DT 02-009

IVERRI MACK COUNTY TELEPHONE COVPANY
Merger with Tel ephone & Data Systens
Prehearing Conference O der

ORDER NO 23,936

March 18, 2002

APPEARANCES: Frederick Cool broth, Esquire, of
Devine, MIlimet & Branch, for Merrimack County Tel ephone;
John Light body, Esquire, of Murray Plunmb & Murray, for TDS;
Anne Ross, Esquire, of the O fice of Consuner Advocate, for
New Hanpshire ratepayers; and Lynmari e Cusack, Esquire, for
the Staff of the New Hanpshire Public Utilities Comm ssion.
| . PROCEDURAL HI STORY

Pursuant to RSA 369:8,11(b), on January 23, 2002,
MCT, Inc. (MCