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BEFORE THE PUBLIC UTILITIES COMMISSION '
STATE OF COLORADO

" Docket No. 05A-136T

IN THE MATTER OF THE APPLICATION OF MATRIX TELECOM, INC. FOR A
CERTIF ICATE OF PUBLIC CONVENIENCE AND NECESSITY TO PROVIDE LOCAL

EXCHANGE TELECOMMUNICATIONS SERVICES.

STIPULATION AND SETTLEMENT AGREEMENT

This Stipulation and Settlement Agreement (Stipulation) is entered-into by and between
Staff of the Colorado Public Utilities Commission (Staff) and Matrix Telecom, Inc. (Matrix)

- (Staff and Matrix collectively, Parties, and individually, Party).

INTRODUCTION AND BACKGROUND
1. Matrix is a Texas corporation having its principal office in 'Oklahoma City,

QOklahoma.

2. On March 29, 2005, Matrix initiated this Docket by filing its Application for
Certificate of Public Convenience and Necessity (CPCN) to Provide Local Exchange

Telecommunications Services (Application).

3. Stafftimely filed its Notice of Intervention in this matter on May 4, 2005. Staff is

the only intervenor in this Docket.

4. On May 24, 2005, Matrix filed an Amendment/Supplement to its Application.

The Amendment adds a request for a Letter of Registration to provide emerging competitive

‘telecommunications services. 5 g\ﬁ UTILTES con
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5. The Parties now stipuiate and agree that the Commission should approve the

Application on the terms set forth in this Stipulation. .
TERMS OF STIPULATION AND SETTLEMENT

6. ~ Pursuant to Section 40-15-503.5, C.R.S., Matrix shéll maihtain a surety bond

(bond) for a period of three (3) jIears frofn the date its initiéi tariff to provide regulated
teleconununicati(;ns service to aﬁy custorﬂer under the CPCN approved in this Docket becomes
effective. Matrix shall file With.the Cbmnﬁssion a verified statement within fifteen (15) days of |
the effective ,date of the Commission’s Decision ih this Docket, signéd by an officer of Matrix,

. stating the effective date of the bond, the amount of the boﬁd that has been issued and the term of
- the bond. Matrix shall attach proof of issuancé, term, and the arﬁount of the bond from the issuer
to the Veriﬁed statement. VThe beneficiary of :the bond shall be the Colorado Public Utﬂiti_es |

Commission.

7. Initially, the bond shall be in the amount of ﬁﬁy thousand dollars ($50,000),
which will be the minimum amount required for the duration of the bond. The formula used to |

calculate the bond is attached to this Stipulation as Exhibit A and incorporated herein.
8. The issuer of the bond shall be rated “Secure” by A.M. Best Company, Inc. - .

4 9. - Within thirty (30) days of the date the number of Matrix’s revenue producing
lines' reaches one thousand (1,000) for the first time, Matrix shall recalculate the amount of the
bond that will be required and shall file a report with the Commission that clearly shows the

number of revénue producing lines and the recalculated amount of the bond that will be required,

! The term “revenue producing lines” shall mean lines that have been activated and for which customers are being
billed. In the event Matrix sells systems that serve multiple lines, the calculation of “revenue producing lines™ or the
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using the same formula that was the basis for the initial amount of the bond, and which is
attached as Exhibit A. Within thirty (30) days after the thirty-day report period has expired, an
officer of Matrix shall file with the Commission a verified statement that the bond has been

increased to the required amount and that identifies the new term of the bond. Matrix shall

attach proof of issuance, term, and the amount of the bond from the issuer to the verified

statement.

10. Beginning in.the year that Matrix offers regulated telecommunications services to
its customers pursuant to its effective tariff, Matrix shall file a report with the Commission no
later than Decgmber 31 of eéqh year that the bond is required. The report shall include the totali
}num-b er of revenué pr‘oducing lines .for the six (6) Iﬁonths preceding the‘ date of the report; ény
change in the number of revenue producip;g lines for the six (6) months preceding the date of the
report, tﬁe amount of the existing bond, and any recalculation of the amount of the bond that may

be required.

- 11.  Byno latér than August 31 of each year in Which Matrix is required to post a
bond with the Commission pursuant to the terms of .this Sﬁpulation, an officer of Matrix shall
file with the Comnﬁs_sion a verified stétement confirming that the bond haé been issﬁed for the
required amount and include the new term of the bond. Proof of issuance, tefm, and the amount

of the bond from the issuer shall be attached to the verified statement.

12. An increase in the amount of the bond will not be required unléss the -

recalculation exce_eds twenty percent (20%) of the amount of the existing bond.

