





September 2, 2002

To:

"Robert E. Hall" <hall@hoover.stanford.edu>

"Susan E. Woodward" <Woodward@NetEcon.com>

Cc:


Npnt2002@lycos.com

Barry@SF-Attorney.com

Barry200@aol.com (personal)


Frank@StockSkill.net
Subject: NORTHPOINT VALUATION

CONTACT INFO

Barry's contact info:


(addition - includes his e-mail addresses)


Barry K. Tagawa


Managing Partner


The Law Office of Barry K. Tagawa


57 Post Street,


Suite 900


San Francisco, California 94104


Telephone: 415-951-8600


Fax: 415-951-8626


URL: http://www.sf-attorney.com

http://www.lawyers.com/sf-attorney

e-mail:


Barry@SF-Attorney.com

Barry200@aol.com (personal)

Frank's contact info:


(addition - includes his profile page with photo, and his)


(bank statements - Frank takes pains to be open to shareholders)


Frank Harding


82 Beechwood Dr.


Westport, Ma 02790


e-mail: Frank@StockSkill.net

phone: 508-636-4099


Frank's Northpoint website:


http://www.stockskill.net

Frank's profile and photo


http://profiles.yahoo.com/Frankx96

Frank's bank statements - contributions by shareholders


http://www.stockskill.net/NPNTQ/Frank-Harding-Bank-Statement.html
RAW MATERIAL FOR VALUATION ARGUMENTS

I am sending copies of this document to Frank Harding and Barry K. Tagawa so they are brought into the loop.  You can find a chronological record of events and shareholder observations at Frank's website:


http://www.stockskill.net
This is a Microsoft Word document.  Footnote/endnote references are used in this fashion: [NPNT-VZ-SEC]

Barry has some "sealed" documents that he can only show to

you.  This is stuff from FLK's records.  It consists of

reports that Folger, Levin & Kahn had in their records -

approx. 5 reports submitted by Northpoint and 7 by experts

from Verizon.  They are known to contain one estimate of

$750M and one report by an expert from UCLA at $4B which

estimates value by considering what Northpoint would be

worth 5 years from now and what that means in today's dollars.

You will know more when Barry shares his info with you.

Once you confirm you interest, Frank will tell shareholders

that we have retained you as our "valuation" expert.  This

will trigger another round of donations, which will hopefully

be enough to cover your expenses.  It may also be the trigger

for similarly aligned "institutional shareholders" to throw

their weight behind Frank's effort with their money.

Barry is looking for a trial lawyer as well - if you know of

someone, please let him know.

A number of shareholders - including Frank - are interested

in making Verizon pay - not only because it will line their

pockets eventually, but because of a need to right a wrong

that was committed.  Many would have liked to see Northpoint

resurrected if a high enough win was achieved - however, that

is probably unrealistic at this point.

If this settlement is rejected by Judge Carlson, shareholders

wish to take it to jury trial.  We do not wish a settlement

of $400M to replace the current $175M (that is what bondholders

would want).  We want the jury trial.

We will get it only if Judge Carlson sees that the settlement

of $175M is below the range of possible valuations.  However,

we need to show the range of possible valuations is considerably

above $400M or even $600M - in order to stave off any effort

by Verizon to offer a settlement of $400M, which means nothing

to shareholders.  Bondholders benefit from settlements up to

$600M, after which shareholders start to benefit (debts are

around $600M).

“MINI-TRIAL” ON THE MERITS OF THE LAWSUIT

The Trustee and evidently the Judge have asked that there be

no "mini-trial" on the "merits of the lawsuit" against Verizon.

I have taken this to mean that discussion of "lawsuit merits"

will be attenuated and the question of valuation will dominate.

This maybe an incorrect reading, but it would support the problem it would create for the Trustee and FLK if they now say that they have a weak case, when that could be countered by their earlier public statements about the strength of the case and that “$4B was not unattainable”.  I would think FLK would be reluctant to go along with this line of testimony.

LAWSUIT FINANCING

The Trustee invited bids for the lawsuit financing - there

were 5 bidders and 30 bids.  The winning bid paid $7.5M

at zero interest in return for a 3-5% share of win or settlement.

The Trustee has earlier indicated in an e-mail to shareholders

that neither the lawsuit financiers or the creditors can

influence when the lawsuit should be settled (which is reasonable

given the incredible self-benefit lawsuit financiers could

derive by settling immediately for $10M for example).

CIBC - Canadian Imperial Bank - which had lent $38M in DIP

(debtor-in-possession) financing - was opposed to lawsuit

financing.  It is still one of the primary opponents to

the lawsuit going to jury trial.

You can e-mail either Frank or me if you need specific background

information.  We have the ability to mobilize a number of people

on the same problem.

RECENT BACKGROUND - SETTLEMENT HEARING

Shareholders made their appearance in court when Frank hired Barry K. Tagawa and sought support from other shareholders.

The most recent hearing had been scheduled due to bondholders request for time to prepare.  Barry first appeared in Court at this hearing and presented himself as an attorney for shareholder Frank Harding.  Judge Carlson recognized Barry as an interested party and scheduled a hearing for Sept 13, 2002 - with Trustee, bondholders and shareholders each given 2 hours to present their case.  Later the Trustee asked for 3 hours, and bondholders and shareholders were reduced to 1.5 hours each.

Judge Carlson told Barry in no uncertain terms that he wants an “expert” on the stand – someone he can talk to – he does not want a CEO, he wants an expert.  I am guessing that Judge Carlson has questions on his mind that “expert reports” cannot resolve.  And he does not want professional “posture”.  He wants the facts.

Judge Carlson allowed Barry and the bondholders attorney access to FLK’s restricted records.  The bondholders are reported to be copying documents left and right.  Meanwhile Barry had to operate under financial constraints he would have preferred not to have.

The interested parties in the settlement hearing on Sept 13 will be:


Trustee in Chapter 7 for Northpoint - Ms. E. Lynn Schoenmann


Folger, Levin & Kahn (FLK)

Doug Sullivan, Sam Miller, Michael Kahn


Attorneys for Northpoint litigation against Verizon


Pachulski, Stang, Ziehl, Young & Jones

John Fiero, Kenneth H. Brown


Attorneys for Chapter 7 Trustee



FLK maybe called to the stand by the Trustee to summarize

the thinking in the 11 expert reports they have.  They will

no doubt try to emphasize the lower estimates, while

discounting the higher.



The Trustee, in her current capacity is representing



Verizon, by her obligation to push forward the settlement



in good faith.  She also is representing the secured



creditors who provided DIP (debtor-in-possession) financing



- CIBC (Canadian Imperial Bank) - which has been very



aggressive against pursuit of the lawsuit and earlier,



pursuit of financing for the lawsuit by the Trustee.



They want nothing to do with jury trial.  They have always



wanted to settle for next to nothing, because they are the



first in line - so any miniscule award will do.



The Pachulski law firm was the counsel for Creditors'

Committee in Chapter 11.  Shareholders see this as a

conflict of interest if the Trustee's camp is waving the

Creditors' flag.  This when the Trustee was quite gung-ho

about achieving $4B in her comments to shareholders.  She

had also invited shareholders to come to court, because it

might be helpful.



The Creditor's Committee counsel were paid above $600,000

At estate expense.  This in contrast to the U.S. Trustee's

Office denial of shareholder requests for a Shareholders'

Committee in Chapter 11, "because there are no funds".

[news-Trustee]


Verizon



will not be allowed into the settlement hearing it is an

"in camera" hearing, and Verizon is not directly involved


Bondholders



they are "sitting on the fence" - they are collecting

information, and will decide after Labor Day.  They

represent some bondholders who ALSO maybe shareholders.



Although their interests are not aligned with shareholders

· they would be content with a $400M settlement instead of

a $175M settlement - jury trial is not per se their goal,

although it could be a means to their goal.



Some bondholders have been known (SEC filings) to have

acquired 8.4% and 11% of outstanding shares very recently



- when share prices fell from 0.2 to 0.01 when news of



settlement was announced.  Share prices had risen to 0.2



in anticipation of jury trial on July 29, 2002.



Prior to settlement, all signals indicated a go-ahead.

Verizon suffered a defeat on its motion for summary

dismissal of the fraud and misrepresentation charges

(not including the breach of contract cause of action).

Judge McBride cited Fact Nos. 43-47 in NorthPoint's (FLK) amended complaint to dismiss Verizon’s motion.

At that time the Trustee said:  ``We are aggressively going

to pursue the fraud claims,'' and ``I think $4 billion is

not out of the realm of possibility.''

[VZ-fraud-misrepresentation-McBride]


Shareholders



attorney Barry K. Tagawa, representing Frank Harding.



who is informally representing 70 shareholders who have



contributed $50 to $1000 to finance him.  He is the sole



client of Barry, due to logistical reasons.  Also it



prevents another "big shareholder" bondholder from taking



control of Barry.  They would have to join in Frank and the



shareholders' effort.

Barry has started to hear from some "institutional

shareholders", and possibly some speculators interested in

taking over the lawsuit, possibly so they can better

control it.



It is possible their only option may be to join Frank's

effort.



It is unlikely that another group would have the manpower



that shareholders command - who have had a year and a half



to develop their sensibility about this case.

SUMMARY OF DISTRIBUTION OF ASSETS DUE TO MERGER AGREEMENT

According to the merger agreement, signed in August 2000, Northpoint and Verizon's DSL business were to merge to form the "new Northpoint".

The merger required Northpoint to contribute:


- Northpoint assets (and debts)

and Verizon to contribute:

- all of Verizon's DSL business

its wholesale DSL business including colocation space, DSLAMs, ATM switches, routers etc.


- $800M financing from Verizon:

· $450M cash to be used for capital expenditure and expenses

· $350M cash ($2.50/share) to be handed out to Northpoint shareholders by Verizon

Thus, the "new Northpoint" was:


- Northpoint assets (and debts)


- all of Verizon's DSL business


- $450M cash to be used for operations

And Northpoint shareholders would have gotten:


- $350M cash (with 133M outstanding shares implies $2.50/share)


- 45% of the "new Northpoint"

Verizon shareholders would get


- 55% of the "new Northpoint"

DETAIL:  Northpoint shareholders would retain their shares - new shares would be created to give to Verizon shareholders.

RELEVANCE OF NORTHPOINT PRE- AND POST-MERGER-AGREEMENT VALUATION

OR

WHY VERIZON KEEPS TALKING AS IF THE MERGER NEVER HAPPENED

Northpoint’s lawsuit (FLK) against Verizon was seeking relief for:

1) breach of contract

2) fraud

3) misrepresentation

Northpoint (FLK) were seeking damages for “what Northpoint could have been, had it been given the opportunity to continue with merger”.  And what it is now – in a bad state – due to the merger termination.

So Northpoint is comparing “Northpoint after signing of merger agreement” and “Northpoint as it is now”.

Verizon on the other hand (and recently, the Trustee in her motion for approval of settlement) have stated that Northpoint “suffered no damage”, because it would have gone bankrupt anyway.

Verizon is comparing “what Northpoint was before the signing of the merger agreement” and would have been if NO MERGER agreement took place and “what it is now”.

Verizon is acting as if it can deny the merger agreement even existed.

I believe this is obfuscation - the Judge should see right through it.

Initially Verizon had responded that Northpoint broke the MAC clause and thus we had the ability to terminate merger.  There was no ill will in this – everything was done according to merger agreement.  The only contestable portion is WHETHER A MAE occurred or not.

It was only later that Verizon started talking about how Northpoint “duped” them, and started talking about “fraud” by Northpoint.

I believe the reasons are as follows:

Verizon terminated merger, thinking the MAC clause gave them escape.  However, the merger agreement explicitly gave Northpoint grace period of close to a year (or less) to “make whole” any MAE that had occurred.  Now either Verizon was not aware of this, or given the pressure Merrill Lynch was placing them under, to terminate agreement prior to earnings, Verizon may not have had time to WAIT for Northpoint to fail to remedy in the allotted time.

Seeing that this could possibly expose Verizon to damages, and huge damages, seeing that Northpoint was crashing, might have been the reason Verizon later changed their view from a simple “we used the MAC clause” to alleging “fraud” by Northpoint.

Verizon ideally should have mounted a lawsuit against Northpoint, if it was alleging that Northpoint contracted the agreement under false pretenses – and that the “agreement should never have been”.  Verizon was unable to lodge any such lawsuit because Northpoint’s bankruptcy prevented such recourse.  That is a matter Verizon could perhaps take up with Judge Carlson, but haven’t.

As far as the bankruptcy court is concerned, no one has questioned the VALIDITY of the agreement.  Verizon, when it had terminated the contract, had claimed a MAE (Materially Adverse Event) had occurred and thus it was able to terminate the agreement.  At that time there was no hint of accusation – Verizon was just terminating the agreement, politely, because it felt it could.  That does not mean that the agreement was illegal, or Northpoint acted in an illegal manner.

If Verizon now says to Judge Carlson, “Your Honor, we claim that Northpoint would not have been damaged, because it was going down anyway”.  The answer to that is, “Your Honor, the validity of the merger agreement has not been questioned, and it is not in the ambit of this court to discuss the validity of the agreement.  Verizon terminated the agreement, not because the agreement was invalid, but because there was a clause that could be used to get out of the agreement.”

“Your Honor, the correct comparison to be made is between Northpoint

just after merger agreement and now.  The event in question is

the merger termination and the damages it caused.  Therefore,

it does not matter whether Northpoint was a weak company prior

to merger.  As long as Northpoint had a lifeline in the form

of a merger agreement, the damages to Northpoint arise because

such a lifeline was removed, and Northpoint was allowed to die.”

Verizon's argument assumes that the merger agreements itself

is in question, whereas for the purposes of the bankruptcy

hearing only the question of Verizon having improperly terminated

the merger is under discussion.

BACK-OF-THE-ENVELOPE CALCULATIONS FOR ESTABLISHING ABSOLUTE LOWER BOUNDS ON NORTHPOINT'S VALUATION

OR

EXAMINATION OF THE RELATIVE VALUATION STRENGTH OF NORTHPOINT v. VERIZON

BASED ON PERCEPTIONS OF NORTHPOINT AND VERIZON AT TIME OF MERGER AGREEMENT

NUMERICAL CALCULATION - NORTHPOINT'S VALUE PRIOR TO MERGER

Definitions:

NPNT - Northpoint

VZ - Verizon

Value of the "new Northpoint"

= (NPNT + VZ + $450M)

NPNT shareholder value after merger

($350M + 45% of "new Northpoint")


= $350M + 0.45 x (NPNT + VZ + $450M)

VZ shareholder value after merger

(55% of "new Northpoint")


= 0.55 x (NPNT + VZ + $450M)

Examining the exchange of assets that took place between

Northpoint shareholders and Verizon shareholders:

Northpoint shareholders gave up 55% of NPNT (55% of NPNT's total contribution to the “new Northpoint”)

Northpoint shareholders got 45% of (VZ + $450M) (45% of what VZ's contributed to the merger) PLUS $350M cash.

If we are to assume parity - that is each side at that time negotiated

and came to an equal exchange of assets:


what NPNT shareholders gained = what NPNT shareholders lost


implies:


$350M + 0.45 x ($450M + VZ) = 0.55 x NPNT


implies


NPNT = 0.81 x VZ + $1004.5M

NOTE: if NPNT was gaining more than what it would "normally" have gotten according to Verizon, that is also part of its "value" at time of merger that Verizon was willing to pay.

Here are valuations for NPNT (pre-merger) based on what Verizon assumed

NPNT’s value to be - based on various valuations for (pre-merger) VZ:


if VZ

NPNT would then be


-------------------------------


$0M

$1.0B


$200M

$1.16B


$500M

$1.4B


$750M

$1.6B


$1B

$1.8B


$1.5B

$2.2B


$2B

$2.6B


-------------------------------

Some post-dot-com-crash media articles quote VZ DSL network value to

be $500M.  This could be conservative. [VZ-valued-at-$500M]

In an era of CLEC attrition, the surviving CLECs would derive advantage

greater than just their numerical advantage.  That is, a company twice

as big as another may derive a four-fold advantage.

