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BY THE BOARD:

On September 14, 2012, TCG New Jersey, Inc. (“TCG New Jersey”) and Teleport
Communications America, LLC ("TCAL and collectively, the “Petitioners”), by their counsel and
pursuant to N.J.SA. 48:2-51.1, N.J.S.A, 48:3-7 and N.JA.C. 14:1.5.14 filed a verified joint
Petition requesting that the New Jersey Board of Public Utilities ("Board") approve a proposed
internal merger of TCG New Jersey and TCAL, both of which are wholly-owned indirect
subsidiaries of AT&T Corp., and the transfer of TCG New Jersey's license to TCAL. Upon
completion of the reorganization, TCAL will provide telecommunications services to all of the
customers of TCG New Jersey at the same rates, terms, and conditions that they currently
receive.

BACKGROUND

TCG-NJ is a Delaware corporation with headquarters in Bedminster, New Jersey. TCG-NJ is
directly owned by TCG Joint Venture Holdings, Inc., (1%) and TCG Partners {99%) both of
which are wholly owned by Teleport Communications Group Inc., and indirect subsidiaries of
AT&T Corp. TCG New Jersey obtained authorization to provide local exchange and
interexchange telecommunications services when it assumed the operating authority of TCG
Delaware Valley, Inc. See Order, /M/Q the of Petition of TCG_New Jersey. inc. and TCG
Detaware Valley, inc. for Approval of Internal Merger and Transfer of Control as Part of internal




Carporate Restructuring, Docket No. TM08010054, dated March 4, 2008. TCG-NJ is also
authorized to provide telecommunications services in Delaware, Massachusetts, New
Hampshire and Pennsylvania. TCAL is a Delaware limited liability company with headquarters
in Bedminster, New Jersey. TCAL is a wholly owned subsidiary of Teleport Communications
Group Inc. which is a wholly owned subsidiary of AT&T Corp.

AT&T Corp. is a New York corporation with headquarters in Bedminster, New Jersey. AT&T
Corp operates a worldwide telecommunications network and either directly or through its
subsidiaries offers wireline and Internet-based services and products serving refail residential,
business, government and wholesale customers. AT&T Corp. is a subsidiary of AT&T Inc.
{formally SBC Communications inc¢.).

DISCUSSION

As noted above, TCG New Jersey and TCAL are both wholly owned subsidiaries of Teleport
Communications Group Inc., a wholly owned direct subsidiary of AT&T Corp., which inturn is a
wholly owned subsidiary of AT&T Inc. According to the petition, on or about December 31,
2012, the assets, liabilities, and operations of TCG New Jersey and TCAL will be merged and
the surviving entity will be TCAL. TCAL will also assume TCG New Jersey’s Authority to
provide telecommunications services in New Jersey.

According to the petition, the proposed merger is part of an ongoing effort by AT&T Inc., the
parent of AT&T Corp., to simplify the corporate structures of its subsidiaries. The petitioners
claim that this merger will resuit in a more streamlined corporate structure that will enable AT&T
Corp. more efficiently to achieve operational, administrative, and strategic cbjectives.

The proposed merger is entirely internal to AT&T Inc., which is and will remain the uitimate
corporate parent of AT&T Corp. and therefore will retain complete indirect ownership and
control of the assets, operations, and authorizations used to provide regulated services in New
Jersey,

In evaluating this petition, the Board must be satisfied that positive benefits will flow to
customers and the State of New Jersey and, at a minimum, that there are no adverse impacts
on any of the criteria delineated in N.J.S.A. 48:2-51.1; NJA.C. 14:1-5.14(c). Also, under
N.J.S.A. 48:3-7 and N.J.8.A. 48:3-10, the Board is required to determine whether the public
utility or a wholly owned subsidiary thereof may be unable to fulfill its pension obligations to any
of its employees.

Petitioners assert that there will be no change in the rates or terms and conditions under which
TCG New Jersey currently serves customers either under tariff or contract. Following the
merger, TCG New Jersey will assign its service agreements to TCAL, and TCAL will adopt TCG
New Jersey’s tariffs. The same personnel who manage these services will continue to do so
and there will be no change in the network assets used to provide these services. Further, the
Petitioners state that there are no adverse employment actions planned as a result of the
merger. Petitioners aiso state that the merger will be transparent to customers, with the only
change being a name change from TCG New Jersey to TCAL, and that the surviving entity
TCAL, will make any required name changes to tariffs.

The Division of Rate Counsel has reviewed this matter and by letter dated October 12, 2012,
states that it does not object to Board approval of the Petition.
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FINDINGS AND CONCLUSIONS

After a thorough review of the petition and all related documents, the Board concludes that
there will be no negative impact on rates or service quality since TCG New Jersey’s, New
Jersey customers will continue to receive the same services at the same rates, through the
same assets, provided by the same employees and under the same terms and conditions.
Also, the Board is satisfied that positive benefits will flow to customers based on the record
presented by Petitioners as the transaction will resuit in a more streamlined corporate structure
that will enable AT&T Inc., the parent of AT&T Corp., to more eificiently achieve potential
operational, administrative and strategic objectives. In addition, the Board is persuaded that

Petitioners will make every effort to minimize any potential adverse impact to employees in New
Jersey.

Accordingly, the Board FINDS that the proposed merger will have no material impact on the
rates of current customers, or on employees. The Board also FINDS that the merger will have
no negative impact on the provision of safe, adequate and proper service, and will positively
benefit competition. Therefore, after investigation, having considered the record and exhibits
submitted in this proceeding, the Board FINDS that the proposed merger is in accordance with
the law and in the public interest, and HEREBY ORDERS that within 7 days of the
consummation of the transfer Petitioners shall notify the Board of the closing of the proposed
transaction and that within 30 days new tariffs shall be filled with the Board to reflect the name
change.
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