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Decision 98-03-067 March 26,1998 -
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORN!A

lnveshgalion on the Commissuon s own molion into . Sy ,“
the operations, practices, and conduct of Inter 7 M . r] [’lu—;
Continental Telephone Corporation, to determine ~ | uLJU '
‘whether the ¢company has complied with the laws,
rules, regulahons, and apphcable tariff provisions - 1 97-01-011
goveming the manner in which California consumers |~ (Filed Januaty 13, 1997)
are switched from one long-distance carrier to o '-
another, and othér requirements for long distance
‘carriers. '

OPINION

3ummary v
This order approves the settlemeént agreement between Commlss:on s Consumer

Services Division and Inter Continental Telephone Corporation (ICT).! The settlement
agreement provides for restitution to California consumers using a novel distribution

methodology and removes ICT from the California long distance market for no less

than three years.

Procedural Background
On january 13, 1997, the Commission initiated an investigation of ICT in

response to allegations by its staff that ICT had transferred approximately 66,700
customers from their long distance carrier of choice to ICT’s service. Inter Continental
Telephone Corporation, 1.97-01-011. If proven by staff, such actions would violate
Public Utilities (PU) Code Section 2889.5, the “anti-slamming” statute.

'“ICT” includes these affiliated corporations and individual: CTN Telephone Network,
Intemational Telecommunications Corporation, doing business as Total Communications
Network, and Donald Blakstad.
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On April 3, 1997, the assigned Administrative Law Judge (AL]) convened a
prehearing conference to set the procedural échedule for the investigation. At the
prehearing conference (PHC), the parties indicated that they were beginning settlement
negotiations and were . oplimistic about the préspects for a settlement agreement. The
respondent also mchéated that it was no longer marketing to California consumers and,
by letter, stated that it would not transfer any customersto its service without gwmg
the Commission 14 days notice of its intentlon to do so.

At the request of the’ partnes, thé Chief AL] appointed AL] Robert Ramsey to act
- as mediator in the parties’ negotiations. Under_ AL) Ramsey’s guidance, the mediation -

was successful, resulting in the parties reaching agreement as to principles.
On November 1, 1997, the assigned ALJ held a second PHC to obtain a status
report on the parties’ progtess towards a final agtcement. The parties stated that such

an agreement was imminent and indeed filed the Final Settlement Agreement on
December 22, 1997. That Agreement is Attachment 1 to this decision.

Descrtptlo_n of the Settlement Agreement
The major provisions of the settlement agreement are:

I. ITC shall make restitution to the consumers who allege that they were
" transferred to 1TC's service without their authorization. The process

by which this restitution will be paid is unique to this settlement
agreement. Customers will be notified of their option to receive a full
refund of all money paid to ITC. Customers choosing this oplion will
receive a full refund of all amounts paid to 1TC, less any credits
alteady provided. The minimum restitution amount will be
$547,246.31. If this program does not generate sufficient consumer
requests for the minimum amount, then the difference between the
amount requested and the minimum amount shall be shared by all
customers who did not request a full refund, Any unclaimed funds
will be deposited by ITC in the State of California’s General Fund.

. 1TC shall not market to California consumers and it shall withdraw its
Certificates of Public Convenience and Necessity no later than 6
months after the effective date of the agreement.
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3. ITC shall not reapply for a Cerllflcale of Public Convenlence and
Necessity until three years have elapsed from the effechve date of the
order

4. ITCwill pay $100,000 for consumer advisories to be pubhshed in major
newspapers in California.

DiscussIOn o
' Commnssmm s Rules of Prachce and Proéedure 51(0) requ:res that settlement

' .ragreements be (1) reaSOnable in hght of the whole tecord, (2) comxstent wnth the law,
and 3) in the public mterest tobe approved by the Commissmn
oA ‘Reasonable in | ighl of lhe Whole Record

The re<:ord in thxs case re\.'eals that (CT has been allegéd to have .
' v:o]ated PU Code ' 2889 5 on a wndespread basis. Such allegalions, if proven,
- harm not Only the customers 'right to choose their long dlstance carrier but also ,
damage the compehm'e market for mterexchange cariers thréugh unfair

COm petmOn

The level of restitution paid by ITC, allhough pursuant toa novd

methociOIOgy, is consistent wlth those approved by the Commission in other -
similar ¢ases. This restitution will also allow ¢ustomers to rétrieve all sums paid
to ITC, where it was not their carrier of cholce.

Moreover, 1TC will be removed from the California marketplace f0r no
less than three years. ‘

The funds for ITC’s Testitution will be secured by a security agreement
and UCC-1 Financing Statement

‘The burdens on 1TC reasonably address the harms to which lhlS
proceedmg was directed. ITC will comply with applicable statutes and
regulations during the winding down of its operations. In this way, customers
and competitors aiike_ will no tonger be threatened with unauthorized PIC
changes by ITC. Consumérs which have alleged unauthorized transfer will be
fully ¢compensated for all funds paid to ITC.
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The settlement agreement will also serve an important public
education function in providing publi¢ advisories regarding unauthorized
carrier changes. |

b. Consistent with the Law

None of the actions required by the settlement agreement are in
violation of any statute or Commission rute or regulation.

¢, In the Public Interest

The Commission is responsible for ensuring that the public is

protected from unscrupulous practices by interexchange carriers. As the -iletai’led ,
~ settlement agreement reveals, sighificant mdhetafy sanctions which will remove

all beneﬁts from any unauthorized transfer will be imposed on ITC for past acts

and it will be removed from the California market for no less than three years

The setﬂement a greement will also protect other members of the public by

provldmg information about unauthorized transfers.

For these reasons, the Commission f inds that the settlement agreemenl is
reasonable in li ght of the whole record, is consistent with the law, and is in the publi¢
interest. The agreement is approved pursuant to Rules 51 through 51.10 of the
Commnssxon s Rules of Practice and Procedure. (See also San Diego Gas & Electric, 46
CPUC2d 538 (1992)(rules for all-party setilements).)

Findings of Fact
1. The Commission opened this investigation on January 13, 1997,

2. The parties filed a proposed settlement agreement on December 24, 1997,

3. The settlement agreement resolves all matters relating to this proceeding.

Concluslons of Law
1. The settlement agreement is reasonable in light of the whole record, is consistent

with the law, and is in the public interest.
2. The settlement agreement should be approved.
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ORDER
Thercfore, lT IS ORDERBD that ,
1. The settlemeit agreement affixed hercto as Appendnx Aand made a part hereof

is approved, and the parties are dlrected to comply with the ternis set forth in the

settlement agzeement _
2. This procéedmg is closed
This order is effectwe today. :
Dated March 26, 1998 at San Francnsco, Cahfomia

RICHARD A. BILAS
: . President
P. GREGORY CONLON
JESSIE J. KNIGHT, JR.
. HENRY M. DUQUE .
~ JOSIAH L. NEEPER -
Commissioners
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commission’s own motion into
the operations, practices, and conduct of Inter
Continental Telephone Corporation, to detérmine
whethet the ¢company has complied with the laws, - 1 9’7.0‘.0”

rules, tegulations and applicable tanff provisions (Filed Januar 13, 1997
goveming the manner in which California consumets ay 1 )
are switched from one IOng distance carrier to
another, and othet fequirements for long distance
carriers.

SETTLEMENT AGREEMENT

This Semement Agreement is the fina} and complete exptession of the agreement
entered into as of the 28* day of August 1997, by and between the California Public Utilities
Commission (“CPUC” or “the Commission™) Consumer Seérvices Division (“CSD" or “Staff") and
Inter Continental Telephone Corporation (“ICT”), CTN Telephone Network (“CTN™),
Intemational Telecommunitations Corporation, doing business as (dba) Total Communications
Network (“TCN™), Donald Blakstad, predecessors and successors in intetest, which, collectively,
are the “Parties” to this Agxeement ICT, CTN, TCN and Donald Blakstad are referred to

collectively as “Respondents.”

WHEREAS, the Commission has before it a proceeding entitled, “lnvestigation on
the Commission’s 0wn motion into the operations, practices, and conduct of Inter Continenta)
Telephone Corporation, to detérmine whether the « <company has cOmphed with the laws, rules,
regulations and applicable tanff provisions goveming the manner in which California consumers
are switched from one long-distance carrier to another, and other requirements for long distance
cammiers,” (hereinafter “Proceeding No. 1.97.01.011"),

WHEREAS, this Agreement addresses CSD’s investigation of [CT, CTN, TCN
and Donald Blakstad related to possible violation of statutes and regu!atmns regarding
unauthorized switching of California consumers from one long-distance carrier to anothét (and
other requ:rements fot long distance carviers) during the calendar years 1994, 1995 and 1996, as -
described in public ﬁlmgs in Proceeding No 1.97.01-011.

