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EXECUTIVE SUMMARY
MVX COMMUNICATIONS, LLC
DOCKET NO. T-03793A-99-0608

MVX Communication, LLC requests approval to transfer its Certificate of Convenience
and Necessity to provide intrastate toll service to MVX.Com Communications, Inc., an affiliate
who holds a Certificate of Convenience and Necessity to provide local telecommunications
service. The combined companies provide service to 18 customers in Arizona. The two
companies merged on May 5, 1999 and the merged company changed its name to QuantumShift
Communications, Inc. ’

Staff recommends retroactive approval of the merger and approval of the transfer of the
Certificate of Convenience and Necessity. Due to the large net loss experienced by the
combined company, Staff also recommends that QuantumShift Communications, Inc. be ordered
to establish an escrow account or post a bond sufficient to equal sixty days of revenue from

‘Arizona customers. Staff recommends that the Commission find that if QuantumShift

Communications, Inc. does not comply with R14-2-1107 when discontinuing local service, the
account or bond will be forfeited.
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Introduction

On October 26, 1999, MVX Communications, LLC ("MVX LLC") filed a letter
requesting that the Arizona Corporation Commission ("Commission") transfer its Certificate of
Convenience and Necessity ("CC&N") to MVX.Com Communications, Inc ("MVX.Com"). On
June 4, 2001, MVX.Com received Commission approval to change its name to QuantumShift
Communications, Inc. ("QuantumShift").

MVX LLC received a CC&N to provide competitive intrastate toll service in Decision
No. 61989, dated October 8, 1999. On June 9, 2000, in Decision No. 62640, MVX.Com

received a CC&N to provide competitive local exchange resold telecommunications services.

The letter requesting the CC&N transfer also indicated that the two companies had
merged pursuant to an Agreement of Merger effective May 5, 1999.

Customer Complaints

The Commission's Consumer Services database indicates there were no complaints
regarding MVX.Com, MVX LLC or QuantumShift in the past year.

Purpose of the Transfer

The purpose of the transfer was to effect an organizational change whereby the two
affiliated companies would combine operations resulting in one company holding a CC&N to
provide both local service and intrastate toll service.

A.R.S. Section 40-285

AR.S. Section 40-285 requires Arizona public service corporations to receive
Commission approval to consummate a merger with another Arizona public service corporation.
MVX LLC and MVX.Com did not seek Commission approval before their merger, although
both were Arizona public service corporations at the time of the merger. Because there are no
complaints on file against these companies and it appears that no harm was caused to Arizona
customers by the merger, Staff recommends the Commission approve the merger retroactively.

QuantumShift

QuantumShift, the privately-held surviving company, provides various voice, data and
wireless telecommunications services across the United States. It also provides consulting
services to businesses relating to the management of telecommunications technology, service and
billing with the goal of reducing the client's telecommunications expenses.
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QuantumShift's December 31, 2000 financial statements reflect a net loss for the year of
$33.8 million on revenues of $9.3 million. In a press release issued on December 5, 2001, the
company indicated it recently raised over $32.0 million in funding in its third round of
institutional funding. The press release also said that "With the revenue growth so far in 2001,
QuantumShift is on schedule to reach cash flow profitability in the second half of 2002".

QuantumShift currently provides local exchange and interexchange service to eighteen
customers in Arizona.

Decision Nos. 61989 and 62640

Decision Nos. 61989 and 62640 granted MVX LLC and MVX.Com their CC&Ns to
provide long distance service and local service, respectively. Decision No. 61989 required MVX
LLC to file information with the Commission that demonstrates financial viability or establish an
escrow account before it is authorized to charge its intrastate toll customers any prepayments,
advances or deposits. Decision No. 62640 contains similar language regarding prepayments,
advances or deposits for MVX.Com. According to a company representative, QuantumShift has
not collected, nor does it plan to collect any deposits from Arizona customers.

Conclusions and Recommendations

Because the merged company has the combined experience of its predecessors providing
telecommunications services and the Commission has not received any complaints regarding the
companies at issue, Staff recommends approval of the transfer of the CC&N and retroactive
approval of the merger.

However, Staff is concerned about QuantumShift's financial health as indicated by its net
loss for year 2000. Therefore, to motivate QuantumsShift to provide a reasonable opportunity for
its customers to find another service provider in the event QuantumShift discontinues service,
Staff further recommends the Commission order QuantumShift to establish an escrow account or
post a bond equal to 60 days of revenue from Arizona customers and file documentation of the
bond or account with the Commission within 30 days of the Order of this matter.

Staff further recommends that the Commission find that if QuantumShift does not
comply with R14-2-1107 when discontinuing local service, the account or bond will be forfeited.

Staff recommends a hearing be held on this matter.

MVX.SR.LINS



http://MVX.Com

