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BACKGROUND

A. Procedural History of Docket No. C-2256/PI-38

On March 28, 2000, upon its own notion, the Nebraska Public
Servi ce Commi ssion (Comm ssion) opened C- 2256/ P1-38. In our Order
Openi ng Docket And Seeking Comment, we identified five tasks and
outlined several issues for which we sought public coment. W
also identified three forward-|ooki ng cost nodel s and requested
comments on how wel| each nodel could acconplish the Conm ssion's
five objectives. The nodels identified by the Conmi ssion were
Benchnark Cost Proxy Model (BCPM, Hybrid Cost Proxy Mddel (HCPM
and Integrated Cost Mddel (ICM. The Commi ssion afforded
interested parties the opportunity to submt alternative forward-I|ooking cost
nodel s for
Conmi ssion review. AT&T submitted its
Hatfield Associates Incorporated (HAI) cost nodel.

On May 10, 2000, in granting a notion filed by a nunber of
rural conpani es, the Conm ssion bhifurcated C 2256/ Pl-38. A separate
timeline was established for rural conpanies in C 2290/ NUSF- 22.



On May 24, 2000, upon the notion of Qwmest Corporation (f/k/a
US West Conmuni cations, Inc.) the Conm ssion entered a protection
order which subjected the proprietary information pertaining to
Qnest's 1 CM nodel and vendor-specific inputs to confidenti al
treatment by the Conmi ssion.

On June 6, 2000, the Conmi ssion staff released its initia
proposal with respect to cost nodels. The conment period on the
staff's initial proposal was tenporarily suspended because of a
deci si on handed down by the Eighth Circuit in lowa Utilities Board,
et. al., v. Federal Communi cations Comm ssion, Case No 96-3321 (8th
Cr., July 18, 2000). The Conmi ssion al so suspended the tineline
established in C 2290/ NUSF-22 pendi ng a round of conmments on the
Eighth Grcuit's decision

On June 14, 2000, the Commi ssion granted Qnest's Mdtion for
extraordi nary protection under the protection order adopted on My
24, 2000, as it pertained to third party vendor-specific information

In response to notion filed by AT&T, the Conmi ssion extended
the tine period for filing comments until August 4, 2000, for
initial coments and August 21, 2000, for reply conments.

On Cctober 31, 2000, the Conm ssion staff released its initia
recomendat i ons on geographi c deaveragi ng. The Comm ssion
solicited comments on the staff recommendati ons and held a hearing
in legislative fornmat on Decenber 5, 2000, in which the parties
di scussed the initial staff recomrendati ons. The Conmi ssion al so
held a work session on Decenber 20, 2000, where the staff explained
its recommendations to the Conmi ssion and the interested parti es.

On January 9, 2001, the Conmission entered an order wherein we
determ ned that zones for deaveragi ng rates on a geographical basis
will be determ ned by grouping entire wire centers. On January 23
2001, the Conmi ssion entered an order to nerge three issues from C 2256/ Pl - 38
into
C 2172/ Pl1-34. In our January 23, 2001, order we
further sought comment on the staff's pricing recomendati ons and
set the matter for hearing. The Conmm ssion staff released a third
set of reconmmendations to the Conm ssion on February 13, 2001. A
hearing in legislative format was held on February 20, 2001. The
Conmi ssion staff, Qaest, AT&T and ALLTEL participated in that
heari ng.

B. Procedural History of Docket No. C2172/Pl-34

On Decenber 7, 1999, the Conmmi ssion opened C-2172/Pl-34, on
its own notion, to seek coment on the establishnent and
i npl enent ati on of de-averaged rates for unbundl ed network el ements
(UNEs) pursuant to the Rules of the Federal Comunications
Conmi ssion Section 51.507(f). The Conm ssion received conments
froma nunber of parties including AT&T, Qnest, ALLTEL, Sprint and
Nebr aska | ndependent Tel ephone Association (NITA). A petition of
formal intervention was filed by Rhythns Links, Inc.