WHEREAS, Respondents warrant that ICT voluntarily ceased actively marketing _
its long distance telephone services to California consumers on or befote Dec¢ember 31, 1996, and
blocked any ¢consumer-initiated PIC change 1o ICT after December 31, 1996;

WHEREAS,'ReSpdndencs warrant that CTN and TCN have never marketed or
provided long distance telephone services to California ¢onsumers;

LD ARG BT A Y
100318152104




1.97-01-011 AL})/MAB/rmn APPENDIX A

WHEREAS, Respondents warrant that Donald Blakstad has never held a
ten percent or greater ownership intecest in any fong distance telephone service provider holding a
Certificate of Public Convenience and Necessity other than ICT, CTN and TCN;

\WHEREAS, the Parties agree that this Agreement does not constitute evidence, or
an admission by any Party with respect to any issue of fact or law arising from or telated to
Proceeding No. 1.97-01-011.

WHEREAS, the Parties dispute their respective rights and liabilities arising out of
or relating to Proceeding No. 1.97-01-011, and now mutually desire to reach a full and final
compromise of all claims cegarding the above controversy and all other potential controversies
refated in any way to Proceeding No. 1.97-01-011, and further wish to avoid the delay, expense,
uncertainty and inconvenience of protracted litigation of these claims;

- WHEREFORE, in consideration of the mutual covenants, promises and warranties
“set forth herein, the Parties agree and contract as follows:

L. Definitions.

Unless the context otherwise indicates, whenever used in this Settlement
~Agreement, the following terms will have the meaning ascribed heréto in this section as follows:

a. “Additional Restitution Program” is the program under which ICT may be

ordered to pay restitution over and above the amounts paid in the “Full Restitution Program” and
the “Supplemental Restitution Program,” as set forth more fully in paragraph 7.d. below.

b. "Credits” include all of the following amounts: (1) any sum ICT paid to a
PIC Dispute Consumer ot ¢redited to a PIC Dispute Consumer’s LEC account between
January 1, 1994, and June 30, 1997; (2) a bad debt allowance or ac¢ounting write-off of amounts
ICT billed to its PIC Dispute Consumers in the stipulated sum of $200,000; and (3) all sums ICT
paid to the PIC Dispute Consumers under the “Full Restitution Program,” in accordance with
paragraph 7.a. below, except checks mailed under the “Full Restitution Program,” which are
returned in the mail with no forwarding address or which otherwise remain uncashed 60 days after
the date ofissuance. Returned and uncashed checks issued under the “Full Restitution Program”
shall not be included as “Credits.” The Pasties agree that the total amount of Credits ICT paid to
PIC Dispute Consumers or credited to PIC Dispute Consumers' LEC accounts between
January 1, 1994, and June 30, 1997, is the sum of $588,973.69.

c. The “Effective Date of the Seltlement” is the date on which the
Conmunission adopts this Seltlement Agreement.

| d “Full Restitution Program™ is the program under which ICT will offer each
PIC Dispute Consumer a full refund of money paid to ICT, as set forth more fully in
paragraph 7.a. below.

c. “LEC" is the loca) exchange carrier.

SOr10833912
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: - £ The "Maximutn Amount of Restitution” is the maximum aggregate amoum
ICT may be required to pay the PIC Dispute Consumers in accordance with the restitution
provisions set forth in paragraph 7.2. and 7.b. below. This “Maximum Amount of Restitution™ is -
ti-e amount of money ICT (ecewed from the PIC Dispute Consumers, less Credlts

g The “\ﬁmmum Rest:muon Amount” is the minimum aggregate ambunt
CT will pay th: PIC Dispute Consumers ot on their behalf in accordance with the testitution
- provisions set forth in paragraph 7.a. and 7.b. below. This “Minimum Amoudt of Restitution” is -
calculatéd by mu!tsplymg the numbet of PIC Disputes times $20 per PIC Dispute, and subtractmg
from that sum all Credits, as defined in paragraph 1.b. above. The Mxrumum Amount of
Restitutionis $547,246.31, which is caléulated as follows

66,81 ] “PIC D:sputes
X $2000 Per PIC Dispute
- $1,336,220.00 Restitution Beforé Credits
- - 200,000.00 Less Bad Debt Allowance -
: 588,97369 - Less Credits Paid to PIC Dispute Consumets
$547,24631 . Minimum Amount ofRestntutmn

h “PIC" is thé primary mterexchange camer

i. “PIC D:spute" is a PIC change from ICT, wtuch Pacific Bell teportedasa

Code 2229 during the penod between January 1, 1994, through March 31, 1997, inclusive. The
Parties agree that the total number of PIC D:Sputes for ICT between January 1, 1994 and
March 31, 1997, is 66,811.

S “PIC Dispute Consumer™ is any ICT ¢onsumer whose PIC change to ICT
Pacific Bell reported as a Code 2229 (i.e., “PIC Dispute”) during the period between JanuAr)' 1,
1994, through March 31, 1997, inclusive. The Parties shall have the opportunity 16 teview and
audit any list of PIC Dispute Consumers before agreeing upon the final list for purposes of this
Settlement Agreement An audit shall include one or more meetings with appropriate
representam es of Pacific Bell tegarding the list of PIC Dispute Consumers.

k. "Supplementa! Restitution Peogram” is the program under which ICT will
pay the remaining pomon of the “Minimum Restitution Amount” if the “Full Restitution
Program" does not result in payment of the “Minimum Restitution Amount,” as set forth more
fully in paragraph 7.b. below.

2. Voluntary Cessation of Markeling to California Consumers.

Respondeats shall not market tong distance telephone services to California
consumers undef their current CPUC Certificates of Public Convenience and Necessity.
Respondents shall block any consumet-initiated PIC changes to ICT, CTN of TCN. The
provisions of this paragraph shall be effective until the withdrawals of the Centificates of Public
Convenience and Necessity are accomplished under paragraph 4.

s> 11083)9.08
10018151
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- Compliance with California Law and the Commission's Rules, Requlations and

Orders.

Aﬁer the Eﬁ‘ectwe Date of the Senlement and to the extent any of the
Respondents seérve California consumets pursuant to any teapplication for Certificates of Public
Convenience and Necessity, Respondents shall comply fully with California faw and the
Commission's ru!es  tegulations and orders. Respondents shall not engage in deceptive practices
or conduct, mcludmg but not hrmted to, untrue or deCepuver Lm.omplete representauons about

savings.

B Voluntarv Wthd;awal ofgemﬁcates gf Pubhc Converuence and Necessugz

= . Onor bet‘oré June 1, 1998 or $ix momhs after the Eﬁ‘edwe Date of the -
- Settlement, whichever is later, RespOndents shall withdraw their Certificates of Public
Convenience and Necessity. Long distance service 1o any remaining California customers of
Respondents shaIl be temunated on of before such date.

The Pames undcrstand that management of CTN andlor TCN presently
contemplates possible sale of all or a substantial portion of the currerit dwnership interest in the
~ company(ies) to an unrelated thicd party. in the event such a sale is proposed, CTN and/or TCN
may file 2 motion to seek relief from any order tequiring the voluntary withdrawal of CTN's
and/or TCN's Certificates of Publi¢ Convenience and Necessity. CSD reserves its fight to oppase
or othemse address any such motion on its merits after the motion is filed.

5. Rgbphc‘auon fot Centificates of Publi¢ Convenience and Necessity.

ICT, CTN and/or TCN shall not reapply for CPUC Cenrtificate(s) of Public
Convenience and Necessity until three years after the Effective Date of the Settlement. Asa
condition of reapplication, the applicant agrees to provide the Commission with such information
as the Commission requests, including information regardmg the applicant’s Certificates of Public
Convenience and Necessity and enforcement actions in other jurisdictions. No company in which
Donald Blakstad holds a 10 percent or greater ownership interest shall apply for a CPUC
Certificate of Public Convenience and Necessity to provide long distance telephone service until
three years after the Effective Date of the Settlement.

