VERMONT DEPARTMENT OF PUBLIC SERVICE

REQUEST FOR PROPOSAL

The Proposed Acquisition of Control by Merger and Associated Transaction of Verizon New England Inc.’s Properties by FairPoint Communications, Inc. (“Verizon” and “FairPoint” respectively). 

The Vermont Department of Public Service (“Department” or "DPS"), which represents the public interest in utility cases before the Vermont Public Service Board (“PSB”), federal regulatory agencies, and state and federal courts, is soliciting proposals for expert witness services in connection with the regulatory review of a Joint Petition of Verizon New England, Inc., Certain Affiliates Thereof and FairPoint Communications, Inc. for Approval of Asset Transfer, Acquisition of Control by Merger and Associated Transactions, Pursuant to 30 V.S.A. §§ 107, 109, 231 and 311 (the “Verizon/FairPoint Transaction”).  

Consultants hired will support the technical and legal staff of the Department in analyzing the referenced petition, preparing prefiled and live testimony before the PSB, providing assistance with discovery and the preparation of legal briefs and may assist with negotiations.  Consultants shall coordinate and collaborate in the development of their work plan and work schedule, work efforts, findings, conclusions and policy positions with DPS technical and legal staff and other consultants where assignments or issues overlap as preparatory steps to the development of DPS positions and the preparation of testimony.

Scope of Services Requested

The Department anticipates the consultants hired in connection with this Request for Proposal (“RFP”) will perform services within the following scope of work:

Task 1- Assess the Proposed Verizon/FairPoint Transaction and Alternatives 

Examine the proposed Verizon/FairPoint Transaction and evaluate the alternatives that were considered by Verizon and assess the reasonableness of the selection of FairPoint as the buyer of Verizon’s landline operations in Vermont.  

Task 2-Assess the Value of the Transaction 

Conduct an examination of the proposed Verizon/FairPoint Transaction and evaluate and assess the reasonableness of the fair value of the transaction, the transition expenses, and the transaction costs and that propionate share of fair value attributable to FairPoint’s Vermont operations and subsequently to Vermont ratepayers. The evaluation and assessment should analyze other value options that were considered; any actual or potential positive or negative rate payer impacts including any amounts in excess of net book value where FairPoint may seek recovery from rate payers; and, any potential long term impact on FairPoint’s financial capacity, access to capital markets and its ability to achieve an investment grade credit rating.   

Task 3-Assess the Proposed Reverse Morris Trust 

Conduct an examination of the proposed Verizon/FairPoint Transaction and evaluate and assess the use of the Reverse Morris Trust as a means to facilitate the spin-off and merger.  The evaluation and assessment should consider other options that were, could or should have been considered; any actual or potential positive or negative rate payer impacts; and, any potential long term impact on FairPoint’s financial capacity, access to capital markets and its ability to function independently.   

Task 4-Assess FairPoint’s Financing Plans, Capacity to Raise Capital and Access to Capital Markets

Examine the proposed Verizon/FairPoint Transaction related to the post merger operating plans (including operating cash flows, debt repayment schedules, dividend payout plans and proposed capital expenditures over the next five years) and the impact those plans have on FairPoint’s capital requirements.   Evaluate the adequacy and reasonableness of FairPoint’s financing plans for funding those operations over the next five years.  This would include an assessment and evaluation of FairPoint’s ability and capacity to access capital markets to raise debt, equity or some combination thereof. 

Assess the probability that the proposed financing plan is achievable and will serve the public good. 

Schedule

The consultants selected for this work must be able to begin work upon award of the contract and must be able to complete assigned tasks and develop testimony in accordance with the work plan schedule and as the docket schedule may dictate.  It is anticipated that the contract would be awarded in late March of 2007.  Discovery is expected to close in mid-April, with two rounds of testimony to be filed approximately by the end of April and mid-August, to be followed by technical hearings in Vermont in late August.  This schedule is provided for estimation purposes only and is likely to change.  Consultants must be able and willing to respond flexibly to changes in this docket schedule as necessary.  

Setting

The review will take place in the context of a contested administrative proceeding, through formal and informal discovery and field inspection as needed. The consultant(s) will be expected to write and to assist Department technical and legal staff in the preparation of, written discovery requests and deposition questions and provide a written summary of issues including findings and conclusions for review by the Department technical and legal staff.  Additionally, the consultant(s) will be expected to, write testimony presenting the results of their work, and to defend that work through discovery responses and cross-examination. The consultant(s) will be expected to testify in Montpelier, Vermont, on at least two different occasions.  Assistance with preparation of briefs and proposed findings may also be required.  Field visits to Verizon’s and FairPoint’s offices may be necessary to review records and facilities, and interview company personnel.  Consultants should also expect to participate and support certain joint discovery efforts the Vermont DPS will be undertaking with parallel proceedings involving the Verizon/FairPoint Transaction in New Hampshire and Maine as well.  Such participation may involve travel to New Hampshire and Maine, as the case may require.

Oversight

The overall contract will be managed by the Department's Legal Counsel, the Director of Telecommunications, and the Director for Economics and Finance.  Department Personnel will be available for guidance and collaboration on case related issues, proposed conclusions, policy formulation and articulation, and the drafting and filing of testimony.  