By order entered, January 23, 2001, the issues |abeled (1)
through (3) from Docket No. C 2256/ Pl-38 were nerged into Docket



No. C-2172/PlI-34. Parties were given the opportunity to coment in
the merged dockets and a hearing was held on February 20, 2001, as
st ated above.

OPI NI ONS AND FI NDI NGS

On Cct ober 31, 2000, the Commi ssion heard staff's initia
recomendat i ons on geographi ¢ deaveragi ng and pricing of |oops as
UNE's. These reconmendati ons addressed two issues; nanely, how
zones shoul d be created and how prices should be determ ned. On
January 9, 2001, we issued an order addressing the first of these
i ssues. Based on staff's recomendati ons, analysis of the facts
and coments received fromthe conpanies, the Comm ssion ordered
that entire wire centers should be grouped into UNE price zones.
At that time, we did not rule on a nethodol ogy for determnining
prices.

Inits Cctober 31, 2000 comrents, the staff made its first
reconmendati on for a nmethodology to create UNE zone | oop prices.
Thi s met hodol ogy cal cul ated UNE prices as a wei ghted average of a
conpany-wi de price. A mathenatical formula was introduced as a
technique for calculating the resulting weighted average price in
each UNE zone. |f the nunber of lines in zones 1, 2 and 3 are
represented as n;, n, and ns, respectively, and
t he average direct
| oop cost [per line] in each zone is represented by c;, ¢, and
Cs,
then the wei ghted average price in each zone, P;, P, and
Ps, can be
cal cul ated so that: (P;n; + Pyn,

+ P3ng) /(ng +ny

+n3) = (an average
price); and P, = P, P, =
P( Col Cl), P; =

P( C3/ C1) .

On January 23, 2001, the Commission staff presented results of
its review of comments fromthe Cctober 31, 2000, hearing as well
as alternatives to its initial recomendations. At that tinme the
staff proposed a second alternative nethodol ogy for cal cul ati ng UNE
zone | oop prices. The second nethodol ogy cal cul ated | oop costs in
each zone using a forward-| ooki ng cost nodel .

The | atest UNE | oop pricing hearing was held on February 20,
2001. At that tinme the staff proposed a third alternative for
calculating UNE prices. |t suggested that rates determ ned under
the first and second met hodol ogi es sinply be averaged toget her
This would create a bl ended rate that bal anced a wei ghted average
i nterconnection price against a neasure of cost. The final staff
recomendat i on was based upon the entirety of evidence presented at
the previous two hearings and upon examination of the nethods
adopted by other state Conmi ssions and Boards in Qrest's territory.
It was the opinion of the staff that both methods were valid for
calculating loop rates. Wth this belief, the final staff
recomendati on set prices for the three zones based on the average
of the two nethods.



During the hearing of February 20, 2001, the staff discussed
nmet hodol ogi es used by other states. A summary of the staff's
findings indicates that there was no universally-accepted techni que
for creating UNE zone prices. Sone states deaveraged prices.

O hers cal cul ated costs. There was no universally accepted cost
nodel either. States used HAI, BCPM RLCAP, |ICM and various
conbi nati ons of those nodels. There was an averaging of results
across nodel s and application of adjustment factors.

The conpani es providing testinmony and conments on this issue
have a variety of opinions as well. Qnest strongly endorses basing
| oop rates on forward-|ooking costs and urges that ICMis the
appropriate forward-Iooking cost nodel. It only reluctantly
supports the use of BCPM AT&T argues that deaveragi ng the current
i nterconnection price is the appropriate way to set |oop rates.

