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In the Matter of the anmended
application of US West Conmu-
ni cations, Inc., Denver, Colo-
rado, and Ctizens Tel ecomru-
ni cati ons Conmpany of Nebraska,
Stanford, Connecticut, seeking
authority for approval of the
sal e of and for the issuance
of the required Certificate of
Publ i ¢ Conveni ence and Neces-
sity to operate Ainsworth, At-
| anta, Enerson, Farwell,

Howel I s, Hunphrey- Creston,
Oxford, Pilger, Randol ph,
Silver Creek, St. Libory and
Val enti ne exchanges to al so

i ncl ude the Atkinson and

O Neill exchanges.
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Entered: My 10, 2000

Commi ssion Staff:
M ke Loeffl er
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P. 0. Box 94927
1200 N St.
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By joint application filed Septenber 21, 1999, and an anended

joint application filed February 28, 2000, US West Communi cations,
Inc. (US West) and Citizens Tel ecommuni cati ons Conpany of Nebraska
(Ctizens) seek approval of the purchase by Citizens fromUS West
of 14 of US West's Nebraska tel ephone exchanges, as identified in
the caption of this application, and assets associated therewith
(the Exchanges), issuance of a certificate of convenience and
necessity to Citizens to provide basic |ocal exchange service and
i ntraLATA interexchange service to custoners located in the
exchanges, issuance of a statenent of non-objection by the

Conmi ssion to the grant of study area waivers by the Federa



Conmruni cati ons Conmi ssion (FCC) and grant to Citizens of eligible
t el econmuni cations carrier (ETC) status pursuant to 47 U S.C
section 214(c).

Notice of the filing of the joint application was published in
the The Daily Record on Septenber 23, 1999, and notice of the
filing of the anended joint application was simlarly published on
March 1, 2000, both pursuant to the Rules of the Comm ssion, and a
letter of notification was provided to interested parties on Apri
12, 2000.

A protest of the joint application was filed by AT&T
Conmuni cati ons of the Mdwest, Inc. and AT&T Local Services
(toget her AT&T) on Cctober 25, 1999. A prehearing conference order
was entered in this matter on March 28, 2000, which addressed a
nunmber of procedural matters relating to this docket and al so
approved a stipulation entered among AT&T, Citizens, the Nebraska
Uni versal Service Fund and the Comuni cati ons Departnent of the
Commi ssion. Based upon the terns of the stipulation, AT&T filed a
notion to withdraw its protest on April 4, 2000.

A public hearing on the anmended joint application was held on
April 11, 2000 in Lincoln, Nebraska. Appearances were as shown
above.

OPI NI ON AND FI NDI NGS

1. The Conmission finds that US Wst is a comon carrier
currently engaged in the provision of tel ecommunications services
in Nebraska and is subject to the jurisdiction of this Conmi ssion
Citizens is not now engaged in the provision of teleconmunications
services in Nebraska. However, this Conmi ssion granted Citizens a
certificate of public convenience and necessity to operate as an
i ncumbent | ocal exchange carrier in this state in Application No.
C-2148 on April 5, 2000. Gitizens seeks certification to expand
t he provision of such services under the jurisdiction of this
Conmi ssi on upon the closing of the purchase of the Exchanges from
US West .

2. On June 16, 1999, US West and Citizens Uilities Conpany
(CUC) entered into an agreenent for the purchase and sal e of tel ephone assets
pertaining to the
exchanges (the Agreenent). On
February 4, 2000, US West and CUC entered into a | etter agreement
anendi ng the terns of the agreenment. True and correct copies of
the agreenent and the letter agreenment have been provided to the
Conmi ssion on a proprietary and confidential basis for review by
the Conmi ssion and its staff. Pursuant to the terns of the
agreenent, as anended, CUC will assign its rights thereunder to
Citizens prior to closing the purchase of the exchanges.

3. In accordance with the terns of the agreenment, as
anended, US West proposes to sell and transfer control of the
exchanges to CUC. The transaction described in the agreement, as
anended, has received the necessary corporate approval s of US West



and CUC

4. M. Robert G Lanphier, Director-State Market Strategies,
Nebraska of US West, appeared before the Commi ssion and testified
inthis matter. M. Lanphier identified the exchanges that were
identified for sale after evaluation of several factors, and the
nunber of access lines in each of the exchanges as of Decenber 31
1999. He stated that US West's decision to sell the exchanges was
caused by technol ogy and regul atory changes and conpetition in al
areas of US West's business. Sale of the exchanges is intended to
allow US West to focus its resources on its renaining Nebraska
custoners. M. Lanphier described the process used by US Wst to
sel ect a buyer for the exchanges. CUC was sel ected based upon its
financial, managerial and operational resources, its ability to
deliver quality service to customers, its experience in integrating
purchased properties into its operations and the purchase price and
terns and conditions of the agreenment, as anended. M. Lanphier
of fered his opinion that the sale of the exchanges is of advantage
to the persons served in the exchanges and is in the public
interest. He testified that Ctizens has conmitted to maintain US
West's intrastate rates for at |east six nonths follow ng cl osing,
that 911 or E-911 services will be unchanged and that existing EAS
routes will be maintained. US Wst has appointed a nanager to
coordinate the transition of facilities and custonmers to G tizens
and has, and will continue to keep customers informed concerning
the transition.