According to this calculation, if the jury is to assume a valuation of

$500M at least for Verizon's DSL business.  That implies VZ was valuing

pre-merger NPNT at $1.4B at a minimum.

NUMERICAL CALCULATION - NORTHPOINT'S VALUE AFTER SIGNING MERGER

Let us assume NPNT was a smaller company than VZ.  That is, NPNT (assets + debt) was a less valuable company than VZ.

This is supported by the number of lines, offices and employee figures at the time of the merger: [NPNT-VZ-SEC]

----------------------------------------------------------

Verizon DSL

Northpoint

220,000

62,000
lines in service

1,400


1,200

employees

1,760


1,505

operational central offices

----------------------------------------------------------

It may not be clear HOW much smaller NPNT was compared to VZ.

At the very least if not:


(i)
NPNT < 0.5 x VZ

at least this can be stated:


(ii)
NPNT < VZ

This is a good starting point to assume that after the merger, a similar distribution of value would remain in NPNT and VZ shareholder hands.  That is, the merger would not lead to a radical imbalance in distribution of wealth.

Implying, the portions that are distributed to NPNT and VZ shareholders AFTER merger - of the "new Northpoint" – retain this relationship:

NPNT shareholders value < VZ shareholder value

since the "new Northpoint" = (NPNT + VZ + $450M)


implies:


$350M + 0.45 x (NPNT + VZ + $450M) < 0.55 x (NPNT + VZ + $450M)


implies:


0.1 x (NPNT + VZ + $450M) > $350M


implies:


(NPNT + VZ + $450M) > $3500M

so, the "new Northpoint" was AT LEAST worth $3.5B

Shareholder benefit from the merger was:


$350M + 0.45 x (NPNT + VZ + $450M) > $1.925B

So $1.925B is a LOWER LIMIT for Northpoint’s value once it had signed the merger agreement.

Taking the more general case

If NPNT was much smaller to begin with:


NPNT < FRACTION x  VZ
(where 0 < FRACTION < 1)


implies:


$350M + 0.45 x (NPNT + VZ + $450M) <

FRACTION x 0.55 x (NPNT + VZ + $450M)


implies:


(NPNT + VZ + $450M) x (FRACTION x 0.55 - 0.45) > $350M


implies:


(NPNT + VZ + $450M) > $350M /(FRACTION x 0.55 - 0.45)


implies:


value of the "new Northpoint"


(NPNT + VZ + $450M) > $636.36M /(FRACTION - 0.818)


--------------------


NOTE:


since the RHS blows up for fractions approaching 0.818


this also implies that:



there is a lower bound on FRACTION > 0.818



which implies there is a lower bound on NPNT



that is:



0.818 x VZ < NPNT

since we already had assumed:

NPNT < FRACTION x VZ

we get a range for NPNT:



0.818 x VZ < NPNT < FRACTION x VZ


that is, either VZ was valuing NPNT more than (0.818 x VZ)


or

the inequality doesn't hold - that is, basically the $350M

payment to NPNT shareholders is so large, that there is no

sensible FRACTION value to choose which would make the

NPNT shareholder share in the “new Northpoint” less than VZ

Shareholder share in the “new Northpoint”.  That is, VZ

Grossly overpaid.


Of course, if FRACTION = 0.818 or so, the value of the


"new Northpoint" was "immense" - which is exactly what the


CEOs said :-)


--------------------

Since we know the value of the "new Northpoint"


(NPNT + VZ + $450M) > $636.36M /(FRACTION - 0.818)

NPNT shareholder value in “new Northpoint” was:


$350M + 0.45 x (NPNT + VZ + $450M)


> $350M + $286.36M /(FRACTION - 0.818)

For various values of FRACTION:


FRACTION
NPNT shareholder value in "new Northpoint"




will be greater than


-------------------------------


0.818

infinite .. well ..


0.85

$9.3B


0.9

$3.8B


0.95

$2.5B


1.0

$1.9B


-------------------------------


what this says intuitively is that for


NPNT < FRACTION * VZ


and for the merger deal to have been fair

the whole deal must have been bigger and bigger


as we approach 0.818.


That is, a bigger deal is the only way the inequality (equation)


justifies giving shareholders $350M.  Otherwise, the new

distribution of wealth does not satisfy the inequality:


NPNT shareholders share in "new NPNT"

< FRACTION * (VZ share in "new NPNT")

But given some commonsense limits - that is, the companies


prior to merger:


NPNT < VZ

Then, we have a lower bound for post-merger-agreement Northpoint’s value: $1.925B
If we assume that prior to merger:


NPNT < 0.9 * VZ

Then, we have a lower bound for post-merger-agreement Northpoint’s value: $3.8B
MULTIPLICATIVE VALUE OF THE "NEW NORTHPOINT" - CLEC/ILEC COMBINATION

LICENCE FOR AN ILEC/CLEC TO EXPAND "NATIONWIDE"


enhanced rate of growth, better service in Verizon areas



- NPNT superior OSS



- better trained personnel



- non-union manpower



- unfettered access to Verizon provisioning



NOTE:



Verizon has been able to grow its lines from 220,000



at the time of merger (August 2000) to 1.5M lines today



Northpoint had 62,000 lines at the time of merger.


enhanced rate of growth in non-Verizon areas

· CLEC working with ILEC backing

· financial support

· marketing backing

· expansion in Europe (Northpoint's 50% stake in VersaPoint)

· expansion in Canada (Northpoint's 50% stake in Northpoint Canada)

BIGGEST PLAYER IN DSL SPACE

- size lends greater than linear advantage


- greater possibility of survivability


- reduced risk of failing


- better terms available for debt financing


NOTE:

various sources note that the "new Northpoint" would be No. 2 in size, but could expand to become the largest DSL provider.