6. Termination of ICT’s Long Distance Senvice for California Consumers.

ICT shall be allowed up to and including June 1, 1998, or six months after the
Effective Date of the Settlement, whichever is later, 0 terminate all its long distance telephone
services for California ¢onsumers. No later than Febmary 28, 1998, or the end of the third month
after the Effective Date of the Settlement, whichever is later, ICT shall cause to be deliveced to its
existing California consumers a notice in the form attached here as Exhidit A, advising theim of the
need to select another long distance te!cphOne service provider bécause ICT will discontinue
providing long distance telephone service to California consumers. No later than April 30, 1998,
or the end of the fifth month after the Effective Date of the Setilement, whichever is later, ICT
shall cause to be delivered to its existing California consumers a second notice in the form

SOMICENIN
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attached here as Exhibit B, advising them of the néed to select another tong distance telephone
service provider because ICT will discontinue providing long distance service to California
consumers. The first and second notice will provide the existing [CT consumers in California the
opportunity to select another long distance telephone service provider of the ¢consumer’s choice.
All PIC changes for existing ICT consumers in California will comply with Public Utilities Code
section 2889.5. No later than Jurie 1, 1998, ot six months after the Effective Date of the
Seitlement, whichever is later, ICT shall cease providing long distance telephone service to any
remaining ICT ¢onsumers.

7. Restitution t6 ICT Consumers Identified s PIC Disputes.

_ ICT shall pay festitution to the PIC Dispute Corisurners in accordance with the
programs and procedures discussed below. Refund checks shall be valid for 60 days after the date
of issuance and shall prominently display, on the front side, notice that the checks are fegotiable

 for only 60 days from the date of the check. At ICT’s sole cost and éxpense, CSD (orits
desiznee) shall promptly send any and all restitution checks to the proper PIC Dispute Consumers
via the United States Postal Service. AtICT's sole ¢ost and expense, ICT shall provide
appropriate personnel necessary 16 accomplish mailing the restitution checks. CSD may include
with the restitution checks, at CSD's sole ¢ost and expense, an explanatory letter from CSD's
director in the form attached here as Exhibit C. :

Before ICT's inital mai'ling to the PIC Dispute Consumets, ICT shall obtain from

Pacific Bell, at ICT’s sole ¢ost and expense, available current address information for the PIC
Dispute Consumers. ICT shall ditect all mailings t6 the PIC Dispute Consumers to the current
address oblained from Pacifi¢ Bell ot, if the ¢urrent address is unavailable, to the last known
address in IC1’s records. ICT shall not sell or distribute the PIC Dispute Consumer names,
addresses or telephone numbers or otherwise use such information for any purpose, including
marketing, other than to effectuate refunds unde the restitution programs.

The Parties agree to modify the dates and deadlines for the Full Restitution
Program (as set forth in paragraph 7.2 below) and the Supplemental Restitution Program (as set
forth in paragraph 7.b. below), if such modification is necessary to obtain additional information
from third paniies, including, but not limited to, Pacific Bell. Any unresolved disagreement on
modification of the dates and deadlines for the Full Restitution Program and the Supplemental
Restitution Program shall be submitted by motion t6 Administrative Law Judge Maribeth A.
Bushey for resolution.

At CSD’s request and upon reasonable written notice, ICT shall make available to
CSD accurate and timely reporting as to the status and progress of its restitution programs,
including aggregate refund information, as well as the name, address, telephone number and
refund amounts for each PIC Dispute Consumer At CSD's request and upon five days' written
notice, ICT shall make available to C3D for inspection all documents and records relating to the
restitution programs, including, but not limited 15, retumed posteards and cashed and uncashed
checks.

SO0
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a. . Full Restitution Ptogram. Undeér the Ful_l Restitution Program, no later
than 30 days after the Effective Date of the Settlement, ICT shall send to each PIC Dispute
Consumer (via the United States Postal Service) a lettet, in the form attached here as Exhibit D.
The letter will contain a postage-paid return posteard, in the form attached hereto as Exhibit E,
which the PIC Dispute Consumer may use to request a full refund of money the PIC Dispute
Consumer paid to ICT. Ifhe of she decides to seek a refund under the Full Restitution Program,
the PIC Dispute Consumer shall cause the completed postage-paid return postéard to be delivered
to ICT no later than 60 days after the Effective Date of the Settlement. For each PIC Dispute |
Consumer who requests a full tefund, within 60 days after receipt of the completed retum
posteard, ICT shalt provide CSD a check payable t6 the PIC Dispute Consumet in the full amount
the PIC Dispute Consumer paid to ICT, less any refund amount ICT previously paid to the PIC
Dispute Consumer or credited to the PIC Dispute Consumer's LEC ac¢ount. Regardless of the
PIC Dispute Consumer's complaint about ICT, ICT shall have no discretion to decide whether the
PIC Dispute Consumer"s complaint is sufficient for a cefund. If the PIC Dispute Consummer
requests a refund and identifies some complaint, he ot she will be entitled t6 a refund. Undec the
Full Restitution Program, refunds to the PIC Dispute Consumers shall be payable only for the
amounts the PIC Dispute Consumers actually paid to ICT. In the event ICT previously made a
full tefund to the PIC Dispute Contumeér, within 60 days after receipt of the completed tetum
postcatd, ICT will send (via the United States Posta) Service) a letter explaining that ICT had
previously paid a full refund o the PIC Dispute Consumet.

. b.  Supplemental Restitution Program: In the event the Full Restitution
Program does not result in payment of the Minimum Restitution Amount, within 210 days after
the Effective Date of the Settlement or within 30 days after all ¢hecks issued under the Full
Restitution Program have expited, whichever is later, [CT shall provide CSD restitution checks
payable to each PIC Dispute Consumer, who did not receive a full refund, in an amount
reptesenting an equal share of the remaining Minimum Restitution Amount, provided that each
such restitution ¢heck is in the amount of $5.00 or more. PIC Dispute Consumers who did not
pay their LEC bill(s) or did not cash their Full Restitution Program tefund checks shall be
included in the group for payment under the Supplemental Restitution Program. Nevertheless,
ICT shall not include in the group for payment under the Supplementat Restitution Program any
PIC Dispute Consumer for whom [CT received undeliverable mail under the Full Restitution
Program. If any checks issued under the Supplemental Restitution Program are not cashed by a
PIC Dispute Consumer, within 30 days after all checks have expired, [CT will pay this remaining
amount to the State of California General Fund or such other fund s agreed to by the Parties [f
the individual refund checks under the Supplemental Restitution Program would be in an amount
less than $5.00, ICT shall not deliver individual Supplemental Restitution Program checks to CSD
and shall instead deliver to CSD a single check for the remaining Minimum Restitution Amount
payable to the State of California General Fund ot such other fund as agreed to by the Parties.
Should payment of the remaining Minimum Restitution Amount be by a single check to the ‘
District Attomey Consumer Education Fund, such payment shall be made on ot before 210 days
after the Effective Date of the Settlement or within 30 days after all checks issued under the Full
Restitution Program have expired, whichever is later. Any payments to the State of California
Geaeral Fund (or such other fund as agreed to by the Parties) shall be on behalf of and for the
benefit of the general public.

SO101339.02
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¢. - Public Eduéation Reshrutmn Program In addition to amounts paid urder
the Full Restitution Program and the Supplemental Reéstitution Program, {CT shall pay the sum of
$100,000 for consumer advis6ries to be pudlished in major newspapers in the State of California,
including the Wall Street Journal, California edition. CSD, in its sole discretion, shall be
responsidle for the content, timing and placement of such consumer advisories, but such consumer
advisories shall not identify ICT, CTN, TCN 6t Donald Blakstad by name. CSD shall direct ICT
either to pay the newspapers directly for the consumer advisories of to pay the Comrmission for
the cost of the ¢consuimeér advisories.

'd Additional Restitution Prggl_' In the event ofa material breach of this
Settlement Agreemem by ICT, CSD may move the Adrmmsuatlve Law Judge to impose upon
ICT an additional restitution payment in 4n amount up t6 $900,000. ICT shall be afforded
adequate notice and an opportunity to heard in opposition to such motion. The Administrative
Law Judge shall determine whether ICT committed a material breach of the Settlement
Agreement and what amount of additional restitution, if 2 any, should be paid, up to $900,000. The
Adnumstrame Law Judge shail deterrmne the manner and timing of such additional restitution
payment If CSD has not moved to impose upon ICT any additiona) festitution payment before
the time ICT complétes its final payment undét this Settlement Agreement, completes restitution
to the PIC Dispute Consumers and withdraws its Certificate of Public Convénience and Necessity, -
CSD shall not seek any payment from [CT under the Additional Restitution Program  The Parties
agtee that the Additional Restitution Program does not pmnde the exclusive remedy avaitable to
CSD if ICT of its affiliates violate the térms of this Agreement. Among other remedies, CSD may

seék to revoke ICT’s Certificate of Public Conveniénce and Necessity.

