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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

Hy

In the Matter of the Application of GTE
Arkansas Incorporated and Century Tel of
Northwest Arkansas LLC for Authority to
Transfer and Acquire Part of GTE
Arkansas  Incorporated's  Franchise,
Facilities or System Located in the State
of Missouri and for Issuance of
Certificates of Service Authority to
CenturyTel of Northwest Arkansas LLC.

Case No. TM-2000-471

STAFF RECOMMENDATION

COMES NOW the Staff of the Missouri Public Service Commission (Staff) and
for its Recommendation states the following:

1. On February 1, 2000, GTE Arkansas Incorporated (“GTE”) and CenturyTel of
Northwest Arkansas, LLC (“CenturyTel”) filed a joint application (“Application”) with the
Missouri Public Service Commission (“Commission”) for authority for GTE to sell to
CenturyTel part of GTE’s franchise, facilities and system located in Missouri. CenturyTel also
seeks a certificate of service authority authorizing it to provide telecommunications services in
the two exchanges.

2. The sale of assets is pursuant to Section 392.300 RSMo 1994 and 4 CSR 240-
2.060(7). Applicable case law provides for the Commission (Commission) to approve an asset

transfer if it is “not detrimental to the public interest.” See State ex. rel Fee Fee Trunk Sewer,

Inc. v. Litz, 596 S.W.2d 466, 468 [3] (Mo. App. E.D. 1980).
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3. In the attached Memorandum, which is labeled Appendix A, the Staff
recommends that the Commission find the sale of assets to not be detrimental to the public
interest.  Therefore, the Staff recommends that the Commission issue an Order approving the
transfer of assets from GTE to CenturyTel. Staff also recommends that the Commission approve
CenturyTel’s application for certificates of authority to provide basic local, local exchange and
interexchange telecommunications service, and approve CenturyTel’s Tariff P.S.C. Mo. No. 1.

WHEREFORE, the Staff recommends that the Commission grant the Application to sell
certain assets to CenturyTel and grant CenturyTel a certificate of authority to provide basic local,
local exchange and interexchange"telecommunications service upon the conditions outlined in
the “Recommendation” Section of the Memorandum.

Respectfully submitted,

DANA K. JOYCE
General Counsel

Ro V. ¥ranson
Assistant General Counsel
Missouri Bar No. 34643

Attorney for the

Missouri Public Service Commission
P. O. Box 360

Jefferson City, MO 65102

(573) 751-6651 (Telephone)

(573) 751-9285 (Fax)
rfranson@mail. state.mo.us
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Certificate of Service

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel of
record as shown on the attached service list this 9th day of June, 2000.




MEMORANDUM

TO: Missouri Public Service Commission Official Case File
Case No. TM-2000-471
GTE Arkansas Incorporated and CenturyTel of Northwest Arkansas, LLC

FROM: William A. Meyer, Project Coordinator p b / ?/ Lone
David Broadwater, Financial Analysis Departmen Pﬂ
Lisa Mahaney, Telecommunications Departme d/vv/
David G. Winter, Accounting Department /

) @,rfr)
. a/G/ron / bre ¢-9.
roject Coordinator/Wate / eneral Counsel's Office/Date

SUBJECT:  Staff's Recommendation Concerning Authority to Transfer and Acquire Part of
GTE Arkansas Incorporated's Franchise Facilities or System Located in the State
of Missouri.

DATE: June 9, 2000

On February 1, 2000, GTE Arkansas Incorporated ("GTE™) and CenturyTel of Northwest
Arkansas, LLC ("CenturyTel" or "Applicant"), filed a joint application ("Application"} with the
Commission for authority for GTE to sell to CenturyTel part of GTE's franchise, facilities and
system located in Missouri. CenturyTel also seeks a certificate of service authority authorizing it
to provide telecommunications services in the two (2) enumerated exchanges. The application
was docketed as Case No. TM-2000-471.

Detriment to the Public Interest Standard

Staff utilized the “detriment to the public interest” in this proceeding. If the Joint Applicants fail
to show that the proposed sale of certain GTE exchanges to CenturyTel is not detrimental to the
public interest in Missouri (i.e., if it is demonstrated that the Missouri public will be harmed by
the proposed sale), then the Commission should reject this application and not approve the
proposed sale. Staff Counsel has advised that the “not detrimental to the public interest”
standard is based on case law generally cited in court opinions such as State ex rel. City of St.
Louis v. Public Serv. Comm’n, 73 S.W.2d 393 (Mo. banc 1934); State ex rel. Fee Fee Trunk
Sewer Co., Inc. v. Litz, 596 S.W.2d 466 (Mo. App. 1980). Staff Counsel also advises that the
Commisston has incorporated the “not detrimental to the public interest” standard in its rules
4 CSR 240-2.060(7)(D).

e
APPENDIX A
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Consistent with Staff’s position in other acquisition and merger cases, Staff views the members
of the “public” that are to be protected as those consumers taking and receiving utility service
from the GTE exchanges that are being sold to CenturyTel in the State of Missouri.

In this case, Staff would define “public interest™ as referring to the nature and level of the impact
or effect that CenturyTel’s acquisition will have on its Missouri customers. There is a
fundamental concern in the regulation of public utilities that the public being served will not be
impacted adversely or harmed by those responsible for providing monopoly services. Public
utilities in Missouri are charged with providing safe and adequate service at just and reasonable
rates. If this merger results in adverse or negative impacts to CenturyTel’s Missouri customers,
then the Commission should not approve the Joint Applicants’ Transfer Application or, in the
alternative, impose conditions sufficient to overcome the detriments of the merger.

SALE OF SYSTEM ASSETS

GTE proposes to sell to CenturyTel all 103 of GTE's local telephone exchanges (213,651 access
lines) located in the State of Arkansas. Two of these exchanges include a total of approximately
800 access lines that serve customers physically located in Missouri. Those two (2} exchanges
are the Pea Ridge, Arkansas exchange which extends into McDonald County, Missouri and the
Seligman exchange that extends into Barry County, Missouri.

This sales transaction is part of GTE's announced initiative to sell approximately 1.6 million
telephone lines or about 8 percent of its domestic telephone network in the United States. It does
not affect GTE's long distance, Internet, and wireless services consumers in the State(s) of
Arkansas or Missouri. The Arkansas Public Service Commission in Docket No. 99-220-U
(Attachment 1) approved the sale of GTE's Arkansas telephone properties to CenturyTel.

The Commission in Case No. TM-2000-182 (GTE and Spectra Communications Group, L.L.C.)
approved a similar type of transaction when it addressed the sale of a portion (107 Missouri
exchanges or approximately 120,000 switched access lines) of GTE's Missouri network. Further,
the Commission in Case No. TM-2000-403 (GTE and Iowa Telecommunications Services, Inc.,
d/b/a Iowa Telecom) approved a comparable transaction when its approved the sale of three (3)
Iowa exchanges that include a total of approximately 105 access lines that serve customers
physically located in Missouri.

Based on the "Detriment to the Public Interest Standard” discussed above and the conditions as
outlined in the "Recommendations" section of this memorandum, the Staff recommends the
Commission approve the sale of the Missouri system assets to CenturyTel.

CERTIFICATE, TARIFF AND OTHER ISSUES

The Telecommunications Department Staff reviewed the Joint Application of GTE and
CenturyTel. CenturyTel has requested certificates of authority to provide basic local, local
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exchange and interexchange telecommunications service. The Application in this case states that
CenturyTel “proposes no immediate change in the operation of GTE’s properties as a result of
the proposed transaction.” CenturyTel has filed a proposed tariff for the exchanges involved in
this application which is substantially similar to the existing GTE tariff. Based on this statement
and on its review of CenturyTel’s proposed tariff, the Telecommunications Department Staff
believes that CenturyTel will continue to provide the same rates and level of service that has
been provided by GTE in the past.

CenturyTel has reached an agreement with the Office of Public Counsel (Attachment 2) which
states: ““... CenturyTel will commit to work with Office of Public Counsel and GTE customers in
Seligman (as well as GTE customers located in Pea Ridge) Missoun to develop an expanded
calling plan which will give them affordable access to communities of interest within Missouri,
such as the county seat, schools and medical facilities. Within six months after the closing of the
sale of these properties, CenturyTel will finalize and file for the necessary regulatory approval(s)
such an expanded calling plan. In addition, CenturyTel commits, within one year after the
closing of the sale of these properties, to establish a local Internet access in the Seligman and Pea
Ridge, Missouri exchanges so that customers in these exchanges will be able to access an
Internet service provider on a local dial-up basis without incurring any toll charges. Finally,
CenturyTel will ensure its billing procedures and customer service systems will be able to
differentiate between customers of the Seligman and Pea Ridge exchanges residing in Missouri
and those residing in Arkansas and give those customers prompt and courteous service.” The
Staff concurs with these steps and commitments.

The Telecommunications Department Staff believes that if the Commission approves this
Application, no harm to the quality of service for these customers will result. The Application is
generally in order regarding the certificate of authority from the Missouri Secretary of State, the
identification of exchanges in which CenturyTel will offer service, and identification of
sufficient technical and managerial resources and abilities to provide telecommunications
service. This information is sufficient to support granting CenturyTel’s Application for
certificates.

Based on GTE’s stated intent to discontinue providing telecommunications services in the
affected exchanges, GTE needs to file a proposed tariff to remove from GTE’s tariff any and all
references to the provisioning of basic local exchange, local exchange, and interexchange
telecommunications service to the exchanges being sold to CenturyTel.

Staff has reviewed CenturyTel’s proposed tariff with an effective date of July 1, 2000, and finds
it acceptable.

Staff recommends the Commission approve CenturyTel’s application for certificates of authority
to provide basic local, local exchange and interexchange telecommunications service. The
certificates should become effective on the same date CenturyTel’s proposed tariff becomes
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effective. The Commission should direct GTE to officially file its proposed tariff with the same
effective date as CenturyTel’s proposed tariff.

FINANCING ISSUES

The Financial Analysis Department has reviewed CenturyTel’s Application and financial
information provided by the Company. CenturyTel’s capital structure consists of 53.67% long-
term debt, 0.20% preferred stock, and 46.13% common equity, and CenturyTel corporate bond
rating is “BBB+" according to Standard & Poor’s. Based on the analysis conducted by the
Financial Analysis Department and Telecommunication’s review of the managerial and technical
ability of CenturyTel, the Financial Analysis Department has concluded that CenturyTel appears
to have the financial ability to raise sufficient capital at reasonable rates to operate this Company.

ACCOUNTING ISSUES

The sales of the exchanges is considered as a taxable transaction by CenturyTel. Taxable
acquisitions generally require the recognition of gain or loss by the Seller (GTE) in the year of
sale. The buyer of the assets (CenturyTel) does not receive the benefit of any deferred income
taxes.

As a taxable asset sale, the deferred taxes attributable to GTE’s assets will, in essence, be paid by
GTE upon the recognition of the gain on the sale of its assets. This recognition would cause the
deferred taxes to be eliminated from GTE’s accounting records and rate base. The Staff would
consider the loss of GTE’s deferred taxes to be detrimental to the public interest and the basis for
the Commission to deny authorization for this proposed merger. GTE’s regulated customers
otherwise would be harmed because they will lose the ratemaking benefit of the deferred taxes
offset to rate base and the resulting decrease in revenue requirement associated with this rate
base offset.

The Staff recommends as a condition of this transaction that a deferred income tax provision be
recognized for the Missouri properties. This provision would ensure that there would be no
financial detriment to Missouri ratepayers as a result of the loss of GTE’s regulated accumulated
deferred tax reserve, as well as deferred tax credits.
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RECOMMENDATION

The Staff recommends that the Commission approve the Joint Application with the following
provisions:

1) The Commission should approve CenturyTel's proposed tariff with an effective date
of July 1, 2000. The specific tariff sheets recommended for approval are:

PSC Mo. No. 1, Section 1, Original Sheets 1-13
PSC Mo. No. 1, Section 2, Original Sheets 1-2

PSC Mo. No. 1, Section 3, Original Sheets 1-14
PSC Mo. No. 1, Section 4, Original Sheets 1-21
PSC Mo. No. 1, Section 5, Original Sheets 1-58
PSC Mo. No. 1, Section 6, Original Sheets 1-13
PSC Mo. No. 1, Section 7, Original Sheets 1-72
PSC Mo. No. 1, Section 8, Original Sheets 1-5

PSC Mo. No. 1, Section 9, Original Sheets 1-13
PSC Mo. No. 1, Section 10, Original Sheets 1-3
PSC Mo. No. 1, Section 11, Original Sheets 1-5
PSC Mo. No. 1, Section 49, Oniginal Sheets 1-5

2) GTE shall file proposed tariff sheets to remove from GTE’s tariffs any and all
references to the provisioning of basic local exchange', local exchange’, and
interexchange telecommunications service’ to the exchanges being sold to
CenturyTel;

3) The Commission should grant certificates of authority to provide basic local
exchange, local exchange and interexchange telecommunications service to
CenturyTel which should become effective on the same date CenturyTel’s proposed
tariffs become effective;

4) The proposed tariffs of GTE and CenturyTel shall contain the same proposed
effective date; and

! As defined in 386.020 (4) RSMo 1999
* As defined in 386.020 (31) RSMo 1999
* As defined in 386.020 (24) RSMo 1999
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5) A deferred income tax provision shall be recognized for the Missouri properties. This
provision would ensure that there would be no financial detriment to Missouri
ratepayers as a result of the loss of GTE’s regulated accumulated deferred tax reserve,
as well as deferred tax credits.
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INTHEMATTEROF THE JOINT APPLICATION
OF GTE SOUTHEWEST INCORPORATED, GTE
ARKANSAS INCORPORATED AND GTE
MIDWESTINCORPORATED FOR AUTHORITY
TO SELL AND FOR CENTURYTEL OF
NORTHWEST ARKANSAS, LLC AND
CENTURYTEL OF CENTRAT. ARKANSAS,LLC
TO ACQUIRE CERTAIN ASSETS AND FOR
RELINQUISHMENT OF CERTAIN RIGHTS
UNDER CERTIKICATES OF PUBLIC
CONVENIENCE AND NECESSITY

