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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
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY TO PROVIDE LOCAL

Y Q
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,

Oklahoma.

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. Staff timely filed its Notice of Intervention in this matter on May 4, 2005. Staffis

the only intervenor in this Docket.

4. On May 24, 2005, Matrix filed an Améndment/Supplement to its Application.
The Amendment adds a request for a Letter of Registration foprovide emerging competitive

“telecommunications services.
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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 shall maintain a surety bond

7N

(bond) for a period of three (3) years froﬁx the date its initial tariff to provide regulated
telecommunicatic;ns service to aﬁy custorﬁer under the CPCN approved in this Docket becomes
effective. Matrix shall file with the Cbmnﬁssion a verified statement within fifteen (15) days of 4-
the effective ,date of the Commission’s Decision iﬁ this Docket, signéd by an officer of Matrix,

. statiﬁg the effective date of the bond, the amount of the boﬁd that has been issued and the term of
N thé bond. Matrix shall attach proof of issuancé, term, and the aﬁoﬁnt Qf the bond from the iséuer
to the Veriﬁed statement. .The beneficiary of :the bdnd shall be the Colorado Public ,Utilities |

Commission.

7. Initially, the bond shall 1be 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 bohd is attached to thjs Stipulation as Exhibit A and incorporated herein.
8. The issuer of the bond shall be rated “Secure” by A.M. Best Company, Inc. - .

' 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 'Commvission that clearly shows the

number of revenue producing lines and the recalculated amount of the bond that will be requiréd, |

! 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't:emiﬂi)f 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‘tlie year that Matrix offers regulated telecommimications services to
its customers pursuant to its effective tariff, Matrix shall file a report with the Commission no
later than Dece;inber 31of eé,ch year that the bond is required. T}ie report shall include the total.
'nuniber of revenue pioducing lines .for the six (6) nionths preceding the‘ date of the report; ény
change in the number of revenue producirig lines for the six (6) months preceding the date of the

report, the amount of the existing bond, and any recalculation of the amount of the bond that may

be required.

- 11.  Byno latér than August.3'1 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 Comrriission a verified staiement confirming that the bbnd haé been issued for the
required amount and include the new term of the bond. Proof of issuance, tei'm, and the amount

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

12.  Anincrease in the amount of the bond will not be required unless the -

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

" equivalent shall be made pursuarit to Federal Communication Commission Form 477, “Instructions for the Local
- Competition and Broadband Reporting Form.” ' '
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13, The monies from the bonci shaill be disbursed as set forth in this paragraph.
Disbursement shall be made on a percentaigé basis, as sét forth m Exhibit A. Disbursement of
| the bb‘nd shall b'e made as described belov&i:

a. "'l“o fui1ds mandated bif 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 peridei(s), ’speciﬁcally fbr services
provide& to Matrix for Whichipayment has not yet been received on undisputed amounté ;

“and for the wholesale telecommunications pi'ovider’s costs of providing notice to
customers if Matrix fails to do so due to Matri_x’s discpntinuanqe of providing service,
_ after verification of thdse.coéts by Staff.
| c. *  Torefund customer deposits and prepayments fc')r telecommunications
services not yet received in the eveni that Maﬁix discontinues service to its customers.
Upoil attestation by an officer of Matrix that all refunds owed to customers for payment
for services not yet received has been rendered and the disbursemént of the funds to éill
other parties has been completed, the Commissién shall disburse to Matﬁx any remaining
_ proceei_is from t}ie bond up to the émo‘unt of the refunds Matri)i issued to customers.
| d. For Commissioh—iiicurred costs for items inchiciing, but not limited to,
‘notices mailed by the Commission or the designated default iarovider if Matrix
discontinues service arid fails. t_o mail notice to customers, as required by 4 Ci)dé of
Colorado Regulations (CCR) 723-25-7.4 through 8; ainy Commiséioxi—incurred costs
-associated with the tiarisitionirig of customers to ano'ther provider; and any Commission-

incurred bankruptcy court costs.
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14. At any time any portion of the bond is disbursed, Matrix shall obtain an addition

to the current bond for the amount required based oﬁ 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 by more than thirty (30) déys) remittance or failure 1;0
remit ﬁayments to statutory funds (iﬁcluding the Colorado High Cost Sﬁpport
- Mechanism, the Low Income Telephone Assistance Pfogram, the Fixed Utilities Fund, 9-
1-1, and the Telecommuﬁicaﬁons Relay Service); ﬁntimély remittance or failure to
submit undisputed payments to _wholesale providers; untimely payment or failure tb pay
any refunds, credits or deposits owed to‘ customers; and -
- b. | Untimely filing or fa.ilﬁfe to file Commission-reciuired reports including,
but not h'm_ited té: annual réports; line count reiaoft When the numbe.x" of revenue-
produciﬁg linés éxceeds.'one thoﬁsand (i,dOO) for the ﬁfst tirrie; verified annual
 statements of line counts and bond amounts; Veriﬁéd statements of bond renev(iél or
modification; and Vi.olation of any Commission.mlés.
16. Ogcurfence’ of any of thé 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,
l;ond is in default, if payment shotld be made t§ the beneﬁciéry and disbursed as set forth in