8. Secunty for Payments.

Contemporaneously with executing this Settlement Agreement, ICT shall sign a
Secunty Agreement and UCC-1 Financing Statément, in the forms attached hereto as Exhibits F
and G, respectively, which shall grant the Commission a security interest in ICT's accounts
receivable as of August 28, 1997, in an amount equal to the Minimum Restitution Amount.

9. Joint Motion for Apptoval of Settlement.

The Parties understand that CSD and the Commission may lack the power to
prohibit consumers or other public agencies from pursuing their own claims, if any, against ICT in
the courts or elsewhere. The Parties further understand that this setilement ia no way affects any
other cases or the jurisdiction of any céurt. Respondents agree that they will not seek the
dismissal of any ¢ivil or eriminal action filed against any of the Respondents 6n the ground that
the Commission has primary jurisdiction over the issue of unauthorized PIC changeés. Nothing in
this paragraph shall prevent Respondents from seeking the dismissal of any ¢ivil or criminal action
filed against any of the Respondents on the ground that ICT has offered to pay full restitution to
all of the PIC Dispute Consumers and/or has paid full or partial restitution to each of the PIC
Dispute Consumets ot on their behalf, The Parties agree that this Settlement Agreement is
designed to resolve, as much as practical, all alleged slammmg claims brought by the public -
against ICT. CSD agrees the restitution amounts provided in paragraph 7.a. and 7.b. above are
fair and sufficient to resolve issues raised in the Order Instituting Investigation and supponting

SDA1108332.12
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declarations in Proceeding No. 1.97-01-011. For and in consideration of the provisions of this
Setilement Agreement, the Parties hereby agree to file a joint motion for approval of the
settlement in Proceeding No: 1.97-01-011. CSD hereby agtees to use its best efforts to seek
approval of this Settlement Agreement as a fait tesolution of any ¢laims on behalf of all affected
rate payess in the State of California and on behalf of membéts of the general pubtic.

10.  Release.

- Upon withdrawal of the Cetificates of Public Convenience and Necessity pursuant

to paragraph 4 above and payment of all r¢quired restitution amounts pursuant to paragraph 7
above, CSD and the Commission will felease, and will be deemed to have released ICT, CTN,
TCN and Donald Blakstad and their present of former employees, officers, directors,

~ $tockholders, agents, sub-agents, principals, tepresentatives, parent, subsidiaries, successors,
autotneys, and assigns from any and all liabilities, claims and expenses, of any nature whatsoever,
whether known or unknown, foreseen or unforeseen, arising from, relating to, or in any way
connected with, any and all acts, conduct or émissions mentioned or described in papers filed in

Proceeding No. 1.97-01-011, and the discovery related thereto.

: Upon withdrawal of the Certificates of Public Convenience and Necessity pusuant
10 paragraph 4 and payment of all required festitution amounts pursuant to paragraph 7, CSD
agtees to refrain from instituting any administrative or other claim o6f action against ICT, CTN,
TCN and Donald Blakstad, and their present or former employees, officers, directofs,
stockholdets, agents, sub-agents, principals, representatives, parent, subsidiaries, successors, -
attommeys, and assigns, telating to any and all acts, conduct or omissions mentioned or described
in papers filed in Proceeding No. 1.97-01-011, and the discovery related thereto.

11, Waiver of Claims

Withdrawal of the Certificates of Public Convenience and Necessity pursuant to
paragraph 4 and payment of all required restitution 2amaunts pursuant to paragraph 7 is intended
to effect a full and complete telease and discharge of any and all claims CSD and/or the
Comumission may have against ICT, CTN, TCN and Donald Blakstad, and their present or former
employees, officers, directors, stockholders, agents, sub-agents, principals, representatives,
parent, subsidiaries, successors, attomeys, and assigns, based on acts, conduct or omissions
mentioned or described in papers filed in Proceeding No. 1.97.01.011, and the discovery related
thereto.

12. Representations and Wairanties,

The Parties acknowledge and confirm that they have received sufficient
consideration for the settlement set forth in this Agreement, and reptesent and warrant that no
promise ot inducement has been made or offered (o them except as set forth in this Agieement;
that they are executing this Agreement without reliance upon any statement or representation by
any petson of Party released, except as set forth in this Agreentent; that they are legally
competent to make the settlement set forth in this Agreement and to execute this Agreement; that
this Agreement sets forth the entire understanding of the Parties with respect to the terms and
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conditions of their Agreement; that they have not assigned, transferred or conveyed, or purported
to assign, transfer of convey, voluntarily, involuntarily or by operation 6f law; any or all of their
respective rights or claims against the other, that they fully undérstand their right to discuss with
their respective legal counsel any and all aspects of the settlement set forth in this Agreement; that
they have availed themselves of that right to the extent they deem necessary; that they and their
legal counsel carefully have read and fully understand all 6f the provisions of the sertlement set
forth in this Agreement; and that this Agreement cannot b¢ modified except in writing signed by
all Panties to the modification. : '

The Parties acknowledge and stipulate that this Agreement is fair and is not the
result of any fraud, dutess, or undue influence exercised by any Party upon the another Party of
by any other person or persons upon either; that the provisions herein made are adequate,

~ reasonable, and satisfactory to each of them; that they have armived at the compromise that forms
the basis of this Agreement after thorough bargaining, negotiation, and review of the applicable
factual allegations and legal authorities and their setilément tepresents a final and mutually
agreeable compromise of the matters set forth in this Agreement.

13.  Applicable Law.

_ This agreement is to be govemed and construed in accordance with the laws of the
State of California applicable to settlement agreements either entered into of 16 be performed in
the State of California. 7 : ’

14. Press Releases and Media Di—‘sctosure.

CSD agrees not to publicize the settlement (by press teleases or posting
information on any Internet Web page).

15. No Admission.

The giving of the consideration specified herein effects the settlement of
Proceeding No. 1.97-01-011. Neither the giving of said consideration nor anything contained
herein shafl be construed as an admission by ICT, CTN, TCN, Donald Blakstad, their employees,
officers, directors, stockholders, agents, principals, cepresentatives, successors, and attorneys of
the validity of the claims of the CSD and the Commission.

16. Further Assurances and Coopetation.

Thz Parties shall cooperate with one anothet to prepare appropriate
documentation to memoralize and effectuate the terms of this Settlement Agreement. The Parties
shall execute all such further and additional documents as may be reasonably necessary or
appropriate to carry out the provisions of this Settlement Agreement.

_ The Parties shall seek the coopetation of Pacific Bell to enable the Parties to
determinie the number of PIC Disputes, the current addresses for the PIC dispute restitution and
such éther information as may be necessary for computations in connection with this Setilement
Agreement.

SOA1I9AL
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17.  Notice and Demands.

All notices, requests or demands herein provided to be given or made, or which
may be given of made by either Party to the other, shall be given or made only in writing and shall’
be deented to have been duly given: (a) when delivered personally to any Party to this
Agreement; or (b) forty-eight hours after the time the same is deposited in the United States maif
within the State of Catifornia, regular, certified or registered mail, properly addressed, and ‘
postage thereon prepaid, or (¢) whén sent by facsimile transinission to any Party using the
facsimile number for such party set forth below in this section. The proper address to which -
notices, requests or demands may be given or made by either Party shall be the address for either

_party set forth as follows: - -

- Att'n:. Mr. Mike Fuller
701 “B" Stréet, Suite 1450
‘San Diego, CA 92101

Fax No.: (619) 702:$477

Ifto ICT:  Inter Continental Telephione Corporation

~ withaopyto:

- Charles L. Deem, Esq. . -
‘Gray Cary Ware & Freidenrich
401 “B" Street, Suite 1700
* San Diego, CA 921014297
Fax No.: (619)236-1048

Ifto CSD:  California Public Utilities Commission
- Consumer Services Division
Utility Investigations Unit ,
Att'n: Mr. Richard C. Maniscalco, Special Agent #1006
505 Van Ness Avenue
San Francisco, CA 92401-3298
Fax No.: (415) 703.5882

with a ¢opy to:

Robert C. Cagen, Esq

Staff Counsel ,
California Public Utitities Commission
505 Van Ness Avenue

San Francisco, CA 92401-3298

Fax No.: (413) 1034592

7 Su_ch address and fax-riumberfs may be ch#nged by written notice given by such
Party (o the other pursuant to this paragraph :

SOMI108339.42
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18. Entire Agreemént.

This written Settlement Agreement constitutes the entire agreement between the -
Parties pertaining to the subject mattér contained in it. This Settlement Agreement supersedes all
prior and contemporaneous fepiesentations and understandings of the Parties. No supplement,
modification, or amendment of this Settlement Agreement shall be binding unless executed in a
writing signed by the Parties hereto expressly stating that medification is intended.

19.  Construction.’

This Agrecrhg_nt isa negotiated agreement. Each Party has cooperated in the
drafting of this Agreément. If any ¢onstruction is to be made of any provision of this Agreement,
it shall not be ¢onstrued against any Party on the grounds that such Party was the drafier of the

Agreement or any particular provision.
20.  Interpretation.
_ ~* Section titles in this Settlement Agreement are for convenience and do not define,
limit, or extend any provision of this Settlement Agreement. In this document, whete the contéxt

$0 requires, the masculine, feminine of neutét gender shall be deemed to include each other, and
the singular to include the plural. : : :

21. - NOn-Severable Terms.’

No individual terms of this Agreement is assented to by any Party except in
consideration of another Party's assent to all other terms. The terms of this Settlement
Agreement are non-severable. Thus, the Agreement is indivisible, and each part is interdependent
on each and all other parts. If this Setilement Agreement is adopted by the Commission with
modifications, the modifications must be consented to by all Parties to this Settlement Agreement
Any Party may withdraw from this Agreement if the Commission modifies, deletes from, or adds
to the disposition of the matters agreed o herein.

SO:L03M N2
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22 Countempants.

This Agreement may be executed in any number of separate counterpans each of
which shall constitute an Ongma] and all of which, when taken mgether shall consmute one
- single aareement '

©IN \WTNESS WHEREOF each Pany has executed th:s Senlément Agreement as
ofthe date ﬁrsl shown above

’CONSU\{ER SERVICES Dmsm\:

PUBLIC UTILITIES COMMISSION OF THE
STATE OF cmrom

E By&).f.w g2, \@@ﬁ:,

WILLIAM SCHULTE Ditector

INTER CONTINENTAL TELEPHO\TE
CORPORATION O

y 4 .
nomsmwaem
TN TELEPHONE NETWORK

INTERNATIONAL _ :
TELECOMMUNICATIONS CORPORATION

SDII0NI)912
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Approved as to forny:

CONSUMER SERVICES DIVISION
PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

W@%x/

ROBERT C. CAGE\P

" GRAY CARY WARE & FREIDE\YRICH
A Professional Corporation

/%/4: 7. Of//fc\,

CHARLES L. DEEM .

Attomneys fot Respondents

ENTER CONTINENTAL TELEPHONE
CORPORATION, CTN TELEPHONE
NETWORK, INTERNATIONAL
TELECOMMUNICATIONS CORPORATION,
and DONALD BLAKSTAD

e I FA T
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Exhibit A

Nohce o ICT Customers

Intet Contmental Telephor\é will dnscontmue Iong distance =
’ télephone senm:é to " its. California -customers ‘éffeclive
; (date). - You will nééd to $elect another
: !ong daslance lelep oné service prowder before this date, To -
~select another-long distance catrier, ¢éorntact  Pacific Bell é¢ -
the long distance cafrier of your chotce We apprecna!e the
opportunity to  serve you and apolognze for any
|nconven|ence _ , .

SD108339.12
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Exhibit B

(ICT Letterhead)
(Date)

[Name
Street Address y
_ City, california 2ipl

Dear ICT Long Dlstance Customér

inter Continental Telephoné will d;sCOntinue long distance
yelephone service to. fts california customers effective
(date]. - You will need to seleéct- another long
- distance telephone service provider before this date. To select
another long distance carrier, contact Pacific Béll or the long
~distance carrier of your choice. e appreciadte the oppoértunity
to serve You and apologize for any inconvenience.

Sincerely,

Inter Continental Telephone

SO0 42
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Exhibit C

(CPUC CSD Letterhead)

[Letter to PIC Dispute Consumers under Full Restitution Program)
Dear Sir or Madame:

I am the Director of the Consumer Services Diviston, 2 staffdmsion of the Cahfom:a Pubhc
Utilities Commission (CPUC) You have been identified as a consumes who made a ¢complaint
with Pacific Bell or the California Publi¢ Utilities Commission (CPUC) involving Inter Continental
Telephoné Corporation. The complaint indicates that yout long distarice telephone service may
have been smtched to anothér company vmhout your authonzauon, and in violation of state law.

Asa result of y0ur cOmp!amt and others like it, the CPUC’s Consumers Services Division
investigated and btought charges against Inter Continental Telephone CorpOratlén (ICT) for
alleged violations of the state law prohibiting unauthorized telephorie service switches. The

" CPUC approved a settlement which was reached between the CPUC’s Consumer Services

Division (CSD) and ICT.

- Under the terms of the settlement you aré automatlca]I) enmled Lo receive a ruu refund of all the
charges that you paid to ICT for long distance services. You indicated (on a postcard completed
and returned by you) that you would like to receive a full refund of all monies remitted to ICT for
long distance charges. Your full refund check is enclosed with this letter.

Your endorsement on and cashing of this restitution check will not result in any change in your
current telephone service. This is not a solicitation of any kind to switch your telephone service
provider. In addition, if you endorse and cash the restitution check, you will not be contacted to
provide additional information to ot otherwise verify your claim

This restitution check is valid for 60 days from its date of issuance, $o you must cash it within this
period. Please contact CSD Special Agent Richard Maniscalco at 1-800- . if you have
any questions regarding this letter or refund check. Thank you.

Sincerely,
William R. Schulte

Director, Consumer Services Division
California Public Utitities Commission

SD1sdIN2
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Ezhibit C

[CPUC CSD Letterhead)

{Leiter to PIC Dispute Consumers under Supplemeatal Restitution Program])

Dear Sir or Madame:

1 am writing you as the Director of the Consumer Services Division, a staﬁ‘division of the _
California Public Utilities Commission (CPUC). The CPUC is charged with enforcing state laws

which prohibit companies from switching your telephone $ervice without authorization from the
telephone subscriber.

You have been identified as a consumet who made a complaint with Pacific Bell of the California
Public Utilities Commission (CPUC) involving Inter Continental Telephone Corporation. The
complaint indicates that your long distance telephone service may have been switched to another
company without your authorization, and in violation of state law.

As a result of your complaint and others like it, the CPUC’s Consumiers Services Division
investigated and brought charges against Intec Continental Telephone Corporation (ICT) for
alleged violations of the state law prohibiting unauthorized telephone service switches. The
CPUC approved a settlement which was reached between the CRUC’s Consumer Sérvices
Division (CSD) and [CT.

Under the terms of the settlement, you are entitled to receive a check for restitution from ICT for
this unauthorized change. Your restitution check in the amount of $__.__isenclosed with this
letter.

Your endorsement on and cashing of this restitution check will not result in any change in your
current telephone service. This is not a solicitation of any kind t6 switch your telephone senvice
provider. In addition, if you endorse and cash the restitution check, you will not be contacted to
provide additional information to or otheérwise verify your claim.

This restitution check is valid for 60 days from its date of issuance, s6 be sufe to cash it within
this period. Please ¢ontact CSD Special Agent Richard Maniscalco at 1-800-_ . if you
have any questions regarding this letter or cefund check.

Sincerely,
William R. Schulte

Director, Consumer Services Division
California Public Utilities Commission

SO 10833912
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Exhibit D

{ICT Letterhead]}

Dear Madam or Sir:

1 am writing 1o you as Ditector of Marketing of Inter Conitinental Telephone, a long distance
telephone provider. You have been identified as a consumer who made a complaint with Pacific
Bell or the California Publi¢ Utilities Commission (CPUC) involving Inter Continental Telephone
Corporation. We apologize and we ask that you complete the enclosed postage paid card and
return the card to us. If you have not already been refunded all amounts paid by you to out
company, we will refund you all such amounts.

