SETTLEMENT AGREEMENT

L INTRODUCTION

L Michigan Astorney General Mike Cox (the “Michigan AG” or the “AG”Y and Sprint
Commumnications Company L.P. (“Sprint” or the “Company™), by their authorized representatives
enter into this Settlement Agreement ("Settlement Agreement” or "Agreement™) to resolve the
Complaint Michigan Public Service Commission ("MPSC" or "Commission") Case No. U-14330,
filed by the Michigan AG regarding alleged non-compliance with the Michigan
Telecommunications Act and Related Potential Claims,

¥

2. The Michigan AG filed the Complaint based upon informal complaints lodged by
Michigan consumers with the Commission and /or the AG. The complainis generally alleged that
when consumers conducted transactions in Sprint PCS Retail Stores, the consumers® analog
wireline intral.ATA, interLATA, and in some instances local exchange services, were changed to
Sprint allegedly without the consumers® authorization. Accordingly, the Michigan AG brought
the Complaint on behalf of 11 Michigan consumers’ considered representative of the complaints
received and processed by the Conmission and/or the AG.

L BEFINITIONS
3. For purposes of this Settlement Agreement, the following definitions shall apply:

a. “Complaint” means the formal complaint filed by the Michigan AG against
Sprint assigned MPSC Case No. U-14336,

4 b. “Effective Date” means the date on which the Commission issues an order
o dismissing MPSC Case No. U-14336 with prejudice. ’

¢. “Operational Audit” means an audis conducted on-site at a Sprint PCS store
and includes the examination of whether store managers and sales
representatives are complying with Sprint's methods and procedures
governing sales of Sprint products and services at such stores.

d. “Parties” means Sprint and the Michigan AG,

e.  “Related Potential Claims’ means any violations under MCL 484.2502,
484.2505, MPSC slamming rales, and any related claims for fines, damages,
Liabilitles, penalties, attorneys’s fees, losses, costs and expenses, of any kind
or character, at law or equity, known or unknown, prior to the Effective Date
of this Agreement that involve any activities of Sprint, through Retail Stores
or otherwise, to solicit or transfer Michigan consumers’ analog wireline
service providers to Sprint and includes ailegations that some of these
activities involved the switching or attlempted switching of their analog
witeline sevice provider without consumers knowledge, consent or
authorization,

f. “Retail Stores” means any of the following retail stores located in the State of

“The Michigan AG’s original complaint included the allegation of 12 Michigan consumers, but ane chose
to withdraw and not participate in the case after filing.



Michigan that sell analog wireline services in conjunction with Sprint PCS
services: Sprint PCS, PCS affiliate, and Radio Shack stores,

g "“Sprint” or the “Company” means dizectors, officers, employees, agents or
any other person acting under, by, through, or on behalf of Sprint
Communications Company L.P., directly or indirectly, or through any
corporate or other device, including any subsidiaries, affiliates, and
successors as well as any corporate predecessors or assigns controlling or
controlled by Sprint

h. “Sales Representative” means an individual that markets services on hehalf
of Sprint in Retail Stores.

HL REPRESENTATIONS

4. Sprint represents and warrants it has good and sufficient funds available 1o meet
tully all financial obligations calied for in this Agreement.

3. Sprint and its representatives, agents, employees, or any other person who acts
under, by, through, or on behaif of Sprint, directly or indirectly, or through any corporate or other
device, shall not represent or imply that any activity hereinafter used or engaged in by Sprint has
been approved, in whole or in part, by the Attorney General,

Iv. APPLICATION

6. This Agreement shall be binding upon and inure to the benefit of the Parties and
their successors and assigns. This Agreement shall also be binding upon and inure 10 the benefit
of any corporate parent, holding company, d/b/a, affiliate or subsidiary of Sprint to the extent
necessary (o ensure that the rights and obligations created by this Agreement are effectuated and
sutvive any merger, dissolution, or change in Sprint’s lepal pame, identify, organization, or
function.

