           11    transaction will expand CenturyLink's fiber network to

           12    better serve its existing customers and will reduce the

           13    combined company's dependence on leased fiber facilities.

           14    The transaction will bolster the company's combined

           15    company's ability to compete for multi-location

           16    enterprise customers and will enhance its expanded reach

           17    to serve a higher proportion of locations using its own

           18    end user connections.  By combining resources, therefore,

           19    the companies will be better able to provide existing and

           20    future enterprise customers with robust, end-to-end

           21    solutions for greater bandwidth, enhanced security,

           22    greater convenience, and better customer service.

           23             The transaction will also not result in any

           24    countervailing competitive harms.  By bolstering the

           25    companies' ability to compete in markets with that will
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            1    remain competitive.  The transaction will only enhance

            2    the quality of competition in these markets.  Existing

            3    and future enterprise customers in Utah thereby benefit.

            4             The proposed transaction will have no adverse

            5    effects -- no adverse impact on competition in the

            6    residential market.  Level 3 does not serve residential

            7    customers or subscribers.  While CenturyLink remains

            8    committed to its residential customers in Utah, this

            9    transaction is about enterprise market.

           10             The transaction will not affect CenturyLink's

           11    regulatory obligations towards residential subscribers or

           12    any pending commitments or obligations of CenturyLink in

           13    Utah relative to those customers.  The transaction's

           14    focus is on enhancing the ability of the combined company

           15    to compete vigorously in the provision of enterprise

           16    services, which results in a stronger company overall.

           17                          EXAMINATION

           18    BY MR. SOMERS:

           19        Q.   Mr. Ferkin, what you just read into the record

           20    is a summary that you have in front of you; is that

           21    correct?

           22        A.   Correct.

           23        Q.   And clearly it's important, the statements and

           24    the summary that you just put into the record?

           25        A.   Correct.
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            1             MR. SOMERS:  Hearing Officer, I would move to

            2    admit the summary that Mr. Ferkin just read as an

            3    exhibit.

            4             ALJ JONSSON:  Is there any objection?

            5             MR. JETTER:  No objection.

            6             ALJ JONSSON:  Do you have copies of that?

            7             MR. SOMERS:  I do.  How many copies would you

            8    like?

            9             ALJ JONSSON:  Well, I just need one.  And then

           10    if you would give one to Mr. Jetter.

           11             MR. SOMERS:  May I approach?

           12             ALJ JONSSON:  Yes.  Thank you.

           13             Let's mark this as Hearing Exhibit A.

           14        Q.   (By Mr. Somers)  So, Mr. Ferkin, based on your

           15    summary, you believe the transaction is in the public

           16    interest?

           17        A.   I'm not a lawyer, but I do believe that's true.

           18        Q.   You also stated in your summary that the

           19    transaction will not result in any countervailing harm;

           20    is that correct?

           21        A.   That is correct.

           22             MR. SOMERS:  Your Officer, I have no further

           23    questions for Mr. Ferkin at this time.

           24             ALJ JONSSON:  Mr. Evans, is there anything that

           25    you want to ask Mr. Ferkin?
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            1             MR. EVANS:  No.  Thank you.

            2             ALJ JONSSON:  And I think I should have asked

            3    you as well if you had any objection to the summary.

            4             MR. EVANS:  No objection.  Thank you.

            5             ALJ JONSSON:  Thank you.

            6             Mr. Jetter, any questions?

            7             MR. JETTER:  I have no questions.

            8             ALJ JONSSON:  Thank you.

            9             Any other witnesses, Mr. Somers?

           10             MR. SOMERS:  No other witnesses for

           11    CenturyLink.

           12             ALJ JONSSON:  Mr. Evans, go ahead.

           13             MR. EVANS:  Thank you.  We are mindful of the

           14    requirements of the commission's rule, and for our part

           15    of the proceeding we would like to call Kristie Ince to

           16    update the commission on filings in other states of the

           17    FCC and ensure that we have, in fact, complied with the

           18    rules.  So we call Kristie Ince.

           19                             --o0o--

           20                          KRISTIE INCE,

           21      having been first duly sworn to tell the truth, was

           22               examined and testified as follows:

           23             ALJ JONSSON:  And can you hear Mr. Evans?

           24             THE WITNESS:  I can hear him, but if there's a

           25    way to make it a bit louder, I would appreciate it.
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            1    Possibly if he moves a little closer to the microphone.