CONCLUSION:

If Verizon can show expansion from 220,000 lines in August 2000 to 1.5M lines now, Northpoint with its comparable number of central offices, may have achieved similar potential with marketing and financial backing from an ILEC.  Verizon, could also have achieved greater growth in its own area.

The “new Northpoint” may have achieved profitability with the high number of lines it would have in service.  Northpoint shareholders would have been beneficiaries of 45% of that success.

VERIZON – SEC FILING ON MERGER

SEC filing by Bell Atlantic (Verizon).  It notes: [VZ-SEC]

THE COMBINATION WILL BE A STRONG MARKET COMPETITOR

THE MERGER WILL ACCELERATE VERIZON'S OOR IMPLEMENTATION

NorthPoint's DSL assets will provide:

o Collocation space Expansion into Consumer ADSL product requires:

o DSLAM's and ATM equipment o ADSL Equipped DSLAM

o Regional Points of Presence ==> o Modification to OSS's and operational

o Local backbone facilities processes

o DLEC --> ILEC processes

o OSS's

Providing access to an Out-of-Region Consumer DSL offering

Provides International presence through NorthPoint's Joint Ventures in Europe and Canada.

Helps Verizon meet its commitment to the FCC to expand into new markets

�[VZ-valued-at-$500M]


http://www.law.com/servlet/ContentServer?pagename=OpenMarket/Xcelerate/View&c=LawArticle&cid=1024078906872&live=true&cst=1&pc=0&pa=0


or


http://www.stockskill.net/NPNTQ/FCC-Ruling-allowing-credit-to-Verizon-for-NorthPoint-investment-Draws-Fire.html





Verizon Ruling Draws Fire


Leon Lazaroff


The Deal


06-27-2002





The merger agreement called for Verizon to invest $800 million in the company and contribute its own high-speed Internet network, valued at about $500 million.





� [NPNT-VZ-SEC]


SEC filing by Northpoint





http://secfilings.nasdaq.com/filingFrameset.asp?FileName=0000929624%2D00%2D001166%2Etxt&FilePath=%5C2000%5C08%5C14%5C14%5C&CoName=NORTHPOINT+COMMUNICATIONS+GROUP+INC&FormType=425&RcvdDate=8%2F14%2F2000&pdf=





Excerpts:





THE FOLLOWING DOCUMENT WAS DISTRIBUTED TO PARTICIPANTS AT AN ANALYST CONFERENCE ON AUGUST 14, 2000 AND WAS DISSEMINATED TO EMPLOYEES OF NORTHPOINT COMMUNICATIONS GROUP, INC. ON THE NORTHPOINT INTRANET BEGINNING ON AUGUST 10, 2000:





Verizon					Northpoint


. $800 million in cash +		. DSL assets and operations


  their DSL operations today:		  which includes:





. 220,000 lines				. 62,000 lines


. 1,400 employees				. 1,200 employees


. 1,760 operational central offices	. 1,505 operational central offices


. Their wholesale DSL business


  including collocation space,


  DSLAMs, ATM switches,


  routers, etc.








The New NorthPoint


Pro forma at year end 2000, the new NorthPoint is expected to have...





. Over 600,000 lines


. More than 3,000 central offices


. Estimated revenues of $350 million


. 163 MSA


. 63 millions homes and business passed








Terms of the Deal


. Merger of DSL operations


. 55% owned by Verizon, 45% by NorthPoint shareholders


. Formation of "New" NorthPoint


. Maintain NorthPoint name, brand


. Independent board . Plus the $800 million in cash


. Led by existing NorthPoint


management business (over $500 million)





Valuation


. VZ contributes more than just $800 million in cash


. Revenue Multiple basis


. Multiple 15-20 times


. Pro forma revenues is expected to be and listing in excess of $350 million at YE 2000


. Plus the value of the Verizon DSL





�  [news-Trustee]


----------


http://www.infoworld.com/articles/op/xml/02/08/26/020826opcringely.xml


Notes from the field


Robert X. Cringely(R)


Getting a grip on greed





Greed is good, isn't it?





Speaking of wanting it all, a spy reports that the individual entrusted with handling the estate of NorthPoint Communications might not be so trustworthy. The California bankruptcy court entrusted the estate of NorthPoint Communications to E. Lynn Schoenmann, a U.S. Trustee. As such, it is Schoenmann's fiduciary duty to maximize the value of NorthPoint's estate for creditors and shareholders. By accepting Verizon's paltry $175 million settlement offer behind closed doors (a settlement as part of NorthPoint's suit against Verizon for breach of contract, misrepresentation, and fraud), Schoenmann will collect $5.25 million. However, creditors are left with only 20 cents on the dollar and shareholders empty-handed.





The thing is, from the beginning the trustee espoused the strength of the case -- through the media and personally to shareholders -- and stated NorthPoint's lawsuit was valued in the range of $4 billion.