DOCKET NO. 99-220-U
ORDER NO. /5
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ORDER

On Angust 1'3,- 1999, GTE Southwest Incorporaied, GTE Arkansas Incorporated and GTE
Midwest [ncorporated (collectively "GTE") and CenturyTel of Northwest Arkanses, LLC and
CenturyTelof Central Arkansas, [.Ij(‘_' (coi[ec;ive]y "Ce-mux}"l'el") flied a Joint Application pursuant
- 10 A:k._(;odg Ann. § 23-3-102 and Rules 6.011-5.03 of the Commission's Rutes of Practice and
Procedure requesting authority to transter to CenturyTél certain assels of GTE. According 1o the
App-licaiio;x, —GTE and Cent'ur;-"I'ei have entered into a definitive ;greement whereby GTE will sell
its operating facilities and equipment in cenain of its Arkansas exchanges to CenturyTel.
CenturyTel will take title to the facilities of GTE and operate the facilities as a jocz! exchange
carrier serving the approximately 213,000 switchéd access lines in the state covering 103 different
exchanges. The base purchase price which CenturyTel will pay GTE is $843.3 million.

On August23, 1999, AT&T Communications of the Southwest Inc. (A1 & T) filed a Petition

Attachment |
Page 1 of 23
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to Intervene. ALLTEL Communir;ations, fnc. and ALLTEL Arkansas, Inc. (coilectively
"ALLT;‘EL") tiled a Petition to Intervene on August 25, 1999 and Southwestern Bell T'elephane
Company (SWBT) filed 2 Petition 10 Intervene on August 31, 1999, The Petitions to Intervene of
AT&T, ALLTEL and SWBT were granted in Order No. | entcrcél on September 3, 1999. On
September 22, 1999, MC] WorldCom Comuﬁicatiung, Inc. (MCI) filed 2 Petition to Intervene
which was grante::—l in Order No. S'entcred on September 24, 1999. The Motion to Intervene filed
by Sprint Commﬁnications Company L P. on October 8, 1999, was granted in Quder Ne. 8 entered
on October 12, 1999,

A public hearing on the Application was held on December 14, 1999. Testimony on behalf
of GTE and CenturvTel was presented by Mr. Gerald Shannon, Director-Regulatory and
Governmental Affairs central Region for GTE Service Corporation, Ms. Susan W, Smith, Director-
Governmental Relations CenturyTel Service Group, inc., and Mr Nolan A. Moullé, i7., Vice
President of Scparations/Acecss Cemury'l;e_l Service Group, Inc. Mr. Jeftery Reynolds, AI;LTEL
Vice President-Wholesale Marketing and Mr. Leonard Bewrer, ALLTEL Staff Manager of Acr_:ess
Taiffs, testified on behalf of ALLTEL.- Testifying on behalf of SWBI" was Ms. Deborah O,
Heritage. Director-Industry Reletions.  Mr. Michael J.  Pauls, Manager, Access Landscape
Managemeny, testified on behalf of AT&T and Ms. Laura M. Kukta, Regulatory Mznager for
Regulatory Access Planning testified on behalf of Sprint.

The Applicmién of GTE and CenturyTel was filed pursuam -to Ark. Code Ann. §23-3-102
which requires that a public utility receive Commission approval to sell "any public utility piant, or

propernty constititing an operating unil or system." Ark. Code Ann. §23-3-102(23(3). The

rAttachment 1
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application for approval:
[S]hall be made by the interested public utility and shall contain a concise
-statement of the propused action, the rcesons therefor, and such other
information as may be required by the commission.
(2) Upon the fillng of an application, the commission shall investigate it,
with or without public hearing. and in case of a public hearing, upon such
notice as the comrmission may require. If it finds that the proposed action is
consistent with the public interest, it shall give its consent and epproval in
writing. ;
(3) In reaching its determination. the commission shall take into
consideration the reasonable value of the property, plant, equipment, or
securities of the wtility 10 be acquired or merged. Avk. Code Ann, §23-3-
102(b).

Rules 6.02 and .03 of the Commission's Rules of Practice and Procedure provide that:

Rule 6.02 Content

When application is made by a public utility for an arder authorizing the zcquisition, sale,
[ease, assignmen, or other disposition (notinciuding mongaging or ctherwisz encumbering)
of the whoic or any part of a public utility plant or property constituting an operating unit or
system necessary or useful in the performance of its duty 1o the public-or any franchise or
permit, or any right thcreunder, the application must be made by ail public utilities who are
parties to the proposcd transaction, and in addition to other requitements of these Rules, must
show;

(a) _ Thereasons on the part of each applicant for entering into the propased acquisition,
sale, lease, assignment, or other disposition of such property, franchisz, or permit,
and il the facts warranting same and showing that it is consistent with the public
inierest,

(b)  Anaccuraic detailed description of the property to be sold or leased, together with
the original cost 10 applicant and epplicant's statement as to the present vajue thereof,

Rule 6.03 Informaiion Reguired
With the application the folluwing information must be filed:

(&) A financial statement, if required by the Commission.

Attachment 1
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(b) A statement detailing the form of the instrument used in the transaction.

Mr. Shannon testifyi}ag for GTE and Cemu}chi stated that on November §, 1998, GTE

announced a plan to sell about 1.7 million of it 21.5 million wial domestic aceess lines representing
approximately 7% of GTE Network Service's total lines. The plan to sell GTE properties is
"Intended to position GTE in markets that offer greater efficicncies in operations and higher growth
opportunities.” T.36. Mr. Shannon testified that this is part of an o\'erall‘ plan to generate funds to
be used to pursuc other strategic opportunities.

- CenturyTcl witness Smith testified that GTE and CenturyTel entered into an Asset Purchase
Agreement on June 29, 1999,"wher-e‘oy GTE agreed to sell, transfer and assign 10 CentwryTel its

tight, title and interest in the affected exchanges to its telephone plant, earned end.user accounts
receivable. matzriel and inventory supply, non-regulated consiruction work in progress, FCC license

and also including assigned penuits, assigned contracts, certain books and records, real property
y = + ] P P -

leases and all other property, assets and rights that relate primarily to the affected Arkansas

exchanges.” T. 97. CeniuryTel will pay a basc purchase price of §843.3 million for lOS-GTF.
exchanges with z to1al of approximately 513,090 aceess lines, The sale excludes the Texarkana
exchange. It includes the Mammoth Springs exchange owned by GTE Midwest Incorporated, the
Oklahoma exchanges of Coleord and Walls, the Seligman, Missouri exchange and a group of
customers in Jacket, Missouri served out of the Pea Ridge, Arkansas exchange.