To recewe yout refund, please indicate on the postcard the nature of the ¢complaint that you had
with ICT by checking one or mote of the boxes and by signing, dating and mailing the postcard.
Pleasé teturn the postcard promptly. We expea to mul your refund check to you within
appronmately 90 days.

The California Public Utilities Commission is mOmlOnng and participating in l}us refund. You
may contact Special Agent Richard Maniscaleo at 1.800-_ . if you have any questions
regarding this letter or postcard. -

Your completion and m‘ailing of this postcard will not result in any change in your current
telephone service. This is not a solicitation of any kind to switch your telephone service provider.
Thank you and we apologize for your inconvenience.

Sincerely,

Mike Fuller, Director of Marketing
Inter Continental Telephone

SDEIO83I.02
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 ExhibitE

Thisi is my ¢omplaml aboul Inler COntunéntal Te!ephone

a [j lnter Commental Telephone smtched my IOng dqstance'
: terephone carriér wnhout my pefmas:;mn( s'ammmg ) -

D 'lnter commental TeléphOné s l0ng dls!ance té!éphéne |
. rates were h:gher lhan prom;sed : :

'O - Othet. Please exp!am

& S‘ignat’ure '
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SECURITY AGREEMENT @@h ii

This Security Agreement is entered into as of August 28, 1997, by and between
Inter Continental Telephone Corporation, 2 Delaware corporation, (“Debtor’”), and the California
Public Utilities Commission ("Setured Party") Debtor and Secured Party hereby agree as
follows:

1. Grant of Security Interest. Subject to the terms and conditions of this
Security Agreement, Debtor hereby grants to Secured Party a security interest in all of Debtor’s
accounts receivables as of August 28, 1997, (“Receivables,” hereinafter sometimes referred to as
“Collateral”) to secure Debtor’s timely and complete paymeat of the Minimum Restitution -
Amount pursuant to the terms of that certain Settlement Agréement, dated August 28, 1997, (the
“Settlement Agreement”) by and between Debtdr and Secured Party’s Consumer Semces

Division ("CSD").

2 Covenants of Debtot. Debtor ¢ovenants and agrees as follows:

2.1 Perfection of Secuntv Interest Debtor shall c00perate mth Se»ured
Party to ensure that Secured Party obtaing and maintains a fully perfected secunty intecest in the
Collatéral. Such cooperation shall include, without imitation, executing from time to time such
documents and instrumeats, including $uch UCC+1 Financing Statements, if any, as may be
tequested by Secured Party to perfect, continue of protect the secunity interest ¢created by this’
Security Agreement, ot otherwise to achieve the purposes of this Secunty Agreement.

2.2 Collection of Receivables. So long as Debtor is not then in default
hereunder, Debtor shall continue to ¢ollect, at its own expense, all amounts due or to become due
Debtor in connection with the Receivables. [n ¢onnection with such collections, Debtos may take
such action as Debtor may deem necessary or apptopriate to enforce collection of the
Receivables.

2.3 Financial Statemenats. Upon request, Debtor shall provide Secured
Party the most current available financial statement of Debtor. :

3. Representations and Warranties of Debtor. Debtor represents and
warrants, as follows:

3.1 Organization. Debtor is a Delaware corporation, validly existing and
in good standing under the laws 6f the State 6f California.

3.2 Authority. The execution, delivery and performance by Debtor of this
Security Agreement is within Debtor's powers, has been duly authorized by all necessary action,
does not contravene (i) Debtor's Articles of in¢orpération, o¢ (u) any law ot any ¢ontractual
testriction binding on or affecting Debtor, and does not tesult in 6r tequire theé ¢reation of any
lien, secunity interest or othet charge or encumbrance (other than pursuant hereto) upon or with
fespect to any of its properties.

SO 118952
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3.3 Governmental Approval. No authorization or approval or other action
by, and no notice to of filing with, any governmental authority or regulatory body is required for
the due execution, delivery and performance by Debtor of this Security Agreement.

3.4 Debtor's Ownership of Collatecal. Debtor warrants that (2) Debtor
owns the Collateral free and clear of all tiens, encumbrances and security interests except the
security interest granted hécein, and other interests of record, if any, and (b) Debtor has the right
to enter into this Secunty Agreement. , -

4. Secured Party's Filings.’ Secured Party shall have the right to file one or
more financing statements in any and all states and jurisdictions, as Secured Party deems

necessary or appropriaté to perfect its sécurity interest.

S. Dutation 6f Security Intetest and Default.

5.1 Duration. The grant of the security interest, and all other terms and .
conditions of this Secunity Agreément, as set forth herein, shall terminate upon the earliee of:
(1) Debtor's complete payment of the Minimum Restitution Amount pursuant to the terms of the
Settlement Agreement; or (2) Secured Party's decision aot to adopt the Settlement Agreement ot
td adopt the Settlement Agreement with modifications unaéceptable to Debtor. :

, 5.2 Default. The occurrence of any one or mote of the following is an
Eveat of Default undet this Security Agreement: faiture of Debtor to make timely and complete
payment of the Minimum Restitution Amount pussuant to the terms of the Settlement Agteement,
ot to perform any act or duty requited by this Security Agreement; involvement of Debtor in
bankruptcy or insolvency proceedings; or dissolution or other termination of the existence of
Debtor.

5.3 Secured Party's Rights on Default. Upon the occurrence of any Event
of Default, Secured Party shall have all the rights provided to a Secured Party in the California
Uniform Commercial Code and all other rights available by law. . Without in any way limiting the
foregoing, upon the occurrence of any Event of Default, Secured Party shall have the right to
nolify the account debtors o obligors under any Receivables of the assignment of such
Receivadles to Secured Party and to direct such account debtors or obligors to make payment of
all amounts due or to become due to Debtor thereunder directly to Secured Party. Upon such
notification and at the expense of Secured Party, Secured Party shall have the dight to enforce
collection of any such Receivadles, and 10 adjust, settle or compromise the amount or payment
thereof, in the same manner and to the same extent as Debtor might have done. ARer delivery by
Secured Party of notice 1o any one or more account debtors referred to above, with copy of such
notice(s) to Debtor, all amounts and proceeds (including instruments) received by Debtor in
respect of the Receivables shall be received in trust for the benefit of Secured Party, shall be
segregated from other funds of Debtor and shall forthwith be paid over to Secured Panty in the
same form as so received (with any necessary endorsement) to be held as cash collateral and
applied against payment of the Obligations. Any aotice of sale, disposition ot other intended
action by Secured Party sent to Debtor at least ten (10) days prior to such action shall constitute
reasonable notice to Debtor, and a private sale of the Collateral to a person not conteolled by
Secured Party shall be conclusively deemed to be commercially reasonable notwithstanding, the

SOMLI8I95 2
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fact that a beétter pnCe Cov!d have’ been obtamed by a sale ata deferent time or deferent melhod
‘Upon any sale of the Col!ateral Secmed Party must account to Debtor fot any surplus.

6 Géneral Terms and Condmgns

6. l N_ Waiver. The waiver of‘ any det‘au!t or Event af Defath hereundes
shall not be a waiver of any subsequent default ot Event of Default. Secured Party's acceptance
of partial or dehnquent payments or Secured Party’s failure 16 exercise any rights it may have
shall ot waive any obligation of Debtor ot any rights of Secured Party or otherwise modnfy thig
‘ secumy Agfeement or waive any othet sumlar matter ' . :

6.2 Am¢ndments. Eté. Né amendment or wa.wer ofany provision ofﬂ'us
fSchnty Agreement nor consent to any depanure by Debtor hetefrom shall in any eventbe
“effective unless the same’ shaJl be in writing and Slgnéd by Secured Party, and then such waiver or
.'consent shall be eﬂ'ecuve 0nly in the speaﬁc instance and forthé’ spec;ﬁc purpose t‘or which given.

- 63 uouces Any wmten notice or other commumcanon under this
Sccunty Agreemcnt shall be tredted as given when petmnally teceived by the party notified or
upon the expiration of two (2) days from the daté placed in the United States mail, certified ot.
régistered, postage prepaid, addressed to the party 16 be notified at the addréss set out below or
© at any address furnished to the notifying party with a written fequest for fotice at that address.
The addrésses to6 which nonce shall be given until chAnged in d¢cordance with this section, are as

: foilows

Debior

lnter Continental Telephone Corporation
701 B Street, Suite 1450

San Diego, CA 92101

Attn: Mr. Mike Fuller

With a copy to:

Gray Cary Wate & Freidenrich
401 B Street, Suite 1700

San Diego, CA 92101-4297
Attn: Charles L. Deem, E4q.