----------


http://www.dotcomscoop.com/072902.html


http://www.dotcomscoop.com/072902.html#recall





PART IV - TOTAL RECALL: FOLLOWING UP ON PREVIOUS STORIES


Sprint-Covad deal finally happens, NorthPoint-Verizon lawsuit unhappily ever after, DEN.net assets sold for nothing, APBNews.com relaunch is a go, Verizon goes back on its word and kills enuity.





Verizon-NorthPoint:





Well, the dream is over for NorthPoint shareholders. After scoring a number of minor legal victories the NorthPoint lawsuit against Verizon was headed for a jury and a possible $4 billion payout for NorthPoint. But Trustee Lynn Schoenmann, in an inexplicable move, settled the case for $175 million. NorthPoint shareholders get nothing while the company's bondholders and creditors get to split the booty. It's absolutely fascinating that this case didn't make it to trial. "We agreed to this resolution because we believe that the settlement is a sensible result given the potential costs associated with a protracted jury trial," a Verizon lawyer told Bloomberg. Bullshit. A company like Verizon doesn't settle a lawsuit for $175 million because it's afraid of the cost. A golden opportunity was missed here. For more information, see this website for more information.


http://www.stockskill.net





----------


http://www.dslprime.com/News_Articles/news_articles.html





excerpt:


Many NorthPoint shareholders are very unhappy with the $175M, which pays the lawyers, the trustee, and some priority creditors but leaves nothing for the shareholders. They've gathered an impressive set of documents on the case at http://www.stockskill.net . Former NorthPoint employee/shareholders are also unhappy, although it would take a judge with the courage of Penfield Jackson to change things now.








excerpt:


"$35 DSL is getting an extraordinary response." Jill Wagner, Verizon





"Will Ivan gamble $4B" was the early headline, because billions were at stake if Verizon went to trial. NorthPoint had a darned good case, but trustee Lyn Schoenman took $175M instead of risking everything and facing years of appeals. Farewell then to NorthPoint, an honorable team that worked hard to serve customers. Mike Malaga was part of my inspiration for starting DSL Prime.





Verizon today is ready to grow DSL directly, having solved most (not all) of the operational problems. They just  pulled the price down to $35, if you take Verizon long distance and a local plan. The details seem reasonable -  for nearly all customers the $35 is a saving. Let's everyone hope the sales spurt continues.








excerpt:





No $B lawsuit of the new century


Verizon settles with NorthPoint for $175M, a fraction of the original deal


December, 2000. Babbio and Seidenberg were facing a $600M payment for NorthPoint, but their corporate strategy had changed. They no longer wanted to compete for consumers out-of-territory, because SBC was signaling they would pull back as well. SBC had promised active fights in thirty cities as part of the Ameritech merger, but was firing everyone involved. The NorthPoint deal had been Verizon's response, giving them a presence in COs across the country, saving $700M in buildout cost and getting immediately to market. George Bush's FCC was likely to allow the extraordinary "non-compete", as in fact Powell did.





Merrill Lynch was howling in the WSJ they should cancel the deal, but the contract was much less clear than outsiders thought. Non-paying ISPs might have been a "material adverse event", but, as I wrote in 2001, "the contract specifically excluded from the MAE clause, "facts, events, changes or effects that are generally applicable to (A) the data industry, (B) the United States economy or (C) the United States securities markets generally or the Nasdaq Technology Index in particular". Obviously, data industry problems and the NASDAQ drop were a major part of NorthPoint's problems." Several other clauses bound Verizon as well - and the personal word of the top executive. He had told Liz Fetter the cancellation clauses would only apply if something remarkable happened, like "DSL causing cancer."





I wrote in 2001 "No one can reliably predict this one until the jury comes in, but Verizon's failure to compete should be killing to their case." Stockholders will ask the judge to set aside the deal, because what's left of the $175M will go to higher priority creditors, but the judge will probably defer to the trustee's judgment.





* For the record, my brother Danny bought some NorthPoint bonds at a low price, although I tried to talk him out of it.








excerpts:





Verizon faces NorthPoint in court on the 29th. 18 months ago, I read the contracts and briefs, and suggested Verizon at least mention in the 10K a real risk on this case. This one is still too close to call until the jury gets back. If Verizon loses, actual damages are easily $1B. Settlement conference Tuesday.








excerpts:





* I've much more on NorthPoint/Verizon, but the conclusion is the same - either can win.








excerpts:





*   NorthPoint's bankruptcy trustee U.S. Trustee Lynn Schoenman paid the jury fee for a trial scheduled for July 29th against Verizon. It's been 18 months since I reported that this one will be hard to call before the jury comes in. If NorthPoint wins, the direct damages are easily a $B.





� [VZ-fraud-misrepresentation-McBride]


----------


http://quote.bloomberg.com/fgcgi.cgi?T=marketsquote99_news.ht&s=APTHa8hU3VmVyaXpv


Verizon Loses Bid to Throw Out Most of $4 Bln NorthPoint Suit


By Jeff St.Onge





San Francisco, July 14 (Bloomberg) -- Verizon Communications Inc. has failed to persuade a judge to dismiss most of a $4 billion lawsuit by NorthPoint Communications Group Inc. that accuses the largest U.S. local-telephone company of unfairly abandoning a takeover.