6.1  Tor a period of two (2) years following the Effective Daie, Sprint shail be
responsible for making the substantive terms and conditions of this Agreerment known to all
appropriate persons responsibie for implementing the terms and obligation set forth in this
Agreement,

V. AGREEMENT

7. This Settlement Agreement covers the sale of analog wireline services by (except
where otherwise noted) Sprint PCS Retail Stores through the Effective Date.

8. The Parties agree and acknowledge that this Settlement Agreement shall
constitute a full and final settlemont of the Complaint and all Related Potential Claims.
The commitments undertaken herein have been or will be effectuated pursuant to the
terms of the Settlement Agreement. In express reliance on the covenants and
representations contained herein, and in order to avoid the further expenditure of scarce
public resources, the Michigan AG agrees to the dismissal of the Complaint with
prejudice and to waive, release, and compromise all Related Potential Claims. This
Settlement Agreement does not release any claims based on activity that occurs after the
Effective Date.



9. In consideration for dismissal of the Complaint and waiver, release and
compromise of all Related Potential Claims, Sprint agrees to the terms, conditions, and
procedures contained herein. Further, the Michigan AG will not solicit CONSUIMers,
encourage consumers or aid consumers in filing any complaints, actions or proceeding
against Sprint pertaining io the Complaint and all Related Potential Claims for activity
that occured before the Effective Date.

10 This Agreement does not prohibit, whether by the doctrine of res judicata or
otherwise, any other person, entity or government agency, including but not limited to the
MPSC, from pursuing any rights or any available remedy or remedies that they might
have pursuant to applicable law. Nothing herein shall be construed as a compromise or
waiver of any private right of action by any non-pasty. This Agreement does not create
any private rights or causes of action in any third parties.

1. The Parties agree that this Settlement Agreement does not constitute either an
adjudication on the merits or a factual or legal finding or determination regarding any
comphiance or nou-compliance by Sprint with the requirements of the Michigan
Telecommunications Act, the federal Telecommunications Act of 1996, the MPSC’s
rules, or any other statute, order or rule. It shall not be proper for the AG, the MPSC or
any person or entity to utilize this Settlersent Agreement, which is the product of
compromise, to prejudice Sprint or the AG in any future proceedings or action, The
Parties agree that this Settlement Agresment is for settlement purpcses only and that while
agreeing to this Setflement Agreement, Sprint denies lability and denies violating the
Michigan Telecommunications Act, the Telecommunications Act of 1996, the MPS(s
rules and any other statute, order or rule in conpection with matters described in the
Complaint and all Related Potential Claipus, :

12. In consideration for final resolution of the Complaint and all Related Potential
Claims and in accordance with the terms of this Settlement Agreement, Sprint agrees Lo
the terms, conditions, and procedures described below in subparts (a)-(}), which concem
the sale of analog wireline long distance service in Sprint PCS refail stores and where
explicitly indicated below in all Retail Stores. Unless otherwise noted, beginning 60 days
after the Effective Date of the Settlement Agreement, Sprint agrees to implement the
Compliance Plan delineated below. Nothing in this Compliance Plan shall alter Sprint’s
obligation to comply with governing federal and state statutes, rules and orders, subject 1o
paragraph 13 below. Accordingly, Sprint agrees to:

a. Payment — Sprint shall pay the State of Michigan the amount of $450,000 to
reimburse the Attorney Goneral for legal, investigative, and administrative
expenses and other consideration. Payment shall be made by check payabie 1o
the "State of Michigan” and remitted to the Assistant-in-Charge, Katharyn
Barron, Consumer Protection Division, P.O. Box 30213, Lansing, MI 48909,
The check shall reference "Sprint Communications Company L.P.". The
payment shall be made within thirty calendar days after the Effective Date.
Sprint shall donate 2,500 new Nokia 35881 wireless handsets, satisfying the
requirement in the FCC's E9I1 First Memorandum Opinion and Order,
issued in 1997, that CMRS carriers forward all 911 calls to public safety
answering points (PSAPs) regardless of their service-subscription status,
with a cumulative value of approxirmately $373,000 to a Michigan charity or