For deaveragi ng purposes alone, it could support use of nost
forward-1 ooki ng cost nodels. However, if the Conm ssion insists on
cal culating prices fromforward-|ooking costs nodel s, AT&T endorses
the HAI nodel. |In hearings and in its comments, ALLTEL supports
the staff's third reconmendati on. ALLTEL's wi tness expressed the
opinion that if deaveraging is based solely on results derived from
the HAI nodel they would be biased toward conpetitive |oca

exchange carriers (CLECs). He also inplied that costs devel oped
from BCPM woul d be bi ased toward i ncunbent | ocal exchange carriers
(I LECs). Hence, an averagi ng woul d be a reasonabl e conproni se

bet ween both party's interests. Citizens supports the use of its
CMMWM cost nodel and urges that the Comm ssion use conpany-specific
i nputs. Sprint supports the use of its enhanced version of BCPM

Upon review of all of the materials related to this docket,
the Conmi ssion feels that both the wei ghted average and cost
nmet hods proposed by the staff are reasonable. Variations of both
net hods have been endorsed by at |east one participant in this
heari ng and have been used by regulators in other states. AT&T
supports results derived fromthe HAl nodel. Oher states have
based rates on the HAl nobdel. Qmest and other carriers support use
of the BCPM nodel and ot her states have used it to determ ne rates.
Furthernore, nmany states within the regi on have averaged across
nodel s and met hodol ogi es to calculate UNE rates. This Conm ssion
feels that since neither a specific technique nor nodel has been
ei ther ubiquitously adopted by other states or endorsed by the
carriers, it is prudent to average results across nodel s and
techni ques. Therefore, the Conmi ssion accepts the staff's third
recommended procedure for cal culating UNE zone | oop prices. W
find that averaging results derived by the staff's first two
recomended net hods provi des the nost reasonabl e approach to the
initial step in setting UNE rates in Nebraska.

Several other issues have been raised during the course of
this proceeding. W feel it is appropriate at this tine to address
those issues.

A. Sel ection of a cost npdel

A cost nodel is needed to calculate the direct and full | oop
cost within each wire center. The Conm ssion has before it four



nodel s to use in determning costs. They are HAI, HCPM BCPM and
ICM In its universal service cost docket (C 1633), the Conmi ssion
careful ly considered the HAl and BCPM nodels. In that docket we
recommended to the Federal Communications Conm ssion (FCC) a nodel
for use in calculating federal universal service support. The
Commi ssi on chose to recomrend t he BCPM nodel rather than HAI
because we felt that it was "nore prudent to select a platformthat
we are confident will ensure a quality network in high cost areas
of our state.” (Order in Docket No. C 1633, April 27, 1998 at 3)

The FCC ultimately devel oped its own nodel, the HCPM for
federal universal service calculations. HCPMcontains its own
customer | ocation and plant design algorithm |t anends the plant
design results to the reporting nodul es of the HAl nodel to
generate its final output. HCPM produces copious output and it is
possible to use HCPMto calcul ate direct |oop costs by wire center.
However, this Comm ssion has never formally reviewed HCPM The
Conmi ssi on has never held hearings or requested comments on the
appropriateness of the HCPM for either universal service or UNE
pricing purposes. The FCC has never recomrended the HCPM f or
cal cul ating UNE prices.

Quest has put forth its ICM nodel for consideration as well.
Al t hough a docket is open (C- 1415) which includes the proposal to
use ICMto calculate costs, the Conmission and its staff have not
conpl eted a thorough review of the ICM nodel. In addition, ICMis
applicable to Qaest al one and cannot now be used to deternine zone
prices for conpanies other than Quest. This defeats the
Conmi ssion's desire to devise a methodol ogy that can be used for
all non-rural carriers.

The Conmi ssion has al ready extensively reviewed the BCPM node
for federal universal service purposes. |n densely popul ated
areas, BCPM s plant assunptions reasonably mrror actual investnent
patterns for the reasons nmentioned above. The staff in its January
23, 2001 recommendati on endorsed the use of BCPMto cal cul ate | oop
costs for UNE deaveraging. W agree with the staff's analysis and
recomendati on for the sane reasons and adopt the BCPM 3.1 for use
in calculating direct and full |oop costs for purposes of
determ ning UNE | oop prices.

