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BY THE COWM SSI ON:

By its application filed Decenber 23, 1999, BlueStar Networks,
Inc. of Nashville, Tennessee (Applicant or BlueStar) seeks
authority to obtain a Certificate of Public Conveni ence and
Necessity to provide | ocal exchange, interexchange and exchange
access tel ecomuni cations services on both a facilities-based and
resal e basis throughout the state of Nebraska. Notice of the
application appeared in The Daily Record on Decenber 28, 1999. The
following parties filed Petitions of Formal Intervention: Arapahoe
Tel ephone Conpany; Benkel man Tel ephone Conpany; Cozad Tel ephone
Conpany; Wauneta Tel ephone Conpany; Hem ngford Cooperative Tel ephone Conpany;
and
Hender son Cooperative Tel ephone Conpany (col-lectively, Intervenors). A
heari ng was hel d
February 15, 2000, in
t he Conmi ssion Hearing Room Lincoln, Nebraska, w th appearances as
shown above.

EVI DENCE

In support of its application, applicant produced one w tness,
M chael B. Bressman, associate general counsel for BlueStar. M.
Bressnman testified as foll ows:



Applicant is a Tennessee corporation and has filed its application for a
certificate of
authority to do business in the state
of Nebraska. Applicant has been granted conpetitive | ocal exchange
carrier (CLEC) authority in 22 states. Wile it is the intent of
the applicant to provide services on a statew de basis throughout
the state of Nebraska, BlueStar will initially provide services in
Lincol n and Omha. BlueStar's request for statew de authority does
not constitute a bona fide request for interconnection. The geographic areas
to be served by the
applicant will be subject to the
rural and 2 percent exenptions established in the Federal Tel ecomunications
Act of 1996.

Bl ueStar intends to provide Internet-protocol-based tel ecommuni cations
servi ces using
digital subscriber line (DSL) technol ogy, which would allow for high-speed
and ot her
hi gh- bandwi t h

data transfer applications. Initially, BlueStar will offer only
hi gh- speed tel ecomuni cati ons data services and not voi ce-grade
t el econmuni cati ons services. Services will be provided to custoners through

addi ng equi pnent

such as DSL nodens, digita

subscriber line nmultiplexers or DSLAMS, and plain old tel ephone
service (POTS) splitters, as well as through collocation of data
equi pnment in the central offices of the incunbent |ocal exchange
carriers (ILEGCs).

M. Bressman further testified that BlueStar has assenbled a
very experienced nanagenent team BlueStar's chief executive officer has
been in the
t el econmuni cations industry for a nunber of
years. The applicant's chief financial officer has nmore than 20
years experience in accounting and managenent. BlueStar's chief
technical officer, as well as BlueStar's other senior officers, has
an extensive range of long involvenent in the tel ecomuni cations
i ndustry as denonstrated in Exhibit 5 to BlueStar's application

M. Bressman further testified that the applicant has the
financial capability to provide |ocal exchange services throughout
t he geographi c area of the proposed service territory, as denonstrated by the
confidential and
proprietary financial statenents
provided to the Conm ssion as Exhibit 4 to BlueStar's application
Bl ueStar's parent conpany has recently filed to becone a public
corporation and applicant will have access to funds raised by this
structure change. |In addition, M. Bressnan testified that BlueStar has
rai sed adequat e operating
funds through private equity
investnments. Applicant estimates that operational costs will be
approxi mately $250, 000 per city not including enpl oyee sal ari es.

As far as technical capability, M. Bressman testified, BlueStar wl|
provide a proprietary
networ k system and hi gh- speed
I nternet through already existing tel ephone lines. DSL transforms



exi sting copper tel ephone lines into a nmedi um capabl e of carrying
Internet data and voice sinultaneously rather than requiring
separate lines for each. To do this, BlueStar needs agreenents

wi th i ncunmbent |ocal exchange carriers (ILECs). BlueStar has
signed an agreenment to do this with US West and has requested an
agreement with ALLTEL. BlueStar is not offering a voice-grade
service because it is not |locating a voice switch at the centra

of fice and is not providing voi ce-grade equi pnment to the custoner.
Thus, BlueStar cannot offer directory assistance, or 911 service.
If BlueStar decides to offer basic |ocal exchange and ot her voi ce-grade
services in the future, it

will amend its tariffs and conply

fully with all Commi ssion rules related to providing these services
such as directory assistance, tel ephone relay service, and 911
servi ce.

BlueStar will contact subscribers directly, on a face-to-face
basis, and will use no telemarketing tactics to contact potentia
subscribers. Applicant will have a toll-free nunber to answer
custonmer conpl aints during regul ar busi ness hours.

M. Bressman believes that BlueStar's presence in the state
will serve the public interest by offering a nunber of
t echnol ogi cal | y-advanced services to small and medi um si zed busi nesses at a
| ow conpetitive
price. M. Bressman testified that
this advanced tel ecomruni cati ons technology will attract nore
enpl oyers who denmand cutting-edge technology. DSL also offers
hi gh- speed secure connections that will enable the consunmer to
operate on a nore private network.

M. Bressman reiterated that the applicant does not seek
renoval of or exception to the 2 percent or rural exenption pursuant to the
Feder al
Tel econmuni cations Act. He further testified
that this application does not represent a bona fide request for
i nterconnection pursuant to the Federal Tel ecommunications Act.