charities at the direction of and to be identified by the Michigan AG. Sprint shall
donate 10,000 Domestic Phone Cards with a cumulative value of $100,000 to a
Michigan charity or charities at the direction of and to be identified by the
Michigan AG. Sprint shall donate 30,000 International/Domestic Phone Cards
with a comulative value of $300,000 to Michi gan military bases and/or the
Michigan National Guard at the direction of and as specified by the Michigan
AG. All dopations shall occur within sixty calendar days after the Bffective
Date, or longer, not to exceed 90 days, as directed by the Michigan AG. The
Michigan AG must provide Sprint reasonable notice to allow time for processing
and distribution. None of the donations shall include "marketing materials," and
the AG must approve the communication that accompanics the donations.
"Marketing materials,” for purposes of this paragraph, shall not include Sprint
brands and trademarks appearing on phone and phone cards and shall not include
the user manual and terms and conditions of service that are prepackaged with
Sprint phones.

b. Marketing - In Retail Stores, unplement and/or maintain a process change to
include a confirmation card that will be given to consumers at the time the
transaction occurs in order to inform them that completing a third party
verification call (“TPV™) or, alternatively, signing a Letter of Agency (“LOA™)
to change a subscriber's residential long distance service will mean that the
wireline long distance service(s) will he changed to Sprint for any residential
wireline telephone number(s) provided by the consumer. The confirmation card
will state that the service in question is for “home long distance service” and not
PCS wireless service. The confirmation card will be provided in sales training
materials. When TPV is used for verification, h Sonsumer also will be notified
and requested to confirm during the TPV that the service at issue is fot “home
long distance service.” ‘ -

¢. Employee Training ~ Sprint will ensure that new Sales Representatives
employed in the Sprint PCS stores will complete training regarding selling
wireline long distance services within thirty (30) days of beginning their
employment. The traiwing will include Sprint’s sales procedures and smphasize
Sprint’s prohibitions regarding deceptive marketing practices and nnauthotized
switches of preferred carriers; guidelines for ethical behavior in making retail
sales; and rules regarding procedures carriers must follow prior o submitting or
executing & change in a consumer’s preferred long distance service provider.
Sprint also ageees to require Sales Representatives employed by Sprint o
complete refresher tiaining on Sprint's sales procedures and guidelines for ethical
sales behavior, including information on using the Sprint Ethics Helpline as a
means of reporting conduct that may violate Sprint's sales procedures,

d. Training of Sales Representatives not emploved by Sorint — For those Retajl
Stores not owned by Sprint, provide sales training materials which shall include
Sprint’s sales procedures and emphasize Sprint’s zero-tolerance policy for
slamming and deceptive marketing practices. The training materials shall
include the notification Janguage in the confirmation card referenced in
Paragraph 12(b) above and an overview of Sprint’s guidelines for ethical
behavior in making retail sales. Sprint further agrees to use its commercially
reasonable best efforts to include a fraining requircment in new confracts with
any retailer selling Sprint’s analog residential wireline long distance services in




conjunction with its PCS services. The training requirement shall provide that, at
& rainimum, agents are to rnake the fraining materials available to Sajes
Representatives and disclose that Sprint monitors compliance with the
Company’s policies.

e. Verification and Authorization - For Retail Stores, implement and/or maintain
& process under which a Primary Interexchange Carrier (PIC) change order for
analog wireline long distance service purchased in a Retail Store will not be
submitted unless either (a) there is TPV of the sale; or (b) the written {paper ar
electronic) LOA has been submitted to a centralized verification organization for
review and approval.

. Record Retention — Unless or untii all analog wireline long distance service
sales purchased in a Retail Store are confirmed by TPV, maintain a process ander
which all LOAs that will be used to demonstrate corapliance with verification
procedures will be storad at a centralized location or repository managed by
Sprint.