B. Sel ection of an input data set

The BCPM nodel was first subnitted to the Conm ssion for
consi deration during the Comni ssion's consideration of the
appropriate nodel to use in determ ning federal universal service
support. Wth federal universal service as its purpose, BCPM was
initially populated with an input data set reflecting average
nati onal costs. National figures were used for cable and pl acenent
costs, capital costs, depreciation rates and sal vage val ues.
Ext ensi ve hearings and workshops were held, in part, to discuss the
appropriateness of those inputs. Utinately, the Conm ssion
recomended that the FCC adopt BCPMversion 3.1 with nost of the
initial inputs. However, we recomended substituting new capita
costs, depreciation rates and sal vage values into that data set.
For clarity, this has been called the adjusted national data set.



Subsequent to our recomendation to the FCC of BCPM with the
adj usted national data set, Qunest recomended a different input
data set-specific to Nebraska. According to Qaest, this new,
Nebr aska-specific data set is nore reflective of Nebraska costs.
Sone of its fiber and copper cable costs are higher than in the
adj usted national data set. Ohers are lower. Facilities sharing
percentages tend to be higher in the data set reflecting Nebraska
costs than in the adjusted national data set. Many inputs,
however, are identical in both data sets.

Qur preferred capital costs, depreciation rates and sal vage
val ues can be substituted into Quest's Nebraska specific data set
as well. This creates a third data set that is nost reflective of
costs in Nebraska. For clarity, this is called the adjusted
Nebr aska data set.

Anal ysis by the Commission's staff indicates that UNE direct
| oop costs generated by using BCPM s initial input data set are
simlar to results generated using the adjusted Nebraska data set.
G ven that the two data sets have many conmmon val ues, produce
simlar results and that the adjusted Nebraska data set nore
accurately reflects cable costs in Nebraska, we accept the use of
t he adj usted Nebraska data set, which includes the indicated
changes in capital costs, depreciation rates and sal vage val ues.

C. Sel ection of a conpany-w de average price

As for the appropriate conpany-w de average price, conments
submitted by both AT&T and ALLTEL support use of the existing
interconnection price of $15.79. In its coments, Qwest indicated
its belief that while the Conm ssion could use the interconnection
price, it would be nore appropriate to use the UNE price proposed
by Qnest in the Docket C-1415 or the Total Elenent Long Run
Incrinmental Cost (TELRIC) price as established in its | CM nodel

The Conmission is of the opinion that the interconnection
price of $15.79 is a valid price upon which to deaverage | oop rates
for Qvest. This rate was established as a conpany-w de average
price after a well docunented arbitration process. W see no reason
to question that process and therefore, we accept as a starting
poi nt the use of the interconnection price of $15.79.

Additionally, by a joint application filed Septenber 21, 1999,
anended February 28, 2000, Qaest and Citizens sought authority to
sell 14 of Quest's exchanges to Citizens. The exchanges for sale

i ncl uded: Ainsworth, Atlanta, Enerson, Farwell, Howells, Hunphrey-Creston,
Oxford

Randol ph, Silver Creek, St. Libory, Atkinson

Pilger, Valentine and O Neill. On May 10, 2000, the Conmi ssion

entered its findings and conclusions, which, inter alia, authorized
the proposed sale of these exchanges to Citizens. However, that
transacti on has not yet cl osed.

The Conm ssion suspects that this sale will close within the
next nonth or two. No comments were received in opposition to the
Staff's reconmendation to exclude these 14 exchanges from our
cal cul ation of Qmest's deaveraged UNE | oop rates. Therefore, the



Conmmission finds that it would be nore appropriate to exclude these
exchanges from our cal cul ation of Quest's deaveraged UNE | oop
rates. This lowers the Qmest-specific interconnection price to

$14. 32.

D. Placing wire centers into zones

After exam ning output fromthe BCPM nodel, staff proposed the
creation of three UNE price zones. Based on wire center costs and
| ocations, relatively | owcost urban wire centers were classified
as zone 1. Zones 2 and 3 contai ned the renaining higher-cost, nore
rural wire centers. Natural break points in costs, along with
geogr aphi c considerations were used to place wire centers in each
of the three zones.

The Conmi ssion does not want to define zones so narrowy as to
devoi d them of econonic nmeaning. Neither do we want to define
zones so broadly as to conbi ne high-cost and | owcost wire centers.
We feel that a careful analysis of costs and conpetitive realities
is nost useful in creating zones. The Commission is confident that
the staff used such a process to deternine zones in this case. W
endorse those zones recomended by the staff.