            2             ALJ JONSSON:  He's going to try that but if

            3    you're still having troubles, just interrupt and let us

            4    know and we can bring him right up here to speak into the

            5    phone.  Okay?

            6             THE WITNESS:  Okay.  Thank you.

            7             ALJ JONSSON:  All right.  Go ahead, Mr. Evans.

            8                           EXAMINATION

            9    BY MR. EVANS:

           10        Q.   Thank you.  I'll try to speak a little louder.

           11             Good morning, Ms. Ince.

           12        A.   That's better.

           13        Q.   Is that better?

           14        A.   Good morning.

           15        Q.   For the record, would you state your name, your

           16    business address, and your position at Level 3.

           17        A.   Yes.  My name is Kristie Ince.  I'm the vice

           18    president for state and regulatory legislative affairs at

           19    Level 3 Communications, Incorporated.  My business

           20    address is 6801 Gaylord Parkway, Suite 300, Briscoe,

           21    Texas 75034.

           22        Q.   Would you summarize your experience in the

           23    telecommunications industry?

           24        A.   Yes.  I have a bachelor's degree from the

           25    University of Texas at Austin.  My educational background
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            1    is in philosophy, German language, and literature.

            2    Professionally, I began working at the Texas Legislature

            3    where I spent seven years as a legislature director.  And

            4    in 2000 I went to work for the telecom industry where

            5    I've been for over 16 years.  At first I worked for Time

            6    Warner, slash, TW Telecom.  And then after TW Telecom was

            7    acquired by Level 3, for Level 3.

            8             During that time I've represented these

            9    companies in government affairs, regulatory affairs, and

           10    public policy, and various state proceedings.  And I also

           11    hold a management position at Level 3.

           12        Q.   Have you reviewed the joint application filed

           13    by Level 3 and CenturyLink?

           14        A.   Yes.

           15        Q.   And are you the person that signed the

           16    verification to the application?

           17        A.   No.  That was Pamela Hollick, the associate

           18    general counsel for Level 3.

           19        Q.   Do you have personal knowledge of the matters

           20    set out in the application?

           21        A.   I do.

           22        Q.   So for the purposes of your testimony today, do

           23    you adopt those statements as your own?

           24        A.   Yes.

           25        Q.   Are there any changes or corrections that ought
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            1    to be made to the joint application?

            2        A.   No corrections or changes.

            3        Q.   Is Level 3 asking the commission to approve

            4    this transaction pursuant to the informal procedures

            5    described in the commission's rule?

            6        A.   Yes, we are.

            7        Q.   Is Level 3 or any of its Utah operating

            8    companies serving as an incumbent local exchange carrier

            9    anywhere in Utah?

           10        A.   No, we are not.

           11        Q.   Are Level 3 and CenturyLink required to file

           12    for Section 214 authority with the Federal Communications

           13    Commission?

           14        A.   Yes, we are.  Level 3 and CenturyLink filed a

           15    consolidated application with the FCC to transfer the

           16    domestic/international section 214 authorizations and to

           17    approve the transfer of control of Level 3 operating

           18    companies to CenturyLink.  That application was filed on

           19    December 12, 2016.

           20        Q.   And has that FCC application been submitted in

           21    the Utah docket?

           22        A.   Yes.  A copy of that FCC application was filed

           23    with Exhibit B to our Utah application.

           24        Q.   Have there been any updates to the FCC

           25    application since the initial filing?
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            1        A.   Yes.  On December 19th, CenturyLink and Level 3

            2    filed a supplemental information -- filed supplemental

            3    information with the FCC in response to questions that we

            4    received from FCC staff.

            5        Q.   And is that supplemental filing the document

            6    that has been submitted in the Utah proceeding as

            7    Supplemental Exhibit 1?

            8        A.   Yes, that's correct.

            9        Q.   Has the FCC issued a public notice in response

           10    to the application?

           11        A.   They have.  The FCC issued a public notice on

           12    December 1 -- 21st, rather, 2016.  That notice

           13    established a pleading cycle for comments from interested

           14    parties.  Those were due January 23, 2017.  And reply

           15    comments were due yesterday, February 7, 2017.