OPI NI ON AND FI NDI NGS

The Conmi ssion considers this application for authority in
light of the following criteria and standards established in the
Commi ssion's tel econmuni cations rul es:

(a) Whether applicant has provided the information required
by the Commi ssi on;

(b) \Whether applicant has provided a perfornmance bond, if
required;

(c) Wether applicant possesses adequate financial resources
to provide the proposed servi ce;

(d) Whether granting applicant a certificate preserves and
advances universal service, protects the public safety
and wel fare, ensures the continued quality of telecom



nmuni cati ons services and safeguard the rights of consumers, pursuant to
Section 253(b) of the

Tel econmuni -

cations Act of 1996 (Act).

Applicant has denonstrated that it nmeets the standards of
financial, technical and managerial conpetence and all other cri-
teria necessary to provide |ocal exchange service on a resale basis
in Nebraska. No party to this proceeding refuted the applicant's
conpetence. No performance bond is required.

Before the applicant is allowed to provide | ocal exchange
service to its users:

(a) The applicant, either through negotiation or arbitration,
nmust reach an interconnection/resale agreement with US
West, GIE, ALLTEL, or Sprint.

(b) The Comm ssion nust approve the interconnection agreenent; and

(c) Applicant nust file, and the Comm ssion nmust approve, a
tariff in accordance with the provisions of Section
002. 21 of Neb. Admin. R & Regs. Title 291, Chapter 5.

This order does not termi nate, waive or in any manner dininish
the exenptions and protection created by the Act for rura
carriers. This order does not address the issue of the rural |oca
exchange carrier's exenption under the Act. Rural exenptions nmay
be term nated suspended or nodified only as provided in Section
251(f) of the Act.

Prior to providing | ocal exchange service in any area in the
state of Nebraska, applicant shall file, and the Comm ssion nust
approve, tariffs in accordance with the provisions of Section
002. 21 of Neb. Admin. R & Regs. Tit. 291, ch. 5.

Applicant has entered into a stipulation with the intervenors
not to oppose the application; however, the intervenors maintain
the right and opportunity to contest any future application of the
applicant to expand its service territory. Nothing in the stipulation shal
inany way limt
applicant's right in connection with
any such future application to denpnstrate to the Conmi ssion
applicant's satisfaction of any such criteria or standards established by the
Conmi ssi on.

As a provider of |ocal exchange service in the state of Ne-
braska, the applicant should be subject to the sane | aws, rules and
regul ati ons, both federal and state (including any |aws, rules or
regul ations regardi ng universal service, restrictions on joint mar-
keting and quality of service), applicable to any other |oca
exchange conmpany except those obligations inposed on i ncunbent
| ocal exchange carriers pursuant to Section 251(c) of the Act.

ORDER



I T 1S THEREFORE ORDERED by the Nebraska Public Service Comi ssion that
Application No. C 2188 be, and it is hereby, granted.

IT 1S FURTHER ORDERED t hat upon final approval of the inter-
connection agreenment and tariff, applicant is granted authority to
provide | ocal exchange service on a resale basis in the areas
served by US West, GIE, ALLTEL, and Sprint. The applicant nust
make further application to this Comm ssion for authority to
provi de | ocal exchange service outside these areas.

I T 1S FURTHER ORDERED t hat applicant shall abide by the sane
| aws, rules and regul ations, both federal and state (including any
| aws, rules or regulation regardi ng universal service, restrictions
on joint marketing and quality of service), applicable to other
| ocal exchange carriers except obligations inposed on i ncunbent
| ocal exchange carriers pursuant to Section 251(c)of the Act.

IT 1S FURTHER ORDERED that, to the extent the applicant
provi des access |line service as referenced in the
Tel econmuni cations Relay System Act, Neb. Rev. Stat. 88 86-1302 to
86-1306 (Relay Act) and defined in Neb. Adnmin. R Reg. Tit. 291
ch. 5, § 001.01B, the applicant shall collect fromits subscribers
a surcharge (Relay Surcharge) pursuant to the Relay Act and the
Conmi ssion's annual orders establishing the amount of the Rel ay
Surcharge, and shall remt to the Conm ssion the proceeds fromthe
Rel ay Surcharge, as provided by the Relay Act.

IT 1S FURTHER ORDERED t hat applicant shall file, in accordance
with the applicable statutes, on or before April 30 of each year,
an annual report with this Comm ssion consisting of: (a) a copy of
any report filed with the Federal Communi cati ons Conmi ssion; (b) a
copy of any annual report to stockholders; and (c) a copy of the
|atest Form 10-K filed with the Securities and Exchange Conmi ssion
If such reports are unavail able, applicant shall file a bal ance
sheet and incone statenent for the previous year of operation, and
for the state of Nebraska on a conbined interstate-intrastate ba-
sis, the investnent in the tel ephone plant and equi pnent | ocated
within the state, accunul ated depreciation thereon, operating revenues,
operati ng expenses, and
t axes.

IT 1S FINALLY ORDERED that this order be, and hereby is made,
the Conmission's official Certificate of Public Conveni ence and
Necessity to applicant to provide | ocal exchange service within the
territory described herein in Nebraska.

MADE AND ENTERED at Lincoln, Nebraska, this 14th day of March
2000.

NEBRASKA PUBLI C SERVI CE COWM SS| ON
COW SSI ONERS CONCURRI NG
Chai r man
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