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

17. Matrix agre_eé that it will nét aiécontinue service to customers for any reaéén
unless the Commissioh has granted its application to d_i‘s.continue pufsuant'to'4 CCR 723-25-7
(Rule 7). For so long as Matrix isv Qb}igated to pfoyide the bond, in th‘e. event that Mé.trix files én
appiicatioﬁ pursuant to Rule 7, Matrix shall file with the Commissibn, and sefve a cépy» on Stéff, :

 the following: (a) the number of business and resideﬁtial 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 ahd/qr services

affected by such discontinuance.

18.  Matrix expressly acknowledge.s that, m accordance with Section 40-5-105, CR.S.
(2004), as amended, it cannot sell; aséigﬁ, or otherwise transfér its Col_orado assets that are used
© - in thé provision of regulated' telecqmmﬁnications services, including, without limitation, Billir'lg
Account Numbers, customers, Interconnection Agreements, and its CPCN , without ﬁrst having

obtained Commission approval.

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

circumstances Matrix shall provide thirty (30) days notice.

20. | Matrix shéll. file a report with the Cozﬁmission in.wr.iting within ten (10) calendar
days of any of the following events:

a. : Assessmﬂent of civil pénalties by any court or regulatory body;

b. As.sessm'ent of criminal penalties by any court or- regulatory body; |

c. Injunctive. reliéf awarded by any court or regulatory body;

d. - Any corrective action taken by any cc;urt or regulatory body;

e Any refund of more thaﬁ one hundxed dollars ($100) in ahy individual '

case, or any refund of two hundred ﬁfty dollars ($250) 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 disciplinaryproceedings by any court or regulatory bédy,
including proceedings to limit or to place réstrictions on any authority to opérate- a CPCN
or offer ény 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 any. 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 ,the'terms
outlined iﬁ this Stipula,tio,n. énd failing to timely report to the Cominission any events set forth in |
Paragraph 20 above, Staff shall cOﬁsider'Manix to have breached this Stipulatiqn. In that event,
Staff may request that 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. Furthe-rmore,‘ this Stipulation does not constitute agreernent,
'by any Party, that any pnnc1p1e or methodolo gy contained within th1s Stlpulatlon may be
applied to any situation other than the above- captroned cases. No precedentlal effect or other
significance, except as may ‘be necessary to enforce this Stipulation ora Commission order

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

Stipulation.

23.  This Stipulation shall not becorne effective until the Cornmission issues. a final
order approving the Stipnlation, which order does not contain any modification of the terrns
_and co.nditions‘ of this Stipulation that is unacceptable to the ‘P.arties hereto. In the event the
Commission modifies this .Stipulation in a manner unacceptable to either Party, that Party shall
have the right to withdraw from this Stipulation a_nd 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
‘schednle.A The withdrawing Party shall notify the Commission and the other Party to this
A Stipulation in WritingA within ten (10) days of the date of the Commission order that the Par.ty lis
withdrawing from the Strpulatlon (N otice). A Party who properly serves a Notice shall have

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

agreeing to this Stipulation.

24. In the event this Stipulation is not approved, or is approved with conditions that
are unacceptable to any Party who subsequently withdraws, the negotratrons or dlscussmns
undertaken in conJunctlon with the Stipulation shall not be adm1ss1b1e into evidence in this or
any other proceeding.’ Moreover in such an event, except as may be specrﬁcally protfrded for
herem neither anythmg sald adrmtted or acknowledged in the negotlatrons leading up to the .‘

execution of this Stipulation, nor the settlernent terms and conditions contained herein, nor the .
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DATED this day of May 2005.

FOR MATRIX TELECOM, INC.:

By: %,’&a_—————

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:

By:

Gerald Enmight
Rate/Finatcial Analyst IV
1580 Logan Street, OL1
Denver CO 80203
Telephone: 303-894-2911
Fax: 303-894-2813
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APPIﬁS: 68)/ To%op :
By: _ . &

Greg Taylor

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 Attorney General
Business and Licensing Section
Attorneys for Staif 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



DATED this 9\7+kday 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:

JMQQW

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 73107
405/7 17-9612

APPROVED AS TO FORM

By 44”%2/!4%%

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. hne 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

ow 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 obllgatlons _
calculated at $1.44 per customer.
Prepayments- assume each customer prepays one month of serwce(($25X1)X500 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%
TRSFund - 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%