2. Post Sales Confirmation Upon a sale of its analog wireline long distance
service(s) in a Retail Store, confirm authorization of Sprint as the subscriber’s
preferred carrier by sending to each customer a “welcome kit” that identifies the
subscriber of record for the Sprint account, the service plan(s) selected by the
subscriber, the services selected, a toll free customer service telephone number
that consumers can call if they believe that their wireline analog long distance
service has been switched without anthorization, terms and conditions of the
service(s), and information regarding what to do in the event of an unauthorized
preferred carrier change. o

h. Sprint Call Center Complaint Resolution — Maintain a specially trained group
of employees, such as the Sprint Slamming Actton Center, to handle consumer
calls alleging that an unauthorized preferred carrier change has cccurred. Upon
receiving such calls, Sprint will transfer them to this specially trained group.
These subject matter experts will research the custormer’s account during the
customes’s call whenever feasible, and when not feasible, will arrange to call the
customer back., Where TPVs or LOAS are not found within 30 days of receipt of
the complaint, alt charpes billed to the account during the first 30 days after the
unauthorized change will be absolved; if the subscriber was billed directly by
Sprint and has paid the charges, a refund shall be issued, and where the charges
are unpaid or the charges were paid but were billed on Sprint’s behalf by the
subscriber’s local telephone company, a credit shall be applied to the account,
Where TPVs or LOAs are found, credits may be provided to customers based on
{actors such as the time that has elapsed between the customer’s switch and the
registry of his or her complaint, the amount due, and the customer’s payment
history. The system used by the subject matter experts will allow Sprint to
record relevant information provided by the customer, such as transaction
location (e.g., Sprint PCS or other retailer), any allegations of fraud (e.g., forgery
or identity theft), and/or deceptive arketing, without regard to the merits of the
allegations made. Sprint shall compile this information received from customer
calls on & monthly basis to identify any problems that may require retraining, and
Operational Audit or other proactive measures to ensure future compliance with
the Coropany’s policies. The specially trained group of employees handling
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13.

these calls and complaints shall not derive commission based compensation tisd
10 the volume of sales generated.

i. Complaint Resolution Process ~ Sprint shall send written correspondence to
consuers who file complaints with a relevant governmental agency defailing the
Company’s findings regarding the complaint and any actions taken by the
Company as a result of the account research conducted by Sprint. At the request
of the AG, Sprint shall identify a direct contact in its legal department to assist in
promptly resolving any consumer complaints referred by the Michigan AG.
Irrespective of how Sprint receives a consumer’s complaint (whether via the
Sprint Call Center or via a relevant governinental agency), where a TPV or LOA
is found and Sprint has credible evidence that the preferred carrier change was
verified as a result of fraud, Sprint shall absolve the subscriber of all charges
billed as a result of the unauthorized change and terminate the account at the
consumer”s request; refunds shall be issued to the subscriber, if billed directly by
Sprint, for any charges paid; and credits shall be issved for unpaid charges billed
to the account or for paid charges in the case of subscribers billed on behalf of
Sprint by the subscriber’s local telephone company. In casss where Sprint has
submitted adverse information to a credit bureau hased on 2n unauthorized
preferred carrier change as determined by a relevant governmental agency or
fraudulent verification as demonstrated by credible evidence, Sprint shall submit
information to the credit bureau to correct the adverse report and notify the
affected consumer that it has done so.

I Store Audits - Sprint will conduct an Operational Audit of each Sprint PCS
stere at least every six months, For any Sprint PCS store whose Complaiat Rate,
as defined below, exceeds the average for all Sprint PCS stores by more than one
standard deviation in any calendar month following its last Operational Andit, that
store’s next Operational Audit shall include a review of that store’s adherence to
Sprint’s procedures for selling analog wireline long distance service. Such audit
will include a randomly selected, unannounced observation at the subject store of
the store’s selling methods and adberence to Sprint’s sales procedures and
principles of business conduct. If the audit discloses any material departure from
Sprint’s sales procedures and principles of business conduct, a written report that
includes recommendations to the store manager for an action plan for the store to
improve its compliance will be prepared within one month of the Operational
Audit and will be furnished 1o the store manager and his or her supervisor. For
purposes of this paragraph, “Complaint Rate” means the number of complaints
without regard to the merits of the complaints received by Sprint associsted with
sales at the store divided by the number of analog wireline long distance sales by
the store. A Compliance Report regarding the material findings of an Operational
Audit shall be made available to the AG upon specific request provided that no
such request shall be made until 6 months following the Effective Date and that
the AG shall allow at least 6 months to elapse between such requests.