" equivalent shall be made pursuant to Federal Communication Commission Form 477, “Instructions for the Local
Competition and Broadband Reporting Form.” ' '
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13.  The monies from the bond sheill be disbursed as set forth in this paragraph.
Disbursement shall be made on a percentage basis, as set forth in Bxhibit A. Disbursement of
| the bend shall be made as described belovs}:

a. 'To furids rriandated ny the Commission and Colorado stgtute, including
the Colorado High Cost Support Mechanism, the Low Income Telephone Assistance
Progrém, the Fixed Utilities Fund, 9-1-1, and the Telecommunications Relay Sei*vice.

b.  To wholesale telecommunications providei(s), ‘speciﬂcally fer services
provided to Matrix for Which:payment has not yet been received on undisputed amounte;
and for the wholesale telecommunications pfovider’s costs of providing notice to
customers if Matrix fails to do. so due to Maitrix’s discentinuanee. of providing service,

~ aftet verification of thc')se.coé.ts by Staff.
| c.  Torefund customer deposits and prepayments fer telecommunications
services not yet received in the eveni that Maﬁix discontinues service to its customers.
Upen attestation by an officer of Matrix that all refunds owed to customers for payment
for services not yet received haé been renciered and the disbursement of the funds to 511
other parties has been completed, the Commissien shall disburse to Ma’trix any remaining
. proceei_is from the Bond up to the zimount of the refunds Matri){ issued to customers.
| d. For Commissioh—iilcurred costs for items including, but not limited ’;0,
‘notices mailed by the Commission or the designated default i)rovider if Matrix
discontinues service arid fails, t_o maﬂ_ notice to customers, as required by 4 Cede of
Colorado Regulations (CCR) 723-25-7.4 through 8; ény Commiseimi-incurred costs
‘associated with the tirarisitioning of customers to anether provider; and any Commission-

incurred bankruptcy court costs.
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14.  Atany time any portion of the tiond is disbursed, Matrbi shall obtain an addition

to the current bond for the amount required based on the formula set forth in Exhibit A.

15.  Matrix shall be considered in default of the bond in the following circumstances:
a. ° Untimely (i.e., late ny more than thirty (30) dé.ys) remittance or failure t.o
remit i)ayments to statutory funds (iﬁcluding the Colorado High Cost Support
 Mechanism, the Low Income Telephone Assistance Pfogram, the Fixed Utilities Fund, 9-
1-1, and the Telecommunicétions Relay Service); ﬁntimély remittance or failum to
submit undisputed payments to »Wholesale providers; untimely payment or failure td pay
any refunds, credits or deposits owed to- customers; and -
- b. | Untimely filing or failu.r’e to file Corrimission-reéuired reports including,
but not 1imited té: annual reports; line count rei)oﬁ W_hen the numbe~r' of revenue-
produoihg l_inés e‘xceed_s.'one thoﬁsand (i,OOO) for the first time; verified annual
* statements of line counts and bond amounts; Veriﬁéd statements of bond renev&ai or
modification; and Vi.olation of any Comission.mlés.
16. Ogcurr’ence’ of any of tﬁ_e events described in Paragraph 15 above shall be cause
for Staff to request that the Commission issue an order to show cause to determine if Matrix’é,

bond is in default, if payment shotild be made to the be‘neﬁciéry and disbursed as set forth in

‘Paragraph 12 above, and whether the Commission should take action against Matrix’s CPCN. -

17. Mat_rix agre_es~ that it will nét diécontinue service to customers for any reaébn
unless the Commission has granted its application to di‘s.continue puf-suant.to_4 CCR 723-25-7
‘(Rule 7). For so long as Matrix is leigated to pfovide the bond, in thé_ event that Métrix files an
app.iicatioﬁ pursuant to Rule 7, Matrix shall file with the Commissién, and sefve a copy on Stéff, :

the following: (a) the number of business and residential lines affected by such discontinuance;

-5
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(b) a customer list including the name, address and telephone number of each customer; (c) the.
amount of any refund due to each individual customer for payment of service not received by the

customer; and (d) the identity of all underlying providers supporting tﬁe goods and/or services

affected by such discontinuance.

18.  Matrix expressly ac-:knowledge.s that, m accordance with Section 40-5-105, C.R.S.
(2004), as amended, it cannot sell; aséigri, or otherwise transfér its Col_orado assets that are used
C-in thé provision of regulated telecommﬁnications services, including, without limitation, Billiﬂg
Account Numbers, customers, Interconnection Agreements, and its CPCN , without ﬁrst having

obtained Commission approval.