           16        Q.   And has the FCC's public notice been submitted

           17    in the Utah proceeding?

           18        A.   Yes.  And I'm sorry, it was the day before

           19    yesterday.  Yes.  It was filed in this docket as

           20    Supplemental Exhibit 2.

           21        Q.   Have there been any comments filed on the FCC

           22    application?

           23        A.   Yes.  We received two sets of comments.  One

           24    was from Encompass, a trade association that represents

           25    communications and technology companies, and one from the
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            1    National Congress of American Indians, as an organization

            2    interested in access to affordable broadband service on

            3    tribal land.

            4        Q.   Has either commenter opposed the transaction or

            5    in any way requested that the FCC deny the application?

            6        A.   No.  However, they did ask the FCC to consider

            7    the effect of the transaction on competition, and on the

            8    accessibility and cost of broadband services in tribal

            9    areas.

           10        Q.   Have the applicants replied to those comments?

           11        A.   We filed comments on February 7, 2017.

           12        Q.   Were there other comments filed in the FCC

           13    proceeding?

           14        A.   Yes.  There were several sets of reply comments

           15    that were filed on February 7th.  We are reviewing those

           16    and will respond appropriately.  If the commission

           17    requests, we will submit those reply comments in our post

           18    hearing briefs.

           19        Q.   Have the applicants filed a Hart-Scott-Rodino

           20    Notification with the Federal Trade Commission of this

           21    application?

           22        A.   Yes.  The application's originally filed for

           23    notification on December 12, 2016.  And after discussion

           24    with the DOJ, the notification was refiled on

           25    January 11, 2017.  This is a common procedure to allow



                                                                        16
�




            1    the DOJ additional time to review the transaction before

            2    an ownership.

            3        Q.   Do you have an idea of when the applicants

            4    might have the necessary approvals from the FCC and the

            5    DOJ to go forward with this transaction?

            6        A.   It's hard to say exactly.  But we're hoping to

            7    have all of them sometime in the second quarter of 2017.

            8        Q.   Do any state commissions other than Utah

            9    require Level 3 and CenturyLink to obtain approval before

           10    closing this transaction?

           11        A.   Yes.  We have 18 states that require approval,

           12    and I believe that we list the states on page 10 of our

           13    application with Utah.

           14        Q.   And have applications been filed in all 18

           15    states that require approval?

           16        A.   Yes, they have.

           17        Q.   And I see that the Maryland application has

           18    been submitted to the Utah Commission as Supplemental

           19    Exhibit 3 in this docket; is that right?

           20        A.   That's correct.

           21        Q.   Are the applications that have been filed with

           22    these other states substantially similar to the Utah and

           23    Maryland applications?

           24        A.   Yes, they are.

           25        Q.   Have any of the states in which approval is
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            1    required approved the transaction as of today?

            2        A.   The Delaware staff, Nevada staff, and Ohio

            3    staff have recommended that no action be taken, which in

            4    those states have the effect of approval.  No other

            5    states have yet completed their review.

            6        Q.   Do you have before you Supplemental Exhibit 4?

            7        A.   Yes.

            8        Q.   Can you tell us what that is, please?

            9        A.   That is the memorandum from the Delaware staff

           10    recommending that no action be taken.

           11        Q.   And can you identify Supplemental Exhibit 5 for

           12    us?

           13        A.   Yes.  Supplemental Exhibit 5 is the report from

           14    the Nevada staff stating that neither staff nor the

           15    consumer advocate are requesting further action.

           16        Q.   And what is Supplemental Exhibit 6?

           17        A.   That is the review and the recommendation of

           18    the Ohio staff that I mentioned that the application be

           19    automatically approved with no further action.

           20        Q.   In those states that have not yet approved the

           21    transaction, have you received or are you aware of any

           22    opposition or protest to the transaction?

           23        A.   Yes.  We have received one protest filed with

           24    the Pennsylvania Commission by Poor (phonetic)

           25    Communications, and one joint protest filed with the
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            1    California Commission by the office of Great PAIR

            2    Advocates and the Utility Reform Network and the

            3    Greenlining Institute.

            4        Q.   What was the Pennsylvania protest about?

            5        A.   Generally, the protester is alleging that the

            6    transaction will increase competitor's costs for certain

            7    types of services in Pennsylvania.  CenturyLink and

            8    Level 3 filed an answer on February 3rd denying that

            9    claim as well as asserting that the Pennsylvania market

           10    is competitive and that the protesters' allegations are

           11    not relevant to the merger review under the applicable

           12    Pennsylvania legal standard.

           13        Q.   And can you tell us about the California

           14    protest?  What is that one about?