E. Al l ocation of conmpn costs to calculate full |oop cost

Inits March 6, 2001, comments to the Commi ssion, Qnest
contended the zone prices produced by BCPM and presented by staff
on January 23, 2001, had omtted | oop mai ntenance expenses as wel |
as conmpn expenses and investnents in support equipnent. After
careful review, staff agreed in principle and exani ned the
cal cul ation and all ocation of combpn costs to the | oop as suggested
by Qnest. However, staff felt that there was sonme overstating of
costs in the nethodol ogy proposed by Qaest. After careful review
and consultation with Qwmest, these issues were resolved. The staff
is confident that the correct method for calculating full |oop
costs includes the correct common cost el enents.

The staff has been | ess certain, however, about the percentage
of those comopn cost elements to allocate to the loop. In Qnest's
view, the appropriate allocation of commobn costs is based on the
ratio of |oop investnent to the sumof |oop, swtching and
interoffice facilities investnment. That ratio is approxinately 86
percent. The FCC, at paragraph 696 in its First Interconnection
Oder Inre Inplenentation of the Local Conpetition Provisions in
t he Tel ecommuni cations Act of 1996, (First Report and Order) (1996)
directs the allocation of "only a relatively snmall share of conmon
costs to certain critical network el enments, such as the local |oop
and collocation." The staff indicated that other allocation
nmet hods coul d be used. However, we have no better data in this
record on which to base an allocation of comobn costs to the | oop
Therefore, we feel there is no alternative but to accept Quaest's
proposed 86 percent allocation of applicable commobn costs to the
| oop.

F. Placing limts of prices in zones 2 and 3

In its January 23, 2001, proposal, staff stated that there was



significant divergence between the resulting zone 1 and the
resulting zone 2 and 3 loop prices using its recomended averagi ng
procedure. The staff reconmended Iimting the prices in zones 2
and 3 to twice and four times the price in zone 1, respectively.
The staff clained a reasonabl e degree of confidence that the cost
nodel s it reviewed in the universal service docket do an adequate
job of calculating average | oop costs in wire centers with dense
popul ati ons. However, the staff did not believe that any of the
cost nodel s reasonably cal cul ated the cost of providing service in
Nebraska's nore rural wire centers. The cost nodels are forward-|ooking and
designed to

provi de advanced services. Copper | oops

are restricted to 12,000 or less. This is not reflective of actua
plant in rural exchanges. |In addition, the staff felt that
extraordinarily high prices in zones 2 and 3 m ght cause
significant harmto the state's universal service fund. Therefore,
the staff recommended limting the prices in zones 2 and 3 rel ative
to the zone 1 price.

Qrnest's preferred cost nodel for this docket, its |ICM nodel
establishes zone 2 and 3 costs that are 2.2 and 3.7 tines higher
than its zone 1 cost. For the BCPM and HAlI nodels, staff indicates
that the zone 3 prices are 8.4 and 10 tines higher than the zone 1
prices, respectively. In several other Quest states, staff found
that the price in zone 3 is no nore than four tines the zone 1
price.

The Conmi ssion realizes that UNE prices should be based on
forward-1 ooking costs. However, we believe that even if linmts are
i nposed on the UNE | oop prices in zones 2 and 3, the cost-based
nature of the price in zone 1 neets the FCC s requirenents.
Furthernore, considering the wide variation in nodel results and in
results across states, we accept the staff's proposal and limt the
prices in zones 2 and 3 to be twice and four tines the price in
zone 1, respectively. The resulting zone 2 and 3 prices are high
enough to send neani ngful econonmic signals to market participants.
Yet, they also indicate our concern for protecting the state's
Uni versal Service Fund.