STrLI18393 2
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Secured Party:

California Public Utilities Commission

Consumer Servi¢es Division

Utility Enforcement Unit

$0S Van Ness Avenue

San Francisco, CA 94102

Attn: Mr. Richard C. Maniscalco, Special Agent, #1006

With a ¢opy to:

California Publi¢ Utilities Commission
~Legal Division _
505 Van Ness Avenue, Room 5030
San Francisco, CA 94102
Attn: Robert C. Cagen, E<q.

6.4 Miscellaneous. Time is of the essence of this Security Agreement and
all it ptovisions. All rights of Secured Party hereundér shall inure to the benefit of its successors
and assigns; all obligations of Debtor shall bind its heirs, executors, administrators, successors and
assigns. Unless otherwise defined or provided herein, all wotds used in this Security Agreement
shall have the meaning given to them in the California Uniform Commercial Code. Titles
preceding any section of this Security Agreement are for convenience only. Debtor will execute
any additional agreements, assignments ot documents that may be de¢med necessary or advisable
by Secured Party to effectuate the purposes of this Security Agreement of to preserve and protect
the Collateral and Secured Party’s rights. Any corporation which signs this Security Agreement
expressly warrants that the officer signing on behalf of the Corporation has authority to so sign by
resolution of the Corporation’s Board of Directors. The construction of this Security Agreement,
and the rights and liabilities of the parties heteto, shall be governed by the laws of the State of
California

IN WITNESS WHEREQF, Debtor and Secured Party have caused this Security
Agreement to be executed as of the date first above written.

Debtor: Secured Panty:

Inter Continental Telephone Corporation, Califorria Public Utilities Commission

a Delaware corporatiml Consumer Services Division
@ @ ﬁ By: @ @ l l ﬁ

By:
Donald G. Blakstad, President

SONY98 2
100318-1511)4




197.01-011 ALJ/MAB/rmn  APPENDIX A

EXHIBITG




197-01-011 ALJ/MAB/tmn  APPENDIX A

FlNANClNG STATEMENT — F0LL0W WS TRUCHONS CAASFULLY
Mia Frercing $tteract Jo presewed -!MNMDWUM-“C&?“M .
e w2 rerran st octivi. with tasdsin dxtvodors. Tor § vaers rom daie of ¥Tng.

C AL NAME & TEL. # C# CONTACT AT PLEA lag Dénal) 8. PLNG GARCE ACCT. # [epboaad

L)

" S AETCrN CorY T Mwm&quh-l : -

r— TROY ZANDER, ESQ. - —1
GRAY CARY WARE & FREIDENRICH
401 8 STREET, SUITE 1700
SAN DIEGO, CA 92101-4297

O.EPTONAL BEENATCH B ..h..u.r:f_us‘scmu!a []ccmmcénm an@éé G

1. CE3TOR'S EXACT FULL LESAL NAME » Mon ew ane l.tma.«. u. af m
) h.c-rrrrrunmc

INTER CONTI\’E‘JTAL TELEPHONE CORP., a Delawaré c0rporatmn
™ mmusmme _ ] RAGT RAE OO A e s

cabs

| TONAGRE BN —— s_-rgn ccwm'mrm;cqc{
701 B STREET, SULTE 1450 SAN-QIEGO . JCA l usA 192101

S le. 8.8, ¢A?MIOJ . QFTIONAL |I-. n?{d! t.mw - _ | ENTITY' S STATR . . - 1. e«m*rsomwno»-umu &y

- ADOML NPO AL ' ; ‘ :

i i TIryY Eaaterl - L » : ) | p“"‘
o2 Accr"lé'{ll oearoa S EXACT FULLLEGAL NAME « mm amly are didios Aama e &2 1IN N - .

L ANTITYC S Nadaf . . .

Ts. ROVAOUAL § LAST NARE y ; — oo A E ot

D L MAURG ADCAESS . STATE [CCUNTAY IPOSTALIICE

.53 OATAR LD, CrTehAL (e DY PE R ENTY [y tvmfs sTaty 11 ©OTTY $ QACANTZATICAALID 4. # o~
i A20 MR REQ AE QA CIUNTRY CF —
ENTTTY SEATOA] . (OrArEaTON } J

2 SEICALED PAM‘! S ICAGNAL $.P e iTS TQTAL ASSGNED EXACT AL LESAL NAME « fqed 8rdy 840 Tadufes 24Ty Aard t34 42 35)
Ja ENTITY $ MAME

CALIFORNIA PUSLIC UTILITIES COM '-iISSION, CONSUMER SERVICES OIVISION

20 INGVIOUAL SLAST NANME FAST NANE WO NAME L)

[}

Te MALNG ACCALST - e TTATE JCOLTAY [T AL CACE
505 VAN NESS AVENUE SAN FRANCISCO CA| USA (94102

L DN ENANG 16 STATEVENT ¢on o W tolloming Trdes or Rars 8F ot uty:

ALL OF DEBTOR'S ACCOUNTS RECEZIVABLE ‘AS OF AUGUST 28, 1997.

7. o 1ok 14 Forde lehact brm
Cecunoriny [ e il
stem g las §54 1an rgt g9 v

iR Lo 344 T FNANCNG STATEMENT te 0.ged 37 Lhe Focr ot Pofy viead 3 B Qe o 1 Je  m1 S i T O o)
" YA eatsra el oirasdy 6.0 ol TE b bacir'ty Mo et A b A R/ 0348 P oA i s W 0gM A GO atate, e mhedt U D
B odafeetisl  Fabis 0 tacarnsn mat AP A od T8 s atnie 67 NI TN o6Cd d8E ™HA G120 brarars pavva—e el @ reral $500 AU o readrd]

ALY S V3 ) B Fros FMANCING STATEMENT @ 1o 34 Pt for b b1
ESVAED S ECATUR LS ‘D,, vt €ad i e ALAL ESTATEAEESACS

tates PETASE SEE ATTACHMENT FOR fo e ot e BEM DETErY

P N AN TR




1.97-01-011 ALJ/MAB/rmn APPENDIX A

" ATTACHMENT TO UCC-1 FINANCING STATEMENT
DEBTOR: INTER CONTINENTAL TELEPHONE CORP., a Delawaré cotporation

SECURED PARTY: CALIFORNIA PUBLIC UTILITIES COMMISSION, CONSUMER
SERVICES DIVISION ~

DEBTOR:
INTER CONTINENTAL TELEPHONE CORP,,

a Delaware corpération - __

By:
DONALD G. BLAKSTAD,
‘ President

SECURED PARTY:

CALIFORNIA PUBLIC UTILITIES COMMISSION,

CONSUMER SERWC@DﬁsT?@ _

By:

RICHARD C. MANISCALCO
Special Ageat No. 1006
Consumer Services Division
Utility Enfot¢ement Unit

SOMIINSLL
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SECURITY AGREEMENT

, This Security Agreement is entered into as of August 28, 1997, by and between
Inter Continental Telephone Corporation, a Delawar¢ corporation, (“Debtor”), and the California
Public Utilities Commission (“Secured Party”). Debtor and Sécured Party hereby agree as
follows:

1. Grant of Security Interest. Subject to the terms and COndiuons of this
Secunty Agreement, Debtor hereby grants to Secured Party a security interest in all of Debtor's
accounts teceivables as of August 28, 1997, (“Receivables,” heteinafter sometimes referved to as
"Can:eral") to secure Debtor [ umcly and complete payment of the Minimum Restitution
Amount pursuant to the terms of that certain Settlement Agreement, dated August 28, 1497, (the
“Settlement Agreement”) by and between Debtor and Secured Party's Consumer Services

Division {*CSD").

2. Covenants of Debtor. Debtor covenants and agrees'as foltows:

2.1 Perfection of Security Interest. Deblor shall cooperate with Secured o
Pmy to ensure that Secured Party obtains and maintains a fully perfectcd secunty intérest in the
Collateral. Such cooperation shall include, without linitation, executing from time to time such
documents and instruments, including such UCC-1 Financing Statements, if any, as may be
requested by Secured Party to peifect, continue ot protect the security interest created by this
Security Agreement, or otherwise to achieve the purposes of this Security Agreement.