           15        A.   Yes.  The joint protesters in California are

           16    alleging that the applicants should not be able to use

           17    the California advice letter filing procedure to obtain

           18    approval for the transaction.  They've asked the

           19    commission to require the parties to use a formal

           20    application process instead.  They've also asked the

           21    commission to require additional details from the

           22    parties, such as the effect of the transaction on

           23    competition, service quality, and reliability, as well as

           24    further deployment of advance communications services and

           25    public safety.
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            1             CenturyLink and Level 3 are preparing a

            2    response to this protest in effect denying that the

            3    advice letter process can't be used.  And that response,

            4    we expect, will be filed by February 13th.

            5        Q.   Have you heard of or are you aware of any other

            6    protest or opposition to the transaction?

            7        A.   There has been an action filed in federal court

            8    in Colorado alleging certain FCC violations in connection

            9    with the transaction.  This is not fully unexpected in

           10    this type of merger, and the companies are responding and

           11    do not believe it will impact our review of our

           12    application with the Colorado Public Service Commission

           13    or ultimately the ability for the companies to close the

           14    transaction.

           15        Q.   Any other protests or oppositions of which you

           16    are aware?

           17        A.   No.

           18        Q.   Have you heard of or are you aware of any

           19    protests or opposition to the Utah application?

           20        A.   No.

           21        Q.   Have Level 3 and CenturyLink filed

           22    notifications in all states that require only a notice of

           23    filing?

           24        A.   Yes, we have.

           25        Q.   And do you have a date on which CenturyLink and
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            1    Level 3 would like to close this transaction?

            2        A.   We'd like to be able to close as soon as

            3    possible after all the states and the FCC and federal

            4    agencies have approved the transaction.  Based on our

            5    current anticipated approval time frame, we expect this

            6    to happen sometime in the third quarter of 2017.

            7        Q.   Can you describe who the Level 3 entities are

            8    that are operated in the state of Utah that are affected

            9    by this transaction?

           10        A.   Sure.  The Level 3 operating companies

           11    operating in Utah are identified in the application.

           12    They are all non-dominant carriers that are authorized to

           13    provide resold and facility-safe telecommunication

           14    services pursuant to our certificates of convenience and

           15    necessity that were issued by the Utah Commission for on

           16    a D-regulated (phonetic) basis.

           17             Each of those entities is a direct subsidiary

           18    of either Level 3 Communications, LLC, or Level 3

           19    Telecom, LLC, which are subsidiaries then of Level 3

           20    Communications, Inc.  And that's illustrated on the

           21    organizational charts that were attached as Exhibit A to

           22    the application.

           23             The transaction involved apparent level

           24    transfer of control of the Level 3 parent-only.  As a

           25    result of the transaction, the Level 3 op codes will
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            1    become indirect fully owned subsidiaries of CenturyLink.

            2             The Level 3 op codes, though, will continue to

            3    operate as they do today and will remain subject to the

            4    same regulatory obligations.  The Level 3 op codes will

            5    continue to offer services subject to the same rules,

            6    regulations, and applicable tariffs or price lists as

            7    they do now.  The contracts in place today setting forth

            8    the rates, terms, and conditions for service of

            9    enterprise and wholesale customers will not change due to

           10    the transaction.  And because the transactions result in

           11    no direct change to the Level 3 op codes operations, it's

           12    transparent to our customers.

           13             As mentioned, Level 3 does not serve

           14    residential subscribers or consumers, and nothing about

           15    the transaction is expected to have a negative effect on

           16    residential and small business markets.

           17        Q.   Thank you.  Can you offer a summary of why you

           18    believe this transaction is in the public interest?