Final Deliverables and Work Product

The final deliverables and work product of the consultants chosen through this RFP will consist of:

1.
Preparation of a work plan and a work schedule that allows time for DPS technical staff review of the consultant’s issues within the schedule set by the Vermont PSB;  

2.  
Preliminary identification and assessment of issues;

3.
Discovery requests and evaluation of responses, including assistance with preparation for depositions, if any;

4.
Written testimony presenting a description of the review methods, materials reviewed, conclusions, and recommendations with supporting analysis;

5.
Responses to discovery relating to the written testimony;

6.
Cross-examination testimony and assistance with cross-examination of opposing witnesses;

7.
Proposed findings of fact and other assistance with initial and reply briefs in support of the Department's case.

The consultants shall provide multiple electronic and hard copies of all deliverables, exhibits and written products that constitute supporting work papers and any material intended to be filed with the Public Service Board.  Electronic Materials to be filed in final form with the Public Service Board shall be delivered to the Department in both Word and WordPerfect formats.  WordPerfect is the filing format required by law in Vermont pursuant to the procedural rules of the Public Service Board.  The consultants further shall maintain the confidentiality of information and documents as specified and directed by the Vermont Department of Public Service or by order of the Vermont Public Service Board.

Proposal Format

All respondents to this RFP must include the following information:

1.
A brief description of the firm, which includes its history, organizational structure, and number of professional staff.

2.
A list of recent work performed, particularly including contracts with or appearances before utility regulatory agencies (if any), with a short narrative explaining the nature and extent of each such engagement.   In the case of sworn testimony and depositions, please include a comprehensive list of all such appearances, including docket numbers of any contested cases, as well as the name and telephone number of a reference person familiar with the applicant's work. 

3.
A discussion of the applicant’s familiarity, expertise or experience relevant to each of the issue groups identified above, and which are addressed by the proposal.

4.
A statement and discussion of the applicant's analysis of the RFP scope and requirements. This should include:


a.
A proposed scope of services with an explanation of technical approaches and a detailed outline of the proposed program for implementing the objectives of the RFP.


b.
Names and resumes with detailed qualifications and levels of competence of all individuals expected to perform services. This should include the estimated hours to be spent by each person on each group of issues, as identified in the Scope of Services section, above.


c.
A description of the number of direct hours of activity by each individual who will work on the project, broken out by major activity.


d.
Statements and discussion of anticipated major difficulties and problem areas, together with potential or recommended approaches for their solution.

5.
A description of the rationale for the proposal, including:


a.
An explanation of why the proposed approach is superior to other alternative approaches.


b.
An explanation of why the number of direct hours proposed is both necessary and sufficient to the task.


c.
A statement of the extent to which the proposed approach and program can be expected to meet or exceed the requirements of this RFP.

6.
A scheduling proposal and work plan specifying the date upon which the applicant would be ready to commence work, expected turnaround times for discovery requests, estimated times needed for performance of on-site audits, and any other appropriate scheduling of specific tasks. 

7.
Explanation of all known or probable scheduling constraints, or limitations on staff availability, within the statutorily limited time frame for this project.

8.
The consultants will be compensated on a time and material basis. Please indicate the estimated maximum total cost with a breakout of:


a.
Fees for staff time, showing the level of staff to be assigned, titles, hourly rates and estimated number of hours;


b.
Travel expenses, including transportation costs, lodging and subsistence.


c.
Detailed analyses for all overhead and other costs.

9.  The consultant’s shall include a declaratory statement regarding their current or potential relationships, obligations and commitments with any of the other participants to this transaction. Participants may include but are not limited to the State of New Hampshire, the State of Maine, the State of Vermont, Verizon and FairPoint and their related affiliates and subsidiaries.  If the consultant is currently or expects to be retained by any of the other participants to this transaction, the consultant shall include a brief statement explaining how they will segment their expenses if working with multiple participants.  

Reimbursement for time and materials will be by voucher based upon the actual staff time assigned at the rates provided, and upon actual other costs incurred based upon documentation acceptable to the Department, subject to the maximum amount indicated.

Evaluation Criteria

The Department will evaluate all proposals received based upon its assessment of the reasonableness of cost, completeness and quality of the proposal, qualifications of the individuals proposed to perform the work, relevance of previous experience, and any other criteria it deems relevant. Acceptance or rejection of any or all proposals will be determined by the exercise of the Department's sole discretion.

Requirements

All proposals must be received no later than March 7, 2007,  by 4:30 p.m. in hard copy and in electronic format to 

Hard copies should be sent to: 

June E. Tierney, Esq.

Special Counsel

Vermont Department of Public Service

112 State Street, Drawer 20

Montpelier, VT 05620-2601

Electronic Copies may be sent to:

june.tierney@state.vt.us

chris.campbell@state.vt.us

ronald.behrns@state.vt.us

The Department of Public Service reserves the right to accept or reject any or all bids. The proposals will be evaluated by the technical and legal staff of the Department. If an applicant is selected, they will be invited to negotiate a contract. 

Questions Concerning RFP

Questions about this RFP should be directed to:

June E. Tierney, Esq.

Special Counsel

Vermont Department of Public Service

112 State Street, Drawer 20

Montpelier, VT 05620-2601 

(802) 828-2335