G Resulting UNE | oop prices for Quest

Based on our previous conclusions, the UNE zone rates
applicable to Qaest are:

ZONE

1 2 3
UNE LOOP PRICE $13.56 $27.12 $54.24

The figures in the table above assunme the sale of previously-nmentioned
Qnest exchanges
to Gitizens. |If that sale does not go
t hrough, we still endorse the nethodol ogy descri bed above for



conputing UNE | oop zone rates. However, the interconnection price
and zone costs used for deaveraging will change sonmewhat if the
exchanges in question remain Quest's property. In turn, this wll
af fect the actual calcul ation of zone |oop prices. W find that if
the exchanges in question remain with Qwest, the appropriate zone
prices for Qaest are:

ZONE
1 2 3
UNE LOOP PRICE $13.74 $27.48 $54.96
H. Applicability of findings and concl usions to other non-rura
carriers

Qur preferred nethodol ogy should be readily applicable to
the other non-rural carriers in the state. BCPMresults can be
generated for all non-rural carriers. Each of the non-rura
carriers has a published interconnection rate. It should be
possible to create a weighted average | oop price for each zone
based on the conpany-w de interconnection price. It should also
be possible to calculate the full |oop cost in each zone based on
BCPM results. These two values can be averaged to get the UNE
| oop price in each zone for the remaini ng Nebraska non-rura
carriers.

l. Applicability of findings and conclusions to rural carriers

The conments filed by the Rural Independent Conpani es (the
I ndependent Conpani es) chiefly expressed the concern that the
Conmi ssion's findings and concl usi ons reached in this docket
woul d be applicable to them As stated previously, we bifurcated
docket C-2256 and opened C-2290/NUSF-22 to create a separate
timeline and cost study for rural companies. Qur January 9,
2001, order nerging analysis of G 2256/PI-38 into G 2172/ PI-43
was silent as to whether our findings were applicable to the
I ndependent Conpani es, which created sonme confusion. Therefore,
today we explicitly state that our findings and concl usi ons
herein are not binding on the | ndependent Conpanies.

J. The Rel ationshi p between Whol esal e and Retail Deaveragi ng

In Qvest's coments filed on Decenber 29, 1999, in C2172/Pl-34 and
agai n on
Novenber 21, 2000 in C 2256/ Pl-38, Qaest asserts
that the critical issue here is the relationship between retail and
whol esal e rates. Quest clainms that wholesale and retail rates nust
be deaveraged in a consistent manner. W recognize the rela-tionship to
whi ch Qnest refers.
Even nore inportantly, we are fully
aware of the requirenents in Neb. Rev. Stat. 886-803(6) (Reissue
1999).




AT&T has responded to this issue in its coments as well.
AT&T argues that we should not divert our attention greatly to the
| i nkage between whol esale and retail rates for a number of reasons.
First, Qwmest has not denponstrated that its retail rates are based
on cost. Second, wholesale rates are only one of many factors that
affect a conmpany's retail rate offerings. Retail rates are heavily
driven by factors other than geography. Finally, if Nebraska
Uni versal Service Fund (NUSF) distributions are targeted to high-
cost UNE zones, there would be little, if any, pressure for deaver-aging
retail rates.

We agree with Qaest that Neb. Rev. Stat. 886-803(6) should not
be ignored. However, we also find that Quest’'s enphasis on the
Conmmi ssion's obligation to deaverage retail rates is msplaced.
Qrnest not only has the opportunity to apply for a change in |oca
rates, pursuant to Neb. Rev. Stat. 886-803; pursuant to that sane
statute, subject to certain exenptions, we cannot subject tele-conmunications
conpanies to rate
regul ati on. Mor eover, hi gh-cost
support is available and will be targeted to high-cost UNE zones.
W agree with AT&T that whol esale rates are one of nunerous factors
that affect retail rates. There is little evidence as to the
direct linkage of Qnest's wholesale rates and its retail rates.