Mr. Shannon testified that on the closing date of the salc GTE employees will become
CenturyTel employees at the same or comparable otal compensation which the employees are

receiving from GTE currently. Accoerding to Mr. Shannon, there are 252 hourly employees and 37

Attachment |
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salaried employees .of GTE affected by the sale. Ccm’ury Tel will establish a mirror plan for the
bargaining unit employees, and salaried employees mll have thcir_pension plan accrual formula and
ca:];;' retirame.nt provisions protected for five years. T. 39-40.

Ms. Smith testified that CenturyTel, the holding company, is a regional diversified
communications provider which offers local exchange, wireless, long distance and internet services

through its subsidiaries. She stated that CenturyTel serves customers with morc than 1,200,000

access lines in rural areas in 21 states and operates over 10,000,000 celiular pops. According to the
witness, CenturyTe] operates approximately 45,000 access lines in Arkansas &s well as providing
long distance and wirelese service in 27 counties in the state. It has over 30 YEUIs eXperience
operating locel exchanges in Arkansas. T. 95, Ms. Smith testified that as part of CentwyTel's
stiategic growth plan, it has concentrated on acquiring small and mid-size telephone companies and
local cxchanges in rural and suburban areas. She stzted that CenturyTel has successtully concluded
16 transactions in the past 10 years including integratiné 18 rurai exchanges from Ameritech in
Wisconsin. T.97. ) ) -

- The CenturyTel witness testificd that it would implement rates and charges for lncal and
toll service that arc identical to the rates and charges of the GTE companies and to the extent
possible CenturyTe! would keep the same terms and conditions for service. 'C.e.mur}-Tel also
commits to keeping the current lucal calling areas and to honoring GTE 's existing contractual
agreements for 911 and E-911 services. Ms. Smith testificd that CenturyTel's purchase ol'the GTE
properties would not have an adverss unpacton OTE's cxisringinterconnéctiqn agreements. [ 101-

-
2.
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Century Tel witness Moullé testified that the GTE companics arc not subject to the same type
ofintrastate or interstate regul#tion as the Century Tzl pumpa.nics. Inthe intrastateju:isdiétion, GTE
is the only re‘maining incumbent local exchange carrier (ILEC) that is rate b'ase regulated.
ﬁerefore, lhE_ traffic sensitive (TS) portion of GTE's access charges mirror the interstatc TS element
of its access charges as directed by the Commission in Orders No. 37 and No. 56 in Docket No. 83-
042-U. On the interstate side, GTE is a price cap company subject to the Federal Communications
Commission's (FCC) Access Charge Reform Order, CC Dockei No. 96-262— released May 16, 1997.
Mr. Moullé testified that pursuant to the FUC's Order, GTE made certain downward adjusunents in
the TS portion of its interstate access rates and an upward adjusiment to its interstate Common Line
clement. To mirror its interstate access rates in compliance with Order No. 56 in Docket No. &3-
042-U, GTE reduced its intrastate TS access rates. "However, since Common Line settlements from
the Arkansas Intrastate Carrier Common Line Pool (AICCLP) were frozen by Arkansas Act 77 of
1997, GTE was unzble to recover any of this revenue neutral shift in revenue requirements either
from the AICCLP or from Lhe-ir intrastaic aceess rates.” T. 128-9 )

" Mr. Moullé testified that the CenturyTel local exchange carriers (LEC's) are rate of return
regulated in the intcrstate jurisdiction and are not subject to the FCC's Access Charge Reforrﬁ Order.
According to the witness, CennwyTel intends to seck a price cap waiver from thé FCC for the GTE
properties itis acqui}'ing. He stated that the FCC normelly grants these waivers. The waiver would
make the acquired GTE properiies rale of retum in the interstate jurisdiction as are all the CenturyTel
LECs and the new companies will be in the Nationa!l Exchange Carricrs Association (NECA) Pool.

CenturyTe! will also maintain the newly ecyuired properties as rate of retum in the intrastate

Attachment 1
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jurisdiction. He testified that the ultimate impact of the cunversion to rate of return on the interstate
side and m;intcnanceof rate of return on the intrasiate side would bé altincrease in switched access
charges for thcl newly acquired ILECs. "The interstate TS rate would increase and through parity on
the intrastate side as ordered in Docket No. 83-04_2-U. intrastate aeeess rates would increase. M,
Moull€é westifled th‘al he di:i not know which NECA rate band the acquired companies would be
assigned 1o and therefore, he could only estimate the access charges that would apply o the new
CenturyTel LECs. However, he did testfy that even with an increase in access rales, the new
Cenlury Tel companies would have access rates which are lower than the switched access rates of
all the ILECs cxcept SWBT.

- Staff witness Dethel testified thatthe customers currently served hy GTE will not experience
a change in rates and charges for local and toll service or experience 2 change in local calling areas.
The Staff witness testified (hiat CenturyT¢l's plan to place the GTE properties in the NECA pools
"will produce.an increase it the traffic sensitive clements of switched sccess service.” 1. 364, Mr.

Bethel testified that GTE's current switehed aceess service rates ax-e lower than ail the other 1T FCs
except SWBT and the “posi-asscl-sale” switched access service rates will be lower than all ather
ILECs except SWRT. He noted that “"the putential changes in the rates for the traffic sensitive
elements of switched access service are not of such a natwe that would lead me 1o opposs the asset
sale." T.363.

The Staff witness recommended that the Comumission epprove the proposed sale of assets 1o

CenturyTel. He testified that he had "not identified any condition inconsistent with the public

interest that would prohibit the Cormmission from approving the proposed trensaction.” T. 368.

‘Attachment 1
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The witnesses for AT&T, ALLTEL; SWBT and Sprint {collectively referred to as "the
intervenors?) all testified that the asset sale Is }mt in the public interest if CenturyTel 1s allowed 10
ir;crcasc the Té element of intrastate switched access charges through an FCC price cap waiver and
mirroring interstate rates for intrastate access charges. In addition, the imcr-venors question the right
of CenturyTel to adopt the GTE revenue requirement for pani_cipaliun in the AICCLD.

] The witness for ;AT&T testified that CenturyTel's proposal for aceess rates wouid increase
AT&T's access cost npﬁroximate!y $3 million which wauld be an increase of 188% above what
AT&T now pays CTE for access, Mr. Pauls testified that in his apinion it is unfair 1o cause an
increase in switclied access charges due to a simple transfer of properties from GTE 1o CenturyTel.

According to AT&T's witness, it 15 discriminatory 10 in¢rease rates {or access customers only. He

testified that if CenturvTel believes it is entitled 1o additional revenues, it should file a rate case and

LV

agdjust the raies of all customer classes. T. 244-3.