5. M. Wayne G Culp, Director-State Finance for US Wst,
al so appeared and testified. M. Culp stated that Ctizens is
purchasi ng not only the assets conprising the exchanges, but also
i s purchasing the exchanges as a going concern. As such, the
transaction will be accounted for by US West in accordance with 47
CFR Part 32 as a sale of plant with traffic. M. Culp testified
that in accordance with the requirenents of 47 CFR Part 32 and
Conmi ssion Rul e 002.24(b), any gain fromthe sale will be treated
as non-operating income by US West.

6. M. F. Wayne Lafferty, Vice President, Regulatory and
Government Affairs of CUC, and Vice President, Regul atory and
CGovernment Affairs of Ctizens al so appeared before the Comi ssion
to testify inthis matter. M. Lafferty stated that CUC, through
its subsidiaries, has provided tel ephone service since 1935,
currently operates as an incunbent |ocal exchange carrier in 13
states, and owns 83 percent of Electric Lightwave, Inc., a full-service,
facilities-based
conpetitive | ocal exchange carrier. M.

Lafferty confirned the accuracy of the contents of the joint
application and the anended joint application. Approxinmately
14,600 access lines are included in the exchanges proposed to be
acquired fromUS West. M. Lafferty explained that the decision of
CUC to purchase the exchanges is a part of the revised strategic
vision of CUC to increase its tel econmunications operations, and to
concentrate its operations in small and nediumsized cities.

7. M. Lafferty described CUC s and Citizens' technical
manageri al and financial qualifications. Citizens will have access
to managenent resources of its affiliated conpanies for planning,



mar ket i ng, network, service devel opment, provisioning and delivery,
and | egal and regul atory assistance. CUC s, and thus, Ctizens
initial funding of the acquisition of the exchanges will be provided from
cash and invest nent

portfolio or fromshort-term

borrowi ng. The financial condition of CUCis presented in its 1999
annual report presented with M. Lafferty's prepared testinony as
Exhibit FW-1. Citizens' technical capabilities are derived from
CUC s operation of existing tel ecommunications properties by its
affiliated conmpanies for the past 65 years and currently in 13

st ates.

8. M. Lafferty al so described the inpact of the proposed
transaction on current US West customers. No changes in |oca
service are proposed. Citizens intends to adopt US West's
transition plan approved by this Commission in Application No. C 1628,
subject to the
provi sions of the stipulation approved by the
Commi ssion in this docket on March 28, 2000. As a part of such
plan, residential rates will remain unchanged and busi ness rates
wi Il decrease by $3.35 per nonth comenci ng Septenber 1, 2000.
Citizens will adopt US West's tariffs pertaining to | ocal exchange
and intralLATA i nterexchange service. Custoners have received
i nformati on concerning the transaction, and will receive additiona
i nformati on concerning the transition fromUS Wst and Citizens.
Also, M. Lafferty testified that Citizens intends to negotiate
i nterconnection agreenents with all telecomruni cations service
providers that currently have agreenents with US West. [|f such
agreenents cannot be negotiated prior to closing of the transaction, the
exi sting US West
agreenment with the provider will continue until a new agreenent has been
negoti ated and
subnmitted to
t he Conmi ssion for approval.

9. M. Lafferty testified that for the purposes of jurisdictiona
separati ons and federa
uni versal service funding, a
study area waiver by the FCCis required by Citizens in connection
with the acquisition of the exchanges. As a condition to the grant
of such a waiver, the FCC requires that this Conmi ssion issue a
statement of non-objection to the waiver request. The Conmi ssion
finds that a study area wai ver should be granted in connection with
Citizens' acquisition of the exchanges, and this order should be
regarded by the FCC as a statenent of non-objection to the grant of
study area wai ver by the FCC

10. Citizens seeks designation by this Comm ssion as an ETC
US West has been so designated in the exchanges. The Commi ssion
finds that Ctizens neets all requirenents for designation as an
ETC and shal I, upon closing of the purchase of the exchanges, be so
desi gnated in the exchanges.