K. AT&T' s objection to the use of BCPM

Inits conmments and at the | ast hearing, AT&T objected to the
use of BCPM for setting UNE | oop prices. AT&T also took the
position that so long as BCPM was used to deternine relative costs
between wire centers only, they would have no objection to using
BCPM The basis of AT&T's objection is the protective agreenent
that its experts signed in docket C1633. AT&T argues that it does
not have access to the nodel and is not permtted to use the nodel
for the purposes of this case. AT&T nentioned this in its conments
but made no attenpt to contact Qmest to nodify its agreement or to
obtain the ability to use BCPM for this docket. At the February
20, 2001, hearing, the witnesses for Qwest stated that with the
exception of certain inputs, BCPMis not a proprietary nodel. The
Quest witnesses further stated that BCPM has been a public nodel
for a few years now.

Wth respect to the restrictions on the use of BCPMin AT&T s
conmments, we find that AT&T could have at any tine requested
perm ssion to use BCPMin the instant case. |In our first order
whi ch opened this docket, we indicated that BCPM was one of the
nodel s we woul d consider for this purpose. Therefore, we concl ude
t hat AT&T has not been significantly prejudiced by our use of BCPM
in this proceeding.

L. Alternati ve cost nodel s

In conments subrmitted to the Commission, Citizens and Sprint
reconmended that we | ook at alternative npdels. W decline to do
so at this late date. This would not only delay our decision in
this docket, but would also prejudice the other interested parties
at this point in the proceeding. |In our initial order in G 2256/PI-38, we
gave parties adequate



tine to subnit alternative
cost nodels for our review.

M Expanded | nt erconnecti on Channel Term nati on Charges

Inits comments subnitted on February 2, 2001, ALLTEL stated
that its support for BCPM based rates is contingent on the
Conmi ssion's addressing the i ssue of Expanded I nterconnection
Channel Termination (EICT) Charges. W did, in fact, address this
i ssue at great length at our February 20, 2001, hearing. However,
we find that we cannot rule on the issue at this tinme. W do agree
that this recurring charge is tied closely to the effective | oop
cost. Nevertheless, it is preferable to us to conduct an
i ndependent review of this charge. Accordingly, the Conm ssion has
opened Docket C-2498/PlI-47, to deternine the appropriate price for
EICT. W request coments in that docket regarding the appropriate
process the Conmm ssion should adopt to establish rates for the
EICT. Interested parties are directed to submt witten coments
on or before April 6, 2001

N. Conti nui ng Juri sdiction

At the end of our February 20, 2001, hearing we asked the
interested parties to file a statenent on whether we have
continuing jurisdiction to deaverage UNE rates. No interested
party comrented on this subject. Upon our own review of the
Tel econmuni cati ons Act of 1996 (the Act), the FCC s pricing rules
and applicable state jurisdictional issues, we conclude that we do
have the continuing jurisdiction to set prices for UNEs and to
i npl enent deaveraged rates for unbundl ed el enents. As conpetition
starts to infiltrate other areas in the state, it would create an
absurd result if we did not have the jurisdiction to harnonize the
zones and the UNE rates in furtherance of the intent behind FCC s
pricing rules and the Act.

ORDER

I T 1S THEREFORE ORDERED by the Nebraska Public Service
Commi ssion that the staff recommendati ons to the Comm ssion are
adopted to the extent provided herein

IT 1S FURTHER ORDERED that the findings and concl usi ons
adopted herein shall be applicable only to the non-rural telephone
conpani es.

IT 1S FURTHER ORDERED that Qwmest file the appropriate tariff
and/ or Statenent of Generally-Accepted Terns and Conditions (SGAT)
anendnments to reflect the unbundl ed | oop prices adopted herein on
or before April 20, 2001

IT 1S FURTHER ORDERED t hat C-2498/Pl-47 be opened.

IT IS FURTHER ORDERED that interested parties may file witten
conments in response to the questions contained herein with regard
to Docket No. C-2498/Pl-47 on or before April 6, 2001, at 5:00 p.m
Parties must file at |east five paper copies of their witten



conments and one el ectronic copy in WrdPerfect 5.0 format or
| ater.

MADE AND ENTERED at Lincoln, Nebraska, this 20th day of March,
2001.

NEBRASKA PUBLI C SERVI CE COWM SSI ON
COWM SSI ONERS CONCURRI NG

Chai r man

ATTEST:

Executive Director
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