           19        A.   Sure.  We believe the transaction will enhance

           20    the quality of competition in the enterprise and

           21    wholesale markets by bolstering the combined companies'

           22    ability to compete with larger, better capitalized

           23    enterprise and wholesale service providers.  Enterprise

           24    and wholesale customers will thereby benefit by the

           25    transaction.  The transaction's principle and exclusive



                                                                        22
�




            1    focus is on enhancing the ability of the combined company

            2    to compete vigorously for enterprise customers.  And by

            3    combining and expanding the reach of CenturyLink with

            4    Level 3, it will enable the company to offer one-stop

            5    shopping to more customers seeking multiside agreements,

            6    thus making the company a stronger competitor in the

            7    larger scale enterprise market.

            8             We think that the transaction will provide the

            9    post-merger entity with the additional financial

           10    strength, scale, and scope of its economies as well as

           11    geographic coverage to better compete with the providers

           12    offering state-of-the-art and innovative services to

           13    large businesses and government customers throughout the

           14    country.

           15             Furthermore, we think that the transaction will

           16    enable the combined company to offer a broader range of

           17    services and solutions to meet the demands of enterprise

           18    customers for more bandwidth, enhanced security, greater

           19    convenience, and better customer service in an

           20    ever-evolving and increasingly complex operating

           21    environment.

           22             For instance, the combination of CenturyLink's

           23    extensive manage services portfolio with Level 3's

           24    content delivery network and internet protocol-based

           25    virtual private network capabilities all delivered over
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            1    an extensive global network will be a boon to enterprise

            2    and wholesale customers.

            3             We also believe that the transaction will

            4    greatly enhance the applicant's network security and

            5    advance threat intelligence services, which will serve to

            6    provide greater security for customers' data and systems.

            7             Enterprise and wholesale customers are

            8    increasingly the targets of cyber attacks, and the

            9    overall business and technological risks of operating in

           10    today's highly connected environment are substantial.

           11        Q.   Thank you, Ms. Ince.

           12             MR. EVANS:  Level 3 would move for admission of

           13    Supplemental Exhibits 1 through 6.

           14             ALJ JONSSON:  Any objection?

           15             MR. SOMERS:  No objection.

           16             MR. JETTER:  No objection.

           17             ALJ JONSSON:  Thank you.

           18             MR. EVANS:  That concludes my direct of

           19    Ms. Ince.  She is available for cross.

           20             ALJ JONSSON:  Mr. Somers, anything for this

           21    witness?

           22             MR. SOMERS:  We have no questions.

           23             ALJ JONSSON:  Mr. Jetter?

           24             MR. JETTER:  I have no questions.

           25             ALJ JONSSON:  Thank you.
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            1             All right.  Mr. Jetter, go ahead.

            2             MR. JETTER:  Thank you.  The division would

            3    like to call and have sworn in Mr. William Duncan.

            4                         WILLIAM DUNCAN,

            5      having been first duly sworn to tell the truth, was

            6               examined and testified as follows:

            7                           EXAMINATION

            8    BY MR. JETTER:

            9        Q.   Good morning, Mr. Duncan.  Would you please

           10    state your name and occupation for the record.

           11        A.   Yes.  My name is William Duncan and I am the

           12    manager of the telecommunications section of the Utah

           13    Division of Public Utilities.

           14        Q.   Thank you.  And in accordance to your

           15    employment, have you had the opportunity to review the

           16    joint application in the four dockets that we're here for

           17    today?

           18        A.   Yes, I have.

           19        Q.   And have you also had the opportunity to review

           20    the exhibits that were attached to the December 16th

           21    filing as well as Supplemental Exhibits 1 through 4 filed

           22    February 3, 2017, and Supplemental Exhibits 5 and 6 filed

           23    on February 8, 2017?

           24        A.   Yes, I have.

           25        Q.   And there's a memorandum that was filed by the
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            1    division, January 18, 2017.  Was that created --

            2             (Inaudible voice.)

            3             ALJ JONSSON:  Did someone on the phone -- is

            4    there someone on the phone who wants to say something?

            5    Those of you who are on the phone, would you mute your

            6    phones unless you're actually putting something on the

            7    record?

            8             UNKNOWN CALLER:  Yes.  I'm sorry.  I got cut

            9    off and so I was trying to find the number of the --

           10    (inaudible) -- I've interrupted -- (inaudible) -- I

           11    withdraw.  I'm sorry.

           12             ALJ JONSSON:  It's all right.  Thank you.

           13             MR. JETTER:  I'll just restart that question if

           14    that's okay.

