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Certificates of Exchange Service Authority 
pursuant to Section 13-405 to New 
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Eligible Telecommunications Carrier 
Covering the Service Area Consisting of the 
Exchanges to be Acquired from Verizon 
South Inc. upon the Closing of the Proposed 
Transaction and the Granting of All Other 
Necessary and Appropriate Relief. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 

 
THE PEOPLE OF THE STATE OF ILLINOIS AND CUB’S 

MOTION TO STRIKE PORTIONS OF  
THE SURREBUTTAL TESTMONY OF TIMOTHY McCALLION 

 
 The People of the State of Illinois, by Lisa Madigan, Attorney General, move to strike 

portions of the Surrebuttal Testimony of Timothy McCallion, Verizon Exhibit 11.0 on the 

grounds that the matters discussed by Mr. McCallion should have been raised in Verizon’s 

rebuttal testimony.  By raising them in Surrebuttal, the People of the State of Illinois and the 

Citizens Utility Board are severely prejudiced in that their witness Dr. Lee Selwyn cannot 

respond to Mr. McCallion’s assertions.  In support of this Motion, the People and CUB state as 

follows: 

 On October 20, 2009 the People and CUB submitted the Direct Testimony of Lee L. 



 

Selwyn as AG/CUB Exhibit 1.0.  At pages 68 -74, Dr. Selwyn addressed “specific measures that 

the Commission should consider imposing as conditions for its approval so as to mitigate the 

risks” that he identified.  AG/CUB Ex. 1.0 at 68.  Among those conditions was that: 

 “Verizon must be required to retain its financial stake in Frontier for a sufficiently 
long period of time following the close of the transaction so as to give Verizon the ‘skin 
in the game’ that it is seeking to shed.  … Verizon should be required, as a condition for 
Commission approval, to retain the Frontier stock and, in so doing, maintain its stake in 
Frontier and in Frontier’s ultimate success for a minimum of five (5) years following the 
close, and potentially longer if at the end of that period Frontier has not been successful 
in completing the transition and in providing stable, high-quality services in its operating 
territories.  By keeping Verizon as a major stakeholder in the success of Frontier, Verizon 
will be forced to support Frontier and its management so as to protect its investment.”   
 

 In Rebuttal Testimony, the Joint Applicants1 briefly – but directly - addressed Dr. 

Selwyn’s recommendation.  Verizon did so in the testimony of Carl E.  Erhart, Verizon Exhibit 

6.0.  At pages 14-15, Mr. Erhart addressed “AG-CUB Issues” and responded to Dr. Selwyn.  Mr. 

Erhart stated that the “risk allocation between the parties is a standard part of any deal 

negotiation” and that Verizon “disagrees with Dr. Selwyn’s proposal to rewrite the transaction.”  

Verizon Ex. 6.0 at 14.  He said that there is “no basis for the Commission to alter the arms-length 

arrangement that the parties reached.”  Id. at 15.   Mr. Erhart’s total response to Dr. Selwyn was 

17 lines.  

 Frontier’s rebuttal to Dr. Selwyn’s proposal was also limited.  In its Surrebuttal 

Testimony, Frontier witness Daniel McCarthy refers to his Rebuttal Testimony at page 78 as 

responding to Dr. Selwyn (see Frontier Ex. 8.0 at 17-18, fn 27-29).  However, Mr. McCarthy did 

not directly comment on Dr. Selwyn’s proposal.  In his Rebuttal Testimony (Frontier Exhibit 5) 

at lines 1930-1944 Mr. McCarthy talked about “various proposed conditions that would require 

Frontier and Verizon to renegotiate the Merger Agreement.”  He simply testified that Frontier 

                                                           
1 Collectively, the Joint Applicants are Frontier Communications Corp., Verizon 
Communications Corp., Verizon North, Verizon South, and New Communications Corp. 
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“objects to these types of conditions” on the grounds that “the risks in this transaction are not 

material, are highly speculative, and cannot be compared with the risks that arose in certain other 

telecommunications transactions that eventually failed due to newly developed insufficient back 

office systems.”  Frontier Ex. 5.0 at 78.   

 Dr. Selwyn’s Rebuttal Testimony filed on December 14, 2009 responded directly to Mr. 

Erhart’s and Mr. McCarthy’s concerns about whether his proposal shifted the risk between 

Frontier and Verizon.  AG/CUB Ex. 2.0 at 8-14, 17-19.  Dr. Selwyn testified that in fact his 

proposal does not change the risk allocation between Frontier and Verizon.  AG/CUB Ex. 2.0 at 

9-11.  Rather, his proposal only affects the risk allocation between Verizon and its shareholders.   

Id. at 11, lines 4-9.    

 In its Surrebuttal Testimony, to which Dr. Selwyn does not have the opportunity to 

respond, Verizon witness Timothy McCallion, who had not previously offered testimony, raised 

new issues to in response to Dr. Selwyn’s initial proposal.  Starting at page 3, line 51 through 

page 4 line 78 of his Surrebuttal Testimony, Mr. McCallion discusses several tax and regulatory 

issues that could have been raised in rebuttal, but were not.  The Commission should strike this 

testimony as beyond the scope of permissible surrebuttal and as prejudicial to the People and 

CUB. 

 The issues Verizon raises for the first time in surrebuttal are: (1) the tax consequences of 

Dr. Selwyn’s proposal (Verizon Ex. 11, p. 3-4, lines 52-70); (2) whether “a whole new set of 

regulatory approvals” would be needed as a result of Dr. Selwyn’s proposal (id. at 72-74); and 

(3) the effect of Dr. Selwyn’s proposal on Frontier’s shareholder approval process.  Neither Mr. 

Erhart on behalf of Verizon nor Mr. McCarthy on behalf of Frontier raised any of these issues in 

rebuttal testimony, which would have been the appropriate time to do so.  As a result, Dr. 
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Selwyn did not comment on these issues in his Rebuttal Testimony, and these new issues are 

outside the scope of permissible surrebuttal testimony. 

 Mr. McCallion identifies himself as the President of the West Region for Verizon 

Communications, located in Thousand Oaks, California.  His testimony does not identify him as 

a tax expert, an attorney, or an accountant.  There is nothing to indicate that he is familiar or 

knowledgeable about tax matters or about the details of the Fronter/Verizon transaction in 

Illinois, and no explanation for why he is adopting Mr. Erhart’s previously filed testimony.  

These deficiencies make his eleventh hour attempt to raise tax and regulatory issues in 

Surrebuttal Testimony more inexplicable and objectionable.   

 WHEREFORE, for the foregoing reasons, the People of the State of Illinois request that 

the Commission strike and exclude from the record the testimony found on pages 3-4, lines 51-

78, and for such other relief as deemed just and reasonable.   

Respectfully submitted, 
 
People of the State of Illinois 
 
Lisa Madigan, Attorney General 
 

 
 By:  

 
Senior Assistant Attorney General 
 Public Utilities Bureau 
 100 W. Randolph St., 11th Fl. 
 Chicago, Illinois 60601 
 Telephone: (312) 814-1104 
 Facsimile: (312) 814-3212 
 E-mail: ssatter@atg.state.il.us 
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      Citizens Utility Board 
       
      By:  

       
      Kristin Munsch, Attorney for CUB 
      309 W. Washington St., Ste. 800 
      Chicago, Illinois 60606 
      Telephone: (312) 263-4282, ext. 113 
      Email:  KMunsch@citizensutilityboard.org 
 
 
 
January 6, 2010 
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