2.2 Collection of Receivables. So long as Debtor is not then in default
hereunder, Debtar shall continue to ¢ollect, at its own expense, all amounts due of to become due
Debtor in connection with the Receivables. In connection with such collections, Debtor may take
such action as Debtor may deem necessary ot appropriate to enforce collection of the
Receivables.

2.3 Financial Statements. Upon request, Debtor shall provide Secured
Party the most ¢urrent available financial statement of Debtor.

3. Representations and Wamanties of Debtor. Debtor represents and
warrants, as follows:

3.1 Organization. Debtor is a Delaware comoralion, validly existing and
in good standing under the laws of the State of California.

32 Authority. The execution, delivery and performance by Debtor of this
Security Agreement is within Debtor's powers, has been duly authorized by atl necessary action,
does ndt contravene (i) Debtor’s articles of incorporation, of (ii) any law or any contractual
restriction binding on or affecting Debtor, and does not result in or tequire the creation of any
lien, security interest or other charge or encumbrance (other than pursuant hereto) upon or with
respect to any of its properties.

SO
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3.3 Governmental Approval. No authorization or approval or other action
by, and no notice to of filing with, any govémmental authority or regulatory body is required for
the due execution, delivery and performance by Debtor of this Security Agreement.

3.4 Debdtor’s Ownership of Collateral. Debtor warrants that (a) Debtor
owns the Collateral free and clear of all liens, encumbrances and security intécests except the
security interest granted herein, and other intetests of re¢ord, if any, and (b) Debtor has the right
to enter into this Security Agreement.

4. Secuted Party's Filings. Secured Party shall have the right to file one ot
more financing statements in any and all states and jurisdictions, as Secured Party deems
necessary or appropriate to perfect its secunty intéfest. -

$. Dutation of Security Interest and Default.

5.1 Dutation. The grant of the security interest, and all othér terms and
conditions of this Security Agreement, as set forth herein, shall terminate upon the earlier of:
(1) Debtor’s complete payment of the Minimum Restitution Amount pursuant to the terms of the
Sertlement Agreement; of (2) Secured Party's decision not to adopt the Settlement Agreement of
to adopt the Settlement Agreement with modifications unacceptable to Debtor. :

5.2 Default. The occurrence of any one or more of the following is an
Event of Default under this Security Agreement: failuré of Debtor 1o make timely and complete
payment of the Minimum Restitution Amount pursuant to the terms of the Settlement Agreement,
or to perform any act or duty required by this Security Agreement; involvement of Debtor in
bankruptey of insolvency proceedings; ot dissolution or other termination of the existence of
Debtor.

5.3 Secured Party’s Rights on Default. Upoén the occurrence of any Event
of Default, Securéd Party shall have all the rights provided to a Secured Party in the California
Uniform Commercial Code and all other rights available by law. Without in any way limiting the
foregoing, upon the occurrence of any Event 6f Default, Secured Party shall have the right to
notify the account debtors or obligors under any Receivables of the assignment of such
Receivables to Secured Party and to direct such account debtors or obligors to make payment of
all amounts due or to become due to Debtor theteunder directly to Secured Party. Upén such
notification and at the expense of Secured Party, Secured Party shall have the right to enforce
collection of any such Receivables, and to adjust, settle or compromise the amount or payment
thereof, in the same manner and to the same extent as Debtor might have done. After delivery by
Secured Party of notice to any one or more account debtors referred to above, with copy of such
notice(s) to Debtor, all amounts and proceeds (including instruments) received by Debtor in
respect of the Receivables shall be received in trust for the benefit of Secured Party, shall be
segregated from other funds of Debtor and shall forthwith be paid over to Secured Party in the
same form as $o received (with any necessary endorsement) to be held as cash collateral and
applied against payment of the Obligations. Any notice of sale, disposition or other intended
action by Secuted Party sent to Debtor at least ten (10) days prior to such action shall constitute
reasonable notice to Debtor, and a private sale of the Collateral 1o a person not ¢ontrolled by
Secured Party shall be conclusively deemed to be commetcially reasonable notwithstanding the

SOUL8335 2
100312152134




1.97-01-01 ALJ/MAB/rmn APPENDIX A

fact that a better pnce could have been obtamed by a Sa!e at a different time or dlﬂ‘erem method
Upon any sale of the Coliateral Secured Party must account to Debtor f‘or any surplus.

- 6. Genera] Terms and Condmons

_ : 6 1 ﬂo Walve “The wa:ver of any dcfauh ot Event of Defahlt hereunder
shall not be a waiver of any 5ubsequent default 6t Event of Default. Secufed Party s acéeptance
of partial or. delmquent payients or Secured Party s failuré to exerci¢e any rights it may have

shall not waive any obhgauon of Debtor or any rights of Secured Pmy of othermse modu“y nus

: Secunty Agreement of wauve any other Sm'ula.r maner _

' ' 6 2 Amendments, Ete’ N6 amendment or waiver ofany pronswn of this
Secunty Agfeement nor ¢onsent to any departuré by Debtét hetefrom shail in any eventbe . -
_effectivé unfess the sane shatl be in writing and signed by Secuted Party, and thea such wauver or
consent shall be eﬂ'ecme only in the SpeClﬁC mstance ar\d t‘or the speclﬁc purpose for which given.

S 6 3 \ronces Any written nome or other COmmumcauon under this
Secunty Agreemem ‘shall be teeated as given when personally feceived by the party notified of
- upon the expifation of two (2) days from the date placed in the Uhnited States mai, certified of
" tegistered, postage prepmd addressed to the party to bé nouﬁed at the address set out below or
at any address furnished to the nétifying party with a written request fof notice at that address.
fT he addresses to which notice shall be given until changed in accordance with this section, are as
ollows - _ : "

z _Debtor

Inter Commemal Terephone Cmpmauon '
701 B Street, Suite 1450
San Diego, CA 92101

Attt Mr. Mike Fuller

With a copy to:

Gray Cary Ware & Freidenrich
401 B Street, Suite 1700

San Diego, CA 92101-4297
Attn: Charles L Deem, Esq.

SIS
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Secured Party:

California Publi¢ Utilities Commission

Consumer Services Division

Utility Enfor¢ement Unit

505 Van Ness Avenue

San Francisco, CA 94102

Attn: Mr. Richard C. Maniscalco, Special Agent, #1006

With a copy to:

California Public Utitities Commission
Legal Division o

505 Van Ness Avenue, Room 5030
San Francisco, CA 94102

Attn: Robert C. Cagen, Esq.

6.4 Miscellaneous. Time is of the essence of this Security Agreement and
allits provisions. Al rights of Secured Party hereunder shall inure to the bénefit of its successors
and assigns; all obligations of Debtor shall bind its heirs, executors, administrators, suceessors and
assigns. Unless otherwise defined or provided herein, all words used in this Security Agreement
shall have the meaning given to them in the California Uniform Commercial Code. Titles
préceding any section of this Security Agreement are fot convenience only. Debtor will execute
any additional agreements, assignments or documents that may be deemed necessary or advisable
by Secured Party to effectuate the purposes of this Security Agreement or to preserve and protect
the Collateral and Secured Party’s rights. Any corporation which signs this Security Agreement
expressly warrants that the officer signing on behalf of the Corporation has authority to so sign by
resolution of the Corporation’s Board of Directors. The construction of this Security Agreement,
and the rights and liabilities of the parties hereto, shall be govemed by the laws of the State of
California.

IN WITNESS WHEREOQF, Debtor and Secured Party have caused this Security
Agreement to be executed as of the date first above written.

Debtor: Secured Panty:

Inter Continental Telephone Corporation, California Public Utilities Commission
a Delaware corporation Consumer Services Division

- Wi

N

By: \
go%ld G. Blaksyd, President’s )

SDr1L18393 2
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ATTACHMZE\T TO UCC:1 FINANCING STATE\IE\T '
DEBTOR INTER CONTINENTAL TELEPHONE CORP a Delaware corporation
SECURED PARTY: CALIFORNIA PUBLIC UTILITIES CO\[M]SS[O\' CONSUMER
SERVICES DIVISION
DEBTOR:

INTER CONTINENTAL TELEPHONE CORP,
a Delaware cowbratmn

President

SECURED PARTY:

CALIFORNJA PUBLIC UTILITIES COMMISSION,

CONSUMER SERVICES DIVISION

By: M//M/,Z' N mioonto s

RICHARD C. \iANlSCALCO
Special Agent No. 1006
Consuiner Services Division
Utitity Enforcement Unit

(END OF APPENDIX A)
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