The California Superior Court judge rejected Verizon's bid to throw out claims of fraud and punitive damages totaling as much as $3 billion. NorthPoint sued Verizon in November 2000 after the New York-based phone company scrapped plans to acquire the high-speed Internet provider for an estimated $2.15 billion. NorthPoint filed for Chapter 11 bankruptcy weeks later.





The ruling late Friday by Judge James McBride clears the way for a California jury to begin hearing San Francisco-based NorthPoint's lawsuit on July 29.





``We are aggressively going to pursue the fraud claims,'' said Lynn Schoenmann, a Chapter 7 trustee managing NorthPoint's business on behalf of creditors. ``I think $4 billion is not out of the realm of possibility.''





``We continue to be confident that a jury will recognize that Verizon was entitled to withdraw from the merger agreement,'' said Verizon spokesman Robert Varettoni. ``This court ruling doesn't change that fact, which will ultimately defeat all of NorthPoint's claims.''





Even if McBride had ruled for Verizon Friday, the New York- based telephone company still would have faced a $1 billion damage claim by NorthPoint.





In its lawsuit, NorthPoint asks for $1 billion in actual damages, $1 billion for fraud, $1 billion for negligent misrepresentation, and an award of punitive damages that may bring its total claims to more than $4 billion.





Abandoned Takeover





Verizon has said NorthPoint's deteriorating business and finances gave it the right to abandon its August 2000 agreement to buy the Internet provider. NorthPoint reported third-quarter 2000 sales of $24 million, 20 percent less than first reported, as Internet companies and other customers failed to pay bills.





``The goal of NorthPoint's fraud claims is to make Verizon look bad in front of a jury and add the potential risk of punitive damages to the calculus of this case,'' Verizon said in a court filing last month.





In the lawsuit, NorthPoint says Verizon abandoned the takeover for reasons that had nothing to do with NorthPoint's finances, such as investor criticism. The agreement was supposed to help NorthPoint and Verizon together create a national Internet network using digital subscriber line, or DSL, technology.





Shares of NorthPoint, up more 320 percent in the past year, were unchanged Friday at 21 cents. Verizon shares fell $2.30 to $35.30.





Potential Windfall





NorthPoint filed for bankruptcy protection in January 2001 and sold its operations to AT&T Corp. the following March for $135 million.





U.S. Bankruptcy Judge Thomas Carlson in San Francisco converted NorthPoint's bankruptcy to a Chapter 7 liquidation in June 2001. The defunct Internet company still owes lenders $52 million, bondholders about $400 million, and other creditors about $100 million, according to Schoenmann.





Monarch Global Capital Associates LLC, a top NorthPoint bondholder, in October agreed to lend the company $7.5 million at zero interest to finance the fraud and breach of contract suit against Verizon. In return for the loan, Monarch would receive 5.5 percent of any settlement with Verizon or 6 percent of any judgment at trial.





Once Monarch and other creditors are fully paid, NorthPoint's shareholders would divide any money left over.





� [VZ-valued-at-$500M]


http://www.law.com/servlet/ContentServer?pagename=OpenMarket/Xcelerate/View&c=LawArticle&cid=1024078906872&live=true&cst=1&pc=0&pa=0


or


http://www.stockskill.net/NPNTQ/FCC-Ruling-allowing-credit-to-Verizon-for-NorthPoint-investment-Draws-Fire.html





Verizon Ruling Draws Fire


Leon Lazaroff


The Deal


06-27-2002





The merger agreement called for Verizon to invest $800 million in the company and contribute its own high-speed Internet network, valued at about $500 million.


�[VZ-valued-at-$500M]


http://www.law.com/servlet/ContentServer?pagename=OpenMarket/Xcelerate/View&c=LawArticle&cid=1024078906872&live=true&cst=1&pc=0&pa=0


or


http://www.stockskill.net/NPNTQ/FCC-Ruling-allowing-credit-to-Verizon-for-NorthPoint-investment-Draws-Fire.html





Verizon Ruling Draws Fire


Leon Lazaroff


The Deal


06-27-2002





The merger agreement called for Verizon to invest $800 million in the company and contribute its own high-speed Internet network, valued at about $500 million.





� [NPNT-VZ-SEC]


SEC filing by Northpoint





http://secfilings.nasdaq.com/filingFrameset.asp?FileName=0000929624%2D00%2D001166%2Etxt&FilePath=%5C2000%5C08%5C14%5C14%5C&CoName=NORTHPOINT+COMMUNICATIONS+GROUP+INC&FormType=425&RcvdDate=8%2F14%2F2000&pdf=





Excerpts:





THE FOLLOWING DOCUMENT WAS DISTRIBUTED TO PARTICIPANTS AT AN ANALYST CONFERENCE ON AUGUST 14, 2000 AND WAS DISSEMINATED TO EMPLOYEES OF NORTHPOINT COMMUNICATIONS GROUP, INC. ON THE NORTHPOINT INTRANET BEGINNING ON AUGUST 10, 2000:





Verizon					Northpoint


. $800 million in cash +		. DSL assets and operations


  their DSL operations today:		  which includes:





. 220,000 lines				. 62,000 lines


. 1,400 employees				. 1,200 employees


. 1,760 operational central offices	. 1,505 operational central offices


. Their wholesale DSL business


  including collocation space,


  DSLAMs, ATM switches,


  routers, etc.








The New NorthPoint


Pro forma at year end 2000, the new NorthPoint is expected to have...