11. M. John J. Lass, Vice President and General Manager
Central Region, of Citizens, offered testinony concerning Citizens
customer service and the planned transition of service from US West
to Gitizens in the exchanges. Operations offices will be |ocated



i n Colunbus, Kearney and O Neill to serve the exchanges. M. Lass
outlined procedures for customers to obtain assistance with service

orders, billing inquiries and other custoner inquiries. US West
enpl oyees currently working in Nebraska, primarily in connection
with the exchanges, will be hired by Ctizens at closing if the

enpl oyee chooses to accept Citizens' offer of enploynment. Transition plans
and procedures were

outlined by M. Lass. Evaluations

are currently in process by Citizens to formulate plans for

noder ni zati on and updati ng of network and switching facilities.

12. Upon questioning by the Conmi ssion, M. Lafferty
indicated that CGitizens intends to continue to collect the $0.43
per residential line |ocal nunmber portability (LNP) charge and
ot her associated LNP charges on business lines and trunks curently
assessed by US West. US West was granted authority by the FCC to
assess and col |l ect these charges to recover costs to inplenent
hardware and software inprovenents required to ensure permanent
nunber portability. M. Lafferty told the Comm ssion that these
charges will be assessed to Citizens by US West on |ines accessed
through the switches which Ctizens will |ease fromUS Wst on an
interimbasis. The Commission finds that Ctizens should be
all owed to continue to assess and coll ect these LNP charges, but
only on those |lines associated with the switch or switches which
are |leased by GCtizens fromUS West. Citizens shall notify the
Conmi ssion thirty days prior to the term nation of any such | ease
and di scontinue the LNP charges for its custoners once the switch
has been replaced and a |lease is no longer in place. Should
Citizens subsequently incur costs associated with LNP and obtain
t he necessary approval fromthe FCC to recover such costs through
an LNP charge to custoners, Citizens may reinstate the charge based
on their own costs.

13. Based upon the evidence in the record, the Conm ssion
finds that the sale by US Wst, and the purchase by Citizens, of
t he exchanges is of advantage to the persons to whom service is
currently being rendered by US West, that the ternms of such
purchase and sal e as described in the agreement are fair and
reasonabl e, that the proposed transaction is in the public interest
and shoul d be approved by the Comn ssion

14. The Conmission finds that US West has al ready provided
notification to custoners in the exchanges of US West's plan to
sell the exchanges to Citizens. |In addition, M. Lanphier has
advi sed the Commi ssion that US West will provide a further notice
to these custoners at |east 30 days prior to the closing of the
sal es of the exchanges to Citizens. Based upon the evidence
of fered, the Conm ssion finds that US Wst has satisfied, or wll
prior to closing of the purchase of the exchanges by Citizens,
satisfy the requirenents of Neb. Rev. Stat. § 86-806 (Reissue 1999)
relating to discontinuation of service.

15. The Commission is mndful of the existence of the
Tel ephone Consuner Sl anming Prevention Act, Neb. Rev. Stat. 88 86-1901-1911
(1999 Supp.)(the Anti-Slamm ng Act), and that the closing
of the sale of the exchanges by US West to Citizens will, strictly
speaking, result in a change of |ocal service and intralLATA




i nt erexchange service provider to the custonmers located in the

exchanges. However, the Commission finds that the Anti-Slamm ng

Act is not applicable to this transaction, nor would the policy

consi derations that underlie the Anti-Slanm ng Act be served by its
application to this transaction for the follow ng reasons: (a) This
transaction is subject to the conprehensive regul atory procedures

set forth in Rule 002.26, Chapter 5, Title 291 as descri bed above,

and to the specific statutory requirenments of Neb. Rev. Stat. § 75-604 (1999
Supp. )

relating to the issuance of a certificate of public conveni ence and necessity
to serve the

exchanges, such procedures designed to insure that this Conm ssion finds that
this

transaction is of advantage to customers served and in the public

interest prior to granting approval; (b) This transaction is also

subject to 47 U.S.C. § 214 and Neb. Rev. Stat. § 86-806 (Reissue

1999), both of which require that notice be given to custoners in

t he exchanges advi sing of the discontinuation of service by US West

and the continuation of service to the customers by Citizens (the

record denonstrates that US West and Citizens either have conplied

with or are committed to conply with the requirements of these sections); and
(c) As the

purchaser and successor in interest to the

US West facilities and personnel serving the custonmers in the

exchanges, Citizens will not represent any change in service to the
customers except with respect to the legal entity that provides

such service

ORDER

I T 1S THEREFORE ORDERED by the Nebraska Public Service Comi ssion that
Amended Joint Application No. C 2124 be and it is
hereby granted, and that US West is authorized to sell and
transfer, and Citizens is authorized to acquire the exchanges, and
the operating assets and properties associated therewith in
accordance with the terns of the agreenent, as anended.