19.  Matrix shall notify Stéff of its intent to enter into any marketing, customer
service, or customer procu;eﬁe_nt agreements; with any third party(ies) prior to entering into any
- such agreements, as follows: .if the third party is an individual (ie., na;cﬁral person) over whom
Matrix exercises subsfantial oversight, Matrix shall provide seven (7) days notice; in all éther

circumstances Matrix shall provide thirty (30) days notice.

20. | Matrix shéll. file a report with the Coﬁmission invwr.iting within ten (10) calendar
days of any of the foﬂowing events:
a. » Assess.rﬁént of civil pénalties by any court or regulatory body;
b. Assessment of criminalipenalties by any court or. regulatory body; |
c. Injunctive. reliéf awarded by any court or regulatory body;
d. i | Any corrective action taken by any coﬁrt or regulatory body;
€. Any refund of more thaﬁ one hund_red dollars ($100) in any individual -
case, or any refund of two hundred ﬁfty‘ dollars ($25 0) or more to any class of custoﬁers

awarded by any court or regulatory. body;
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£ Reparations to any party awarded by any court or regulatory body;

g.  Initiation of a show cause lproceeding by any court or regulatory body;

h. | Initiation of discip-linaryAproceedings by any court or regulatory bédy,
including proceecﬁngs to limit or to place réstrictions on any authority to opérate-a CPCN
or offer e;ny service; -

1 | Refusal to grant authority to operate or provide a service by any court or -
regulatory body;

J- Revocation of authority to operate or to provide a service by anyl couﬁ or -
e gﬁlatory body;

| k. Voluntary surrender of any certificate or authority to operate in lieu of any
action by a court or regulatory body; or

L Any combination of the foregoing sanctions, penalties, corrective actions,

or other proceedings.

21. If Matrix fails to perform any of the obligations set forth in this Stipulation
including, ‘but not limited to, failiﬁg to obtain and maintain a bond according to Vthe'terms
outlined iﬁ this Stipula.tio,n. and failing to timely report to the Cominission any events set forth in
Paragraph 20 above, Staff shall coﬁsider-Matrix to have breached this Stipulation. In that event,
Staff may request th.at the Commission issue an order to show cause to determine whether tﬁe

Commission should take action against Matrix’s CPCN.

GENERAL SETTLEMENT TERMS AND CONDITIONS
22.  This Stipulation is made for settlement purposes only. No Party concedes the

validity or correctness of any regulatory principle or methodology directly or indirectly
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incorporated in this Stipulation. Fufthe-rmore ‘ this Stipulatian does not constitute agréement,
by any Party, that any pnnc1ple or methodolo gy contained within thls Stlpulatlon may be
applied to any situation other than the above- captmned cases. No precedentlal effect or other
significance, except as may be necessary to enforce this Stipulation or a Commission order

bonceming the Stipulation, shall attach to any principle or methodology contained in the

Stipulation.

| 23.  This Stipulation shall not become effective until the Coﬁunission issues. a final
order ‘approvmg the Stlpﬁlatlon Wthh order does not contain any modification of the terms
~and condmons of thlS Stlpulatlon that is unacceptable to the Parties hereto. In the event the
Com’rmssmn modifies this Stlpulatlon in a manner unacceptable to either Party, that Party shall
have the right to WlthdIaW from this Stipulation an_d proceed to hearing on some or all of the
issues that may be appropriately raised by that Party in this Docket under a new procedural
.schedllﬂe; The withdrawing Paﬁy shall notify tha Commission and the other Party to this
_ Stipulation in writing within ten (10) days of the date of the Commission order that the Par.ty lis
withdrawing frém the Stipulation (N otice). A Party who properly serves a Notice shali have

and be entitled to exercise all rights the Party would have had ih the absence of the Party’s

agreeing to this Stipulation.

24.  Intheevent this Stipulation is not approved, or is approved with conditioﬁs that
are unacceptable to any Party who subsequently withdraws, the negotiations or discussiohs
undertaken in aonjunctiOn with tl.le‘ Stipulation shall not Be- adfnissible into evidence in this or
any other proceeding. Moreover, in such an event, except aé may be specifically pro?ided for
herein; neither anything said, admitted or acknawledged in the negotiations leading up to the -_

execution of this Stipulation, nor the settlement terms and conditions contain_ed herein, nor the
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Stipulation itself may be used in this or any other administrative or court proceeding by any

of the Parties herefo, or otherwise.

25.  The Parties state that they have reach_ed this Stipulation by means of a
negotiated prdcess that is in the public interest, and that the results reﬂecteﬂ in this
Stipulation are just, reasonable, and in the public interest. Each Party pledges its support of

this Stipulation and urges the Commission to approve same, without modification.