. Over 600,000 lines


. More than 3,000 central offices


. Estimated revenues of $350 million


. 163 MSA


. 63 millions homes and business passed








Terms of the Deal


. Merger of DSL operations


. 55% owned by Verizon, 45% by NorthPoint shareholders


. Formation of "New" NorthPoint


. Maintain NorthPoint name, brand


. Independent board . Plus the $800 million in cash


. Led by existing NorthPoint


management business (over $500 million)





Valuation


. VZ contributes more than just $800 million in cash


. Revenue Multiple basis


. Multiple 15-20 times


. Pro forma revenues is expected to be and listing in excess of $350 million at YE 2000


. Plus the value of the Verizon DSL





� [VZ-SEC]


SEC filing by Bell Atlantic (Verizon)





http://secfilings.nasdaq.com/filingFrameset.asp?FileName=0000950172%2D00%2D001454%2Etxt&FilePath=%5C2000%5C08%5C14%5C13%5C&CoName=NORTHPOINT+COMMUNICATIONS+GROUP+INC&FormType=425&RcvdDate=8%2F14%2F2000&pdf=





o A stronger Verizon - Verizon retail channels will:


o acquire immediate access to a national business DSL offering


o expand market coverage enabling in region and out of region growth and brand recognition


o gain a single partner with the scale and scope to accelerate broadband access deployment and implement next generation broadband delivery platforms - Verizon's investment will help meet our commitment to the FCC to expand into new markets








o Verizon transfers wholesale DSL business and substantial capital investment ($450 million Net Cash) to "New" NorthPoint


o NorthPoint transfers all assets and employees to "New" NorthPoint


o NorthPoint Shareholders receive $350M payout





THE COMBINATION WILL BE A STRONG MARKET COMPETITOR





Verizon NorthPoint "New" NorthPoint


------- ---------- ----------------





-105 MSAs -120 MSAs -163 MSAs


-2,010 COs + -1,700 COs = -3,000 COs


-Product Offers -Product Offers -Product Offers


- ADSL - IDSL, ADSL - IDSL, ADSL, SDSL


->600k Lines in Service





Note: Estimates for year end 2000)





o Complimentary DSL Assets will accelerate both companies' entry into new markets


o NorthPoint contributes national business DSL offering in 120 MSA's


o Verizon contributes national consumer DSL offering in 105 MSA's


o "New" NorthPoint will have presence in 63% of the total MSA's nationally and will pass 60% of the US households


o Positive operating impact will result from:


o Economies of scale and scope


o Consolidation of local network backbone facilities


o Adoption of "Best in Class" IT systems, processes and suppliers








o Verizon Online purchases wholesale DSL product from NorthPoint on a preferred basis





o Verizon Online provides DSL powered by NorthPoint as part of its bundle of Internet Services





o Verizon Online maintains customer relationship





"New" NorthPoint leverages success of Verizon Online ISP, while ==> Verizon Online leverages "New" NorthPoint's national scale and broad product scope








The combination of Verizon's consumer DSL assets and NorthPoint's ==> OOR presence allows the combined company to increase its share in the residential Broadband DSL market








THE MERGER WILL ACCELERATE VERIZON'S OOR IMPLEMENTATION








NorthPoint's DSL assets will provide:





o Collocation space Expansion into Consumer ADSL product requires:


o DSLAM's and ATM equipment o ADSL Equipped DSLAM


o Regional Points of Presence ==> o Modification to OSS's and operational


o Local backbone facilities processes


o DLEC --> ILEC processes


o OSS's





Over the next 4 years





o Business DSL revenues will grow with a CAGR of 92%


o Business DSL revenues and margins are greater than residential DSL


o Business DSL has significant pull-through revenues from value added IP Services





Verizon's immediate access to a business DSL product will provide ==> the speed to market necessary to better compete in this lucrative market.








"NEW" NORTHPOINT MARKET STRATEGY





o Become the leading national provider of Broadband DSL Access Services


for the consumer and business markets








- Broadest footprint of any DSL provider - Full suite of both ADSL and SDSL access products


o Deliver innovative network enhancements that will unleash the Internet's full potential and provide a superior alternative to Cable Services - Video streaming - Content/Application delivery


o Provide industry leading service and support - Electronic bonding for ISP's and ASP's - Service level agreements











VERIZON RETAIL STRATEGY





o Become a leading retail provider of Broadband Internet Access Services to consumer, general business and enterprise customers - Stand-alone and in bundled voice/data/wireless/video solutions - Basic access and value-added content/e-commerce/application services





The "New" NorthPoint will further enable Verizon to achieve our goal by:





o Accelerating the availability of Business DSL products


o Providing access to an Out-of-Region Consumer DSL offering


o Enriching ability to deliver video streaming applications





THE ADVANTAGES OF THE MERGER TO VERIZON





o Accelerates entry into national Business DSL Market - Greater revenues and margins per line - Tremendous value added potential (Web Hosting, Routers, etc.)


o Expands Consumer DSL Footprint - Accelerates Verizon's drive to become a national broadband ISP


o Accelerates return on capital investment Verizon would have expended to build a national business and consumer DSL platform


o Provides critical scale and broad product set to attract ISP's, ASP's and content providers searching for a single national broadband access capability


o Provides International presence through NorthPoint's Joint Ventures in Europe and Canada


o Helps Verizon meet its commitment to the FCC to expand into new markets


o Provides a public equity structure that is critical for raising capital, attracting talent and M&A