           15        Q.   (By Mr. Jetter)  So, Mr. Duncan, there was a

           16    memorandum filed by the division in this docket on

           17    January 18, 2017.  Was that created under your direction

           18    by the division?

           19        A.   Yes, it was.

           20        Q.   And are you familiar with the memorandum and

           21    the recommendations that are contained in it?

           22        A.   Yes, I am.

           23        Q.   Do you have any corrections or changes you'd

           24    like to make to those?

           25        A.   No.
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            1        Q.   And is the recommendation contained in the

            2    January 18th memorandum of approval of this application

            3    remain the recommendation of the division?

            4        A.   Yes.

            5        Q.   Were you in the hearing room earlier when there

            6    was discussed two different potential oppositions or

            7    challenges to applications or the process or procedure

            8    used in the filings in Pennsylvania and California?

            9        A.   Yes.

           10        Q.   Is there any reason that you would change your

           11    recommendation based on those?

           12        A.   No.

           13        Q.   And are you familiar with or at least aware of

           14    a shareholder lawsuit in Colorado?

           15        A.   Yes.

           16        Q.   And does that change your recommendation of

           17    approval?

           18        A.   No.

           19        Q.   And finally, do you believe based on the

           20    information that you've had available to you and the

           21    information that has been updated through the

           22    supplemental filings in this docket, that approval of

           23    this application is just and reasonable and in the public

           24    interest?

           25        A.   Yes.
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            1        Q.   Thank you.

            2             MR. JETTER:  I'd like to move to introduce the

            3    division's memorandum into the docket as -- I don't know

            4    if you want to call that DPU Exhibit 1?

            5             ALJ JONSSON:  I'd like that very much.  Let's

            6    make it DPU Exhibit 1.

            7             Any objection?

            8             MR. SOMER:  No objection from CenturyLink.

            9             MR. EVANS:  None from Level 3.

           10             MR. JETTER:  I have no further questions for

           11    Mr. Duncan.  He's available for cross.

           12             ALJ JONSSON:  Mr. Somers?

           13             MR. SOMERS:  CenturyLink has no questions for

           14    Mr. Duncan.

           15             ALJ JONSSON:  Mr. Evans?

           16             MR. EVANS:  Nor does Level 3.  Thank you.

           17             ALJ JONSSON:  Well, then I believe I have what

           18    I need.  I just want to double check that I have the

           19    titles of our witnesses correct.  Mr. Ferkin, I wrote

           20    down director of operations for CenturyLink, but I think

           21    there was more to it than that.

           22             MR. FERKIN:  Yeah.  Actually, vice president of

           23    operations for Utah, Nevada, and California.

           24             ALJ JONSSON:  Utah, Nevada --

           25             MR. FERKIN:  And California, yes, ma'am.
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            1             ALJ JONSSON:  Okay.  And Ms. Ince, I wrote down

            2    vice president of state and regulatory affairs, but I

            3    also think I missed a piece of that.

            4             MS. INCE:  Yes.  It's vice president, state,

            5    regulatory and legislative affairs.

            6             ALJ JONSSON:  Okay.  All right.  Now I think I

            7    have everything that I need.  So I'll thank the parties

            8    and we will close this hearing.  Thank you.

            9             (The proceedings concluded at 9:26 a.m.)
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            1                      C E R T I F I C A T E

            2    State of Utah         )
                                   ss.
            3    County of Wasatch     )

            4            I, Brandy Harris, a Registered Professional

            5    Reporter and Notary Public in and for the State of Utah,

            6    do hereby certify:

            7            That the foregoing proceedings were taken before

            8    me at the time and place set forth in the caption hereof;

            9    that the witnesses were placed under oath to tell the

           10    truth, the whole truth, and nothing but the truth; that

           11    the proceedings were taken down by me in shorthand and

           12    thereafter my notes were transcribed through

           13    computer-aided transcription; and the foregoing

           14    transcript constitutes a full, true, and accurate record

           15    of such testimony adduced and oral proceedings had, and

           16    of the whole thereof.

           17            WITNESS MY HAND at Heber City, Utah, this 20th

           18    day of February, 2017.

           19

           20                           ________________________________

           21                           Brandy Harris, RPR
                                        Utah License No. 5262004-7801
           22                           State of Utah Notary Public
                                        Commission Expires:
           23                           September 24, 2017
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