ALLTEL witness Becier testified that since CenturvTel has not made the necessary federal
filings 10 obtain a waiver, it-is not possible to "know the rate or rate effect until the studies are
completed, the filings made and approvals obtained from the federal jurisdiction.” T.2/7. Mr.
Beurer aiso stated that it is ineppropiiete for the Commission to allow CenturyTel to establish
interstate rates of its choosing and 1o mirror those rates for application to intrastate access customers,
absent a full review of CenturyTel's rates and earnings.” T.278. ALLTEL's witnese warned that:

If CenturvTel is successful in incrsusing the intrastzic access rates that are
charged to customers in the GTE eachanges, this state will have rejectad
recent poiicy and practice associatzd with eccess regulation. Historieally,
access ratés have heen priced above ceonoinic cost and have provided some

contribution to lacal rates. The clearly recognized trend and goal of most
rezulators is 10 lower, not raise, access rates, and certaimiy insreaces of the
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magnitude suggested in this proceeding have never been conternplated. T.
279. - ' e

SWBT witness Heritage test-iﬁed that if CenturyTel is allowed to increase access charges it
will be a huge windfall to CenturyTel which will be funded by Arkansas raiepayers. She also
testified that allowing CenturyTel to mirror interstate TS access charges in the intrasiate jurisdiction
is inconsisient with the eriginal objectives of the Commiss-ion in Order No. 37 in Docket No. 83-
042-U. According 10 Ms. Heritage, the Commission ad&pted parity as a way 1 reduce access
charyes. She testiﬂcd thatitisillogical to aliow CenturvTel o purchase GTE praperties and increase
the access charges because linle will have changed except ownership of the companies. T.217-8.

The Sprini witness testified that it is not in the publicTinterest for Century'lel 1o increase:
access charges after it purchases the GTE preperties. Ms. Kukta testified zhat there 15 "no evidence
that CenturyTel requires an increase in overall revenue relative to current GTE revenue as a result
of purchasing these exchanges.” T. 345, - "

During the hearing, AT&T madc a motion to dismiss the Application on the groﬁnds that
Centurylel had preﬂentéd {nsufficient evidence (o establish that the purchase of'the. GTE properties
is in the public intérest. AT&T coniends that CentwiyTel failed to provide evidence of how a
compeny with reverues of iess than 32 billion a year will recover a $600 million premiuvm.
According to AT&T, the price CenturyTel is paving for the GTE properties will result in rate
increases and therefore, the acquisition is not {n the publiv interest and should be denied.

On December 1, 1969, AT&T filed 2 Motion 1o Declare Inapplicable or to Sct Aside Access

Parity Requirement and Reseind Applicable Orders. In its Motion, AT&T contends that
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CenturyTel's appIICatlon of access parity would frustrate (he purpose of access parity sct forth in
Order No. 36 mDocLet No. 83-042.U. Further, AT&I states that GTE is the only mnmmng ILEC
that is subject to the access parity requirement. AT&T contends that it is possible that CenturyTel
considers the absence of parity to be 2 material adverse effeet which would allow CenturyTel to
rescind the wansaction. Therefore, AT&T asserts that a decision on its Motion may make other
issues ire this docket moot. ALLTEL filed 2 Response on December 8, 1999, supporting AT&T's
Motion.

CenturyTel and GTE, and the Steff filed Responses to AT&T's Motion requesting that the
Motion be denied. In its Response, Staff contends that there are good reasons for maintaining parity
even though parily only applivs o GTE. According to Staff: -

Intersiate and Intrastate access service are virtually identical. The costs of
those services should be the vame, and the access charges associzied with
these services therefore should be the same. Further, in its First Report and
Crder FCC 97-158, released May 16, 1987 [sic}, the FCCindicated that it has
begun the process of removing implicit subsidies from interstate access

charges and establishing access rates that more closely represent the cost of
- providing that service. Mainwining parity thus supports cost-based rates.

According to CenturyTel and GTE, A;F&T's Motion is 2n untimely collateral attack on
Orders No. 37 and No. 36 of Docket No. 83-042-U. CenuwryTel and GTE contend in their Response
that AT&T remained silent on rescinding Order No. 36 of Ducket No. 83-042-1 in October, 1998
when GTE reduced its access charges to meintain pasity. AT&T did not seek to prohibit GTE's
reduction in rates based upon the alleged invalidity of Order No. 56 in Docket Ne. 83-042-U,

The Commission is required to approve a sale or acquisition of'z public utility if "it finds that

the proposed action is consistent with the public interest ™ Ark. Code Ann. §23-3-102{b)(2). In
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determining whether the proposed action is in the public in-lere:st, the Commission must consider the
reasonable value of the property, plant and equipment of the utility being acquired in‘rcach{ng its
decision. The analysis of the public interest must include consideration of the impact of the sale on
the customers of ;h:: ulilit):‘., This includes determining whether customers will continue to receive
telephone service al the same or higher quality at reasonable rates after the sale.

The evidence presented by Cemu:;»'Te’l and GTE demonstrates that CenturyTel has a history
of providing service in rura] areas similer to the GTE properties that it1s purehasing and several of
the exchanges CenturyTel is purchasing are contiguous to CenturyTel operating local exchanges.
According to the CenturyTel witness, the CUStDl;]CIS of GTE will benefit from CenturvTel's focus
on serving rural markets and CenturyTel is committed to making more customer service funciions
availzble in the service arezs it is purchasing from GTL. CenturyTel intends to broaden the
availability of CLASS services and expand the deployment of 887 functionality, Also "CenturvTel
will broaden the deplovment of voice mail and Internet scr;'ic:s 'H-l the subjectexchanges.” T, 100-1.
CenturyTel intends to implement rates afid charges for loc;.l and wll which are idcntical to the
curcent raies and charges of GTE an file with the Commission. Initielly, CenturyTél intends to keep
the same terms and conditions for service as GTE where those letms and conditions are compatible
with CenturyTel operating procedures. T.101-2. Another benefit of the sale described by the GTE
and CenturyTel witnesses is that Century'lel has committed 1o employ the GTE employees in the
arcas purchascd, insuring that the acquisition does not resull in fayoffs and unemployment.

CentaryTel has alse commited that "it will not zttempt to invalidate any interconnection

agreement, applicable 1o the GTE exchanges, that exist at the time of the closing.” T. 113. In’
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ac;dili(m, CenturyTel commined.thax when it negntiates substitute inlerconnection agrcements to the
extent possible it will adopt the same terms and conditions as the agreemenis with GTE. Cemur_«.’rel
has also commined that for at least one year i; will maintain the newly scquired properties as rate
of return ILECs and not clect "alternative regulation"-under Ark. Code Ann. §§ 23-17-406-8.