26. Except as otherwise spécfﬁcally agreed in this Stipﬁlation, nothing contained
herein shall be deeméd as cdnstifuting'either a settled practice or preéedent for the purposes
- of any other proééeding, and by entering ‘into this Stipulation, ﬁo Paity shgll be .deemed to
have agreed ‘to_ any specific principles of ratemaking. The Parties exprésély réserve the right
to a&vocate positions different from those stated in this Stipulation in any proceeding other
than one necessary to obtain ap?rovai o,f; or to implement, thié‘ Stipulafion or its terxﬁs and
conditions. Nothing in this Stipulation shall constitute a waiver by any Party .with respect to

any matter not specifically addressed in this Stipulation.

27. This Stipulation may be'exécuted in separate counterparts, inctuding facsimile.

The counterparts taken together shall constitute the Stipulation and Settlement Agreement. |

28,  The signatories represent that the signatories to this Stipulation have full

" authority to bind their respective Parties to the terms of this Stipulation.
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DATED this day of May 2005.

FORMATRIX TELECOM, INC.:

By: lﬁjiﬁfﬁgf"ggzé%z:;.——-——

Denni¢ Smith

President

Matrix Telecom, Inc.

300 N. Meridian, Ste. 200N
Oklahoma City, OK, 73107
405/717-9600

FOR STAFF OF THE COLORADO
PUBLIC UTILITIES COMMISSION:

By:

Gerald Ennight
Rate/Financial Analyst IV
1580 Logan Street, OL1
Deniver CO 80203
Telephone: 303-894-2911
Fax: 303-894-2813
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By: _ ' }
Greg Taylor 14

‘General Counsel

Matrix Telecom, Inc.

300 N. Meridian, Ste. 200N
Oklahoma City, OK 73107
405/717-9612

APPROVED AS TO FORM

By: -

ANNE K. BOTTERUD, 20726*
Assistant Attormey General
Business and Licensing Section
Attorneys for Staff of the Public
Utilities Commission

1525 Sherman Street, 5™ Floor
Denver, Colorado 80203 -
Telephone: (303) 866-3867
Fax: (303) 866-5691

Email: anne.botterud@state.co.us



mailto:anne.botterud@state.co,us

DATED this 9\7%day of May 2005.

-

FOR MATRIX TELECOM, INC.:

By:
- Dennis Smith
President
Matrix Telecom, Inc.
300°N. Meridian, Ste. 200N
Oklahoma City, OK 73107
405/717-9600

FOR STAFF OF THE COLORADO
PUBLIC UTILITIES COMMISSION:

o L)

Gerald Enright
Rate/Financial Analyst v
1580 Logan Street, OL1
Denver CO 80203
Telephone: 303-894-2911
Fax: 303-894-2813
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APPROVED AS TO FORM

By: _
Greg Taylor
General Counsel
Matrix Telecom, Inc.
300 N. Meridian, Ste. 200N
Oklahoma City, OK 73 107
405/717-9612

APPROVED AS TO FORM

oy Hnue & Epthez A

ANNE K. BOTTERUD, 20726*
Assistant Attorney General
Business and Licensing Section
Attorneys for Staff of the Public
Utilities Commission

1525 Sherman Street, 5™ Floor
Denver, Colorado 80203
Telephone: (303) 866-3867

Fax: (303) 866-5691

Email: anne.botterud@state.co.us
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Estimated Number of Access Lines: 500
Average Revenue per access line per month *$ 25.00 Monthly Revenue per access line

Fixed Utilities Fund (FUF): 1.466% of Intrastate revenues

911 Fund: $0.50 per line per month .

Colorado High Cost Support Mechanism (CHCSM) 2% of revenues

Low Income Fund: $.12 per line per month

TRS Relay Fund: $.06 per line per month

PUC Administrative Costs- In the event CLEC does not perform customer transition: oblxgatlons _
calculated at $1.44 per customer.

Prepayments- assume each customer prepays one month of serwce(($25X1)X5OO customers)
Customer deposits- assume 10% of retail customers will need to place a 2 month deposit of $50
Wholesale Supplier Obligation is to cover payment obligations if a Provider curtails and or
discontinues service and the Commission orders the underlying wholesale provider.to continue service
until customers are transitioned to other providers. It is calculated as the product of two months of retail
service ($50) and the number of lines provided by the wholesale provider(s).

Number of Lines: ' 500 % of Total
Annual Revenues: $ 150,000

FUF s 2199 4%
911 : 3000 6%
CHCSM 3000 6%
Low Income - . 720 1%
TRS Fund - 360 1%
PUC Administrative Costs ' 721 1%
Customer deposits ‘ 2500 5%
Customer Prepayments . 12500 25%
Wholesale Supplier Obligation 25000 50%

Total Deposit/Bond Requirement  $ - :50,000 100%
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