Sprint’s agreement to enter into this Settlement Agreement is expressly contingent

upon the issuance of an Order by the MPSC that shall dismiss the Complaint with prejudice.

14.

In the event that this Settlement Agreement is rendered invalid by any court of

competent jurisdiction, it shall become null and void and may not be used in any manner in
any legal proceeding,



15. The Parties agree that if any provision of the Seitlement Agreement conflicts
with any subsequent federal or state statute or rule or order adapted by the FCC or the
MPSC, where compliance with the provision of the Setilement Agreement would result in
a violation, that provision will be superseded by such MPSC or FCC sule or order.

ia. The Parties agree that the commitments made by Sprint in paragraphs 12(b)-(j}
shall expire two (2) years after the Effective Date, At that time, Sprint shall remain
committed to full compliance with the applicable rules, statutes and orders that are
effective at that time,

17. This Seftlement Agreement constitutes the entire Settlement Agreement between
the Parties with regard to compromising and settlin g the Complaints and all Related
Potential Claims and all prior negotiations and understandings relating thereto batweaen
the Parties shall be deemed merged into this Agreement.

18. No representations, warranties, or inducements have been made by the Parties to
each other concerning this Settlement Agreement, other than thoss representations,
watranties and covenants contained in this Settlement Agreement,

19. No waiver, modification or amendment of the terms of this Settlement
Agreement shall be valid or binding valess made in writing, and signed by all Parties
atfected and then only to the extent sei forth in such written waiver, modification, or
amendmant,

24, Hxeept for the Parties’ respective obligations hereunder, and for and in

consideration of the mutual promises and covenants contained herein, and other goj;;d',,angi
valuable consideration, the sufficiency of which are hereby acknowledged, the Michigan

AG does hereby and forever discharge and release Sprint, and its respective parent,
subsidiary and affiliate corporations, officers, directors, shareholders, eraployses, agents,

Successors, consultants, representatives, attorneys and assigns, of and from the Complaint

and all Related Potential Claims,

2L Each of the Parties participated in the deafting of this Settlement Agreement, and
therefore the terms of this Settlement Agreement are not intended to be construed against
any of the Parties by virtue of draftsranship.

22, Sprint shall not effect any change in its form of doing business or its
arganizational identity as a method of avoiding the terms and conditions set forth in this
Agrecment.

23 Any failure by any Party (o the Agreement to insist on strict performance by any
other Party of any provision of this Agreement shall not be desmed a future waiver of any
of the provisions of this Agreement, and such Party, notwithstanding such failure, shail
have the right to insist upon the specific performance of any and all of the provisions of
this Agreement.

24, This Agreement shall be governed by, construed and enforced in accordance with
the laws of the State of Michigan, including, but not limited to, its conflict of laws
principles.

25. The Parties agree that venue for any and all matters or disputes arising out of this
Agreement and asserted by or against the AG shall lie solely in Ingham County,



Michigan,

26. Sprint has caused this Agreement to be executed by an authorized representative,
as trug act and deed, as of the date affixed next to his/her signature. Said representative
and Sprint sespectively affirm and warrant that s/he is acting in his/her capacity and within
his/her authority as a corporate officer of Sprint and that by hisfher signature said
representative is binding Sprint to the terms and conditions of this Agreement. Sprint
further represents that it has been represented by counsel in connection with this
Agreement and that Sprint is fully satisfied with the representation of its counsel.

27. This Settlement Agreement fs not severable. Each provision of the Setflement
Agresment is dependent upon all other provisions of the Settlement A greement. Failure
to comply with any provision of the Settiement Agreement constitutes failure to comply
with the entire Settlement Agreement. If the MPSC rejects or modifies this Settlement
Agreement or any provision of the Settlement Agreement, the Settlement Agreement shall
be withdrawn and shall not constitute any part of the record of this proceeding or be used
for any other purpose.

28. This Settlement Agresment may be signed in counterparts.
For the Michigan ey General For Sprint
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Assistant Attorney General (/ f,/” = - Viee President
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Thomas E, Mateer,
Vice President