IT 1S FURTHER ORDERED that this order be and it is hereby nade
the Conmi ssion's official Certificate of Public Conveni ence and
Necessity granted to Citizens to provide tel econmuni cations
services, including basic |ocal exchange service and intralLATA
i nt erexchange service to custonmers located in the exchanges, and to
the service areas conprising each of the exchanges.

IT 1S FURTHER ORDERED that this order be and it is hereby nade
t he Conmi ssion's statenent of non-opposition to the grant of study
area waiver fromthe FCCrelating to Citizens' acquisition of the
exchanges, which waiver will be requested fromthe FCC

IT 1S FURTHER ORDERED that Citizens nmeets all requirenents for
designati on as an ETC and shall, upon closing of the purchase of
t he exchanges, be so designated in the exchanges.

I T 1S FURTHER ORDERED t hat upon conpletion of witten
notification by US West to the custoners in the exchanges, provided
at least 30 days prior to the closing of the sale of the exchanges



to Gitizens, US West shall have conmplied with the requirenments of

Neb. Rev. Stat. § 86-806 (Reissue 1999), and the Conm ssion thereupon
approves the

di scontinuation of service by US Wst to custoners in the exchanges.

IT 1S FURTHER ORDERED that the Anti-Slanm ng Act is not
applicable to this transaction, nor would the policy considerations
that underlie the passage of the Anti-Slamm ng Act be served by its
application to this transaction.

IT 1S FURTHER ORDERED that any gain realized by US West in
this transaction be treated as non-operating incone in accordance
with 47 CFR Part 32 pertaining to sale of plant with traffic, and
Conmi ssion Rul e 002.24(B), and shall be returned to the genera
operating fund of US West.

IT 1S FURTHER ORDERED that Citizens shall notify the Conmission thirty
days prior
to the termnation of any | ease of a
switch fromUS West.

IT 1S FURTHER ORDERED that Citizens discontinue any |oca
nunber portability charges to its custoners upon the termnation of
a lease fromUS West of any switch or switches and/or the
repl acenent of switches | eased by US West, provided that Ctizens
may re-institute a |local nunmber portability charge at a future date
in accordance with FCC requirenents.

IT 1S FURTHER ORDERED that Citizens is obligated to abide by
the sane laws, rules and regul ations, both federal and state
(including any |laws, rules or regulations regardi ng uni versa
service and quality of service) applicable to any other |oca
exchange carri er.

IT 1S FURTHER ORDERED that, to the extent Citizens provides
access line service as referenced in the Tel econmuni cati ons Rel ay
System Act, Neb. Rev. Stat. § 86-1302 to 86-1306 (Relay Act) and
defined in Neb. Admin. R & Reg. Title 291, ch. 5, section 001.01B
Citizens shall collect fromits subscribers a surcharge (Rel ay
Surcharge) pursuant to the Relay Act and the Comm ssion's annua
orders establishing the anbunt of the surcharge, and shall remt to
t he Conmi ssion the proceeds fromthe Relay Surcharge as provided by
the Rel ay Act.

IT 1S FURTHER ORDERED that Citizens conmply with all necessary
statutes and Commi ssion Rules and Regul ations as they pertain to
t he Nebraska Universal Service Fund.

IT IS FURTHER ORDERED that Citizens shall file, in accordance
with the applicable statutes, on or before April 30 of each year,
an annual report with the Conm ssion consisting of: (a) a copy of
any report filed with the FCC, (b) a copy of any annual report to
st ockhol ders; and (c) a copy of the latest Form 10-K filed with the
Securities and Exchange Conmission. |f such reports are
unavail able, Citizens shall file a bal ance sheet and incone
staterment for the previous year of operation, and for the State of



Nebraska on a conbined interstate-intrastate basis, the investnent
in the tel ephone plant and equi pnent | ocated within the State,
accunul at ed depreci ation thereon, operating revenues, operating
expenses, and taxes.

I T 1S FURTHER ORDERED t hat upon conpletion of the acquisition
of the exchanges by Citizens, that Ctizens shall file with the
Conmi ssion a tariff, boundary map and price list for each of the
exchanges.

MADE AND ENTERED at Lincoln, Nebraska, this 10th day of My,
2000.

NEBRASKA PUBLI C SERVI CE COWM SSI ON

COWM SSI ONERS CONCURRI NG

Chai r man
ATTEST:

Executive Director
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