The vpposition of SWBT, ALLTEL, AT&T and Sprint to the proposed acquisition stems
from the fact that GTE is the only ILEC in the State that bas not elected "alternative regulation” and
that CenturyTel has comrnitied to continue to operate these properties as rat¢ re;_zulatcd utilities.
;{ad GTE clected "alternative regulation” before the sale of the properties to CenturyTel, the asset
sale would not be subject 1o the jurisdiction of the Commission and would not be subject to
Commission review and approval pursuant to Ark. Code Ann, §23-3-102. See Ark. Code Ann. §23-
17-411(f). Asthe only ILECin Arkansas that hes not clected "alternative reguiation,” GTF. is the
oniy IT,EE that is reqdired o h:d\_'c_iust, reasonable and nondiscriminatory rates, GTE is also the
only remaining ILEC subject to the requirement to maintain the TS element of its intrastate switched
access charges at parity with its intersiate aceess charges. : - )

Sinc'e 19856, the Cnmmiésion has required that ILECs maintain the TS element of swatched
access charges at parity with their interstate access rate. The non-traffic sensitive (NTS) element or
carrier common line (CCL)Y was set through the revenue requirement for the Arkancas Intrastate
Carrier Cgmmon Line Pooi (AICCLP). The CCL charges were frozen as effective on December 31,
1996, for a pericd of three vears from February 4, 1997. Ark. Code Ann. §23-17-404(2)(4)(D). In

Order No. 36 entered on Avgust 21, 1986, the Commission established two dockets; Docket Ne. 86-

159-U for the Intrastate Flat Rate Carrier Common Line Service (IFRCCLS) tariff filings made by
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the Administrator of the AICCIP and Docket No. 86-160-U for th filing of amendments to the TS
elementof sx;.vit;hed access charges maintained at parity. From 1986 until the passage of Act 77 and
the clection of "alternative reguiation™, all ILECs maintained the TS element of their switched access
charges at parity with the interstate rate. Parity filings could resultin increases or decreases in rates
depending upon the changss in_imerstat@ access rates. GTE is the uniy ILEC still subject to the
Commission's orders to maintain switched access rates at parity because it has not elected
"alternative regulation.”

CenturyT¢l plans o reque;‘t a price cap waiver from the FCC to treat the GTE properties as
rate of return in the interstate juricdiction consistent with the wreatment of the other CenturyTel
LECs: T.129-32 If the FCC grants the waiver, the applicable inferstate switched access rates will
be higher than the existing switched access rates of GTE. As an interstate rate of return company,
CenturyTel will be able to include certain costs in the TS porion of its access charges which GTE
as a price vap company subject 1o the FCC's Access Charge Retorm Order is prohibited from
including in the TS ponion of its switched access charges. If the FCC -gra.nts the price cap wziver,
the newly acquired CenturyTel ILECs will joi.n the NECA pools and will charge switched access
rates accnrdiﬁg 10 the rate band assigued by NCCA. In 115 application and testimony, CenuryTel
has been unable 10 give definite numbers for the proposed access charges because it has not filed its
re.quest for waiver with the FCC wnd NECA has not assigned the GTE properties CenturyTel
proposes to acquire to a rate band for purposes of determining the applicable access charges.

SWBT, ALI.TEL, AT&T and Sprint contend that if CenturyTel gains the nacessary

regulatory approvals, the Commission's long-standing practice of parity access rates for rate

—
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régulated ILECs will allow CenturyTel to increase the switched access charges that the iptervenors
pay and therefore, the proposéd purchase is not in the public interest. As an altermative 10
disapproving the proposed sale, the intervenors con—u':nd that the COmmissiion shouid rescind the
order requiring parity between interstate and intrastate dccess charges and condition approval of the
sale on CenturyTel maintaining access charges at the presentlevel. The intervenors dismiss any
potential benefits the sale may have for GTE's residential and business customers and for GTE's
employ-ees as having a minimal impact on the public interest dewermination. ?rima.rily, the
intervenors focus on the public interest is limited 1o whether they might experience an increase in

switched access rates if CenturyTel obtains the necessary regulatory approvais after the purciiase of

the GTE properties.

In opposing the proposed purchase based upon the possible increase in switched access
charges, ALLTEL's witness Beurer contends that "if CenturyTel is successful in increasing the

Intrestate access rates that arc charged to customers in the GTE exchanges, the state will have

rgjected recent policy and practice as_sociated with access regulation.” T.279. ALITFI. and the
other interveners further contend that the trend nationally is to_reduce access charges and that the
FCC is reducing access charges to remove implicit subsidies. The intervenors are correct that the
FCC is moving to 1educe access charges and to remove implicit subsidies from access charges.

However, that is not the policy in Arkansas. Telecommunications policy in Arkansas was set in Act
7701997 (Act 77), Atk. Code Atui. §§23-17-401-12. In Ark. Code Ann. §23-17-404(e)(3)(D), the’
CCI. portion of access charges are [rozen prohibiting reductions in that element of 2ccess charges.

Lhrough election of "alternative regulation” pursuant to Act 77, the electing ILECs are no longer
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subject to the Comunission’s parity requircinent for intrastate- eccess. Thus, when the FCC has
ordered reductions in”interstate access raies (0 move toward cost based access charges, those
reduciigns have not been applied to intrastate acess ﬁhargcs. The electing [LECs have not reduced
their intrastate access rates to mirror the FCC's n-xove to cost bascd access rates without implicit
subsidies. After electing "alternative regulation” under Act 77, ALLTEL no longer has to mirmror
reductions in it intersiate access rates in complié.nce with the Commission's orders and ALLTEL
now hes intrastate access rates that are five times higher than its interstate access charges. T. 152,
If CenturyTel secures all the necessary approvals to increase its access charges, it will stll have
Jower access charges than any other ILECs except SWBT.' T.365. CenturyTel's plan for requesting
a price cap waiver from the FCC and changing access charges for the newly acquired GTE
companics to NECA pool rates is not inconsistent with Arkansa; telecommunicarions policy
established in Act 77,

As an alternative o rescinding the Commission's parity orders, the intervencrs conlend that
Orders No, 37 and 56_ in Docket No. 83-042-U do not apply to CenturyTel. It i's the intEr;cnprs
position that the new CenturyTel companics ereated to operate the G'I'E-propemes Were not parties
to that Docket and can claim no rights pursuant to those orders. In additior{, ALI.:Té-L
Communications. Inc. contends that it is not bound by orders in Docket No. 83-042-U since it did

. . . .
not exist at the time those ordess were adopted and it was not a party to Docket No. 83-042-U

[n Order No. $6 of Docket No. 83-042-U, the Commission made all jurisdictional local

IA3 of Februa=y 4, 2000, SWRT may increase its switched access rates, excluding the
CCL charge, at any time it chooses pursuant o Ark. Code A §23-17-407.
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exchange carriers and all ceniﬁcétcd interexchange carriers (IXCs) panies to the docket opened for
the purpose of filing amendrnegts to the TS elerments of acc;:ss charges, Docket No. 86-1 60.U. The
vast majority .of the approximately 300 IXCs operating in the state today did not exist or were not
" operating in Arkansas on August 21, 1986 when Order No. 56 opened Docket No. 86-160-U and
they were never parties to Docket No. 83-042-U. At least one ILEC, Scou County Telephone
Company, did not exist when Docket No. 86-160-U was initiated and other ILECs have been
acquired by or mc;rged with other lncal exchange carrlers since the duocket was opened. However,
until 1997, all ILECs charged and all IXCs, including ALLTEL Conununications, Inc., paid
switched access chérges tiled in Docket No. 86-160-U and set at parity m accordance with
Commission policy adopted in Docket No. 83-042-U. Regardless of the cate on which they were
certificated to provide service in Arkansas, those ILECs and IXCs are considered parties (o the
docket with the right 1o contest any parity filing made in Docket No. &6-160-U.

As CenturyTe! expleined in its Recponse to Post Hearing Briefs:

[T}he Dublic Scrvice Commission is a creature of the legislature and performs, by

detegation, legislative functions. Asg such it possesses the came powers 25 the

General Assembly while acting within ite Jegislatively-delegated powers and has very

biozd discretion in excrcising these powers. Because the Commission acts in 2

legislative capacity and not in a judicial one, orders of the Commission are viewed
as having the same force and cffect s would an enactment of the General Assembly.

Arkunsuay Electric Energy Consumer v. Arkansas Public Service Comm'n 35 ALK,
App. 47, 66-07, 813 §.W.2d 263, 274 (Ark. App. 1991); see also Ciry of Fort Smith
v. Arkansuy Public Service Comm'n, 278 Ark. 521, 525-26, 648 S.W.2d 40, 42
(1983) ("The PSC is 2 creature of the legislature and in ratemaking it is performing
a legisiative funuiivn, by delegation.") This language demonstrates that actions of
the PSC heve the effect of law. See also Arkonses Pubiic Service Comm'm .
Lincoln-Desha Telephore Co., 271 Ark. 346, 330, 605 §.W.2d 20, 25 (1980) ("l he
PSC aets in 3 legislative capacity and notin a judicial one. Therefore, we view the
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orders ot the (.:ommissibn as having the same force as would enactment of the

General Assembly.™) As such, Orders Nos. 37 and 56 arc binding on all rate of

return regulated local exchange carriers in the State of Arkansas. Simply because

GTE and Century'l'el (if approved) remain the unly rate of return regulated LECs in

the state does not make the parity orders any less binding.

Commission orders have the effect of law. The orders of the Commission are binding on all
utilities and all customers of the utilities until the order is revoked, replaced or superseded by
legislation. Each new customer of a public utitity is not entitled o a new rate case to establish rates
for service regardless of whether the new cusiomer v:'as or could have bren a party to the procecding
that produced the rates. Each new utility is subject to compliance with all existing Conunission
rules, regulations and policigs regardiess of their participation in the proceedings where they were
adopied. CenturyTel as the successor ILEC wi}] be bound by ail orders, rules and regulations which
are applicable to GTE, including orders entered in Docket No. 83-04)-11.

ALLTEL also questions CenturyTel's proposal 1o assumeé the revente requirement of GTE
for purposes of patticipation in the AICCLP. Mr. Beurer testified that the "AICCLP tariff identifies
those c-umpanics which receive a frozen amount of Arkansas Intrastate Carrier Comman Line Pool
(AICCLP) funds" in Section 2 as the ILECs listed in paragraph 6 of the taritf. T. 2%5. He further -
testified that the tariff clearly states that the payments go 1o GTErand “[tJhere is no indication that
those frozen amounts fur the listed companics can be assigned to other companies.” T. 285.
AlTTEL also questions whether CenturvTel is purchasing the assets of GTE which support the
revenue requirement of GTE [ur the AICCLP.

The AICCLP is defincd as an wiincerporated organization of telecommunications providers

"whese purpose is fo manage billing, collection, and distnibution of the incumbent local exchangs
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carrier's intrastate toll common line service revenue requirement.” Ark. Code Ann. §23-17-403(3).

An ILEC is "a local exchange carrier, including_successors or assigns, that is certified by the

commission and was providing hasic local exchanéé service on February 8, 1996." [Emphasis
added). Ark. Céde Ann. §2_3-17-403( 16). Pursuant 10 Atk. Code Ann: §23-17-403(16), CenturyTel
as t};e successor to GTE becomes an IL £ for which the AICCLP maneges the billing, collzction,
and distribution of its intrastate toll common line service revenue requirement and CenturyTel
succeeds to all benefits of the [LECs it acquires. The AICCLP Administrator can amend the
IFRCCLS taniff to delete the names of the GTE companies from the list and replace them with the
names of the successor CenturyTel [LECS to remedy ALLTFI.s concern about the accuracy of the
names listed in the taniff. The frecze on CCL charges does not prohibit the assignment of the fruzen
amount to the CenturyTel companies as the successor ILECs to GTF. |

The witriess for ALLTEL also-questioned whether Century le! .is purchasing all of the GTE .
assels that support GTE's AICCLP rc»'cﬁuc requirement. However, ALL'TEL provided no evidence -
of any specific assets supponting GTL's AICCLP revenue requirement that were not part of the sale. -
GTE witness Shannon and Century Tel witness Moullé' both testified that CeatunvTel would acquire
all of the GTE assets relevant to the provision of CCL services. T.49.51 and 1352

The intervenors raised the specter of the rural ILECs requesting increased funding from the
Arkansas Unjversal Service Fund (AUSF) if CenturyTel gaing the necessary fedaral and state
approvals 1o chau-ngc the TS clemeni of its switched access rates for the GTE properties. Ark. Code
Ann. §23-17-404 estzdlishes the revenue losses which are subsidized through the AUSF. Based

upon the statutory critenia. ing AUST Adininistater deicrmines whether the claims of the [LECs are
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recaverable from the AUSF. The AUSF isa part of the :e!ecommunicati:ms policy of this staie
es;ablished in Act 77 and the fact that an ILEC may seck recovery of funds from the AUSF is not
a factor in determining whether the proposed sale of the GTE properties 1o CenturyTel is in the
public interest. -

Currently, GTE has interconnection aureciments with S‘«‘r’.BT= ALLTEL and other competitive
local exchange carriers (CLECs). The wimcss. for CentwyTel testified that it is CenturyTel's
"intention 1o execute mutually zgreeable substitute inlerconnection agreements that to the extent
possible contain terms, rates and conditions identical o those provided by GTE." T. 109, 114,
ALLTEL and GTE are in the process of renegetiating their interconnection egreement. In this
proceeding, .-‘\_LLTEL requests that if the Commission approves the acquisition, the Commission

impos¢ conditions on that approval regarding the terms of the interconnection sgieement betwecn

ALLTEL and GTE. -

The federa] Telecommunications Act encourages negotiated interconnection agreements
without rcgulatory interventior. ALLTEL is free 10 negotiate anv terms and condition of
interconnection with GTE is deAsir‘_es zs fong as those terms and conditions do.not discriininatc against
vther telecommunications carmiers that are not parties to the agreement and the agrecment is not
inconsistent with the public intcrest. 47 U.S.C. §252(e)(2). 'l'erms and conditions regarding the
acquisitivn which ALLTEL wants to make part of the interconnection agreement with GTE and/or
CeniuryTel should be negeotiated berween the parties 1o the agreement. 'lfnegotiations fail, ALLTEL

may file a petition [ur ybiiration as it did on March 17, 2000, in Docket No. 00-081-U 10 resolve

the issuec ithas raised. CennuyTel has commined to honor the interconnection agreemenis of GTE
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after the acquisition and ALLTEL has initiated arbitration to address specific issues which are in
dispute \-Uith GTE. lmposéng conditions o the acquisition would be an inappropri_ate eircumvention
of the Te.leco-ﬁmunications ALt

According to SWBT, the Commission's assessment of the public interest muét include all
customers in the state and to be in the public inierest the asset purchnse by CenturyTel "must be
transparent to SWE', its custnmers,-and 2ll other LECs and interexchange carriers (IXC) and their

1"

customers.” T.310. SWBT does nnt cite any authority for its exuemely broad definition of what

isinthe public interest. Whether or not the 2sset purchase iy iransparent to the customers of SWBT,

other ILECs oz IXCs is solely within the controi of SWBT, the ILECs, and the IXCs. if the switched
access rates of CenturyTel change after the asset purchase, SWBT, the other ILECs and the IXCs
are free 1o decide whether or not to pass any incrzase or decrease in switched access raies through
to their customers. The Commission does not set r}—ne rates or chasges of SWBT oy theother ILEC.

The primary consideration in determining if the aén:uisition by CenturyTel of the GTE
propertics is in the public interest must be the customers of GTE who will be directly affected by the
change. The customers of GTE will continue to have telephone service at the sane r2ics afler the
zequisition by CenturyTel, CenturyTel plans improvements to customer service, CenuuvTel intends
10 expand the availability of CLASS services, Centurylel has committed 10 expanding the
deployment of 357 functionality, veice mail and internet services and Century Tel intends 1o add the
necessary facilities to implement DSL services. For the enstomers of GTE, the 'pu.:'chasc by
CenturyTel will piovide benefits which are consisient with the public interest. The cmplovees of

GTE wil} continue t Le employed by CenturyTel after the acquisition which is beneficial to the
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cconomy of the state as a whole and 10 the individual employees.

Contrary 1o the assertions of the intervenors, approval of the acquisition is not approval of
arate incrcasc,-_it 1s ot an abdicalion of Commission' amhc_uri& over rates, and it does not deny due
process to any of the intervenurs. After approval of the acquisition, CenturyTel must secure a price
cap waiver fromn the FCC before the switched access rates of the acquired ILECs couid be changed.
The intervenors ¢an challengs the request for waiver -al the FCC. Ifthe waiver is granted,
CenturyTel will then have to file the tariffs for its—sufitche.d access rates in Docket No. 86.160-U.
The intervenors also will have the right to challenge taritf filings in Docket No. 86-160-U, as other
IXCs and IT.ECs have done in the past when they opposed a parity filing. Approval of the
application to acquire the facilities of GTE by CenturyTel does not constitute aeprova] of any future

changes to switched zccees charges.

- As Staff pointed out in its Post Hearing Reply Brief "[a)pproving the asset sale does not
automatically approve any future rate increase. Besides the access rate issue, other factors support
finding that the public interest t:avors the proposed transaction.” Siaff's Post Hearing Reply Brief
at 2. GTE wanis to sell its Arkansas properties and CentwryTel is a willing purchaser with
experience in operating local e;\:change telecommunicetions carriers, CenturyTel is purchasing an
ongoiing telephone operation serving approximately 213,000 eccess lines for $843.3 million. The
assets of the Century'l'el holding company appear to be sufficient te support the purchase. The
business and residential customers of GTE will not experience local or toll rate increases or changes

in calling scopcs duc 1o the acquisition. These customers will experience some improvements in

customer service and may experience some upgrades in seivice. The employees of GTE will have
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_ the opporunity for comi-nued employment. Rased upon the evidence herein, the proposed
acquisition of GTF hy CenturyTel is consistent with the public interest as required in Ark. Code
Ann. §23-3-102(b)(7) and should be approved.

) Upon consummation of the sale, the certificates of convenience and necessity (CCN)‘ofthe
GTE companies will be canczled and the responsivility for providing telecommunications services
transferred 1o the new CenturyTel ILECs. The approval of the acquisition pursuant to Ark. Code

Ann. §23-3-102(b) shall not constitute a finding of value for ratemaking purposes.

ITIS, THEREFORE, ORDERED:

1. That the Joint Application filed by GTE and Cf;muryTel on August 13, 1999, should be
and hereby 1s approved;

2. That AT&T's Metiente Rc;cind the Commission's erders on parity in Docket No. 83-042
-U filed on December 1, 1995 should be and hereby is denied;

3. That the Motion o Stike filed by ALLTEL on February 1, 2000, should be and hereby

is denied; and.

4. That the Motivn w Reopen the Record filed by ALLTEL on March 17, 2000, should be

and hereby is denied.
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BY ORDERQF I'HE ADMINISTRATIVRET.AW JUDGE PURSUANT TO DELEGATION.

This .ﬁ.q#ﬁ{ay of March, 2000,

arah M. Bradshaw
Administrative Law Judge

Q—-‘,‘C/‘:f"-' T 4?__580)4/
Jan.Sanders
Secretary of the Commaission
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March 13, 2000

Martha Hogerty

The Office of the Public Counsel
P.O. Box 7800

Jefferson City, MO 65102

Re:  CenturyTel, Inc./GTE Arkansas Incorporated
Case No. TM-2000-471

Dear Ms. Hogerty:

Thank you for the opportunity to talk with you and members of your Staff about the concerns of
GTE Arkansas Incorporated customers located in Seligman, Missouri regarding CenturyTel's
proposed acquisition of telephone properties from GTE Arkansas.

In order to address these concerns, CenturyTel will commit to work with the Office of Public
Counsel and GTE customers in Seligman (as well as GTE customers located in PeaRidge)
Missouri to develop an expanded calling plan which will give them affordable access to
communities of interest within Missouri, such as the county seat, schools and medical facilities.
Within six months after the closing of the sale of these properties, CenturyTel will finalize and file
for the necessary regulatory approval(s) such an expanded calling plan. In addition, CenturyTel
commits, within one year after the closing of the sale of these properties, to establish a local
Internet access in the Seligman and PeaRidge, Missouri exchanges so that customers in these
exchanges will be able to access an Internet service provider on a local dial-up basis without
incurring any toll charges. Finally, CenturyTel will ensure its billing procedures and customer
service systems will be able to differentiate between customers of the Seligman and PeaRidge
exchanges residing in Missouri and those residing in Arkansas and to give those customers
prompt and courteous service.

I trust that this letter accurately reflects the commitments which we discussed. Again, thank you
for the opportunity to address these concerns in a timely fashion.

Sincerely,
G. Clay Bailey ?/ »? '
Vice-President, Government Relations
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Service List for

Case No. TM-2000-471
June 9, 2000

Office of the Public Counsel
P.O. Box 7800
Jefferson City, MO 65102

Byron E. Francis
Armstrong, Teasdale, Schlafly & Davis

One Metropolitan Square, Ste. 2600
St. Louis, MO 63102

W.R. England II/Sondra Morgan
Brydon, Swearengen & England
P.O. Box 456

Jefferson City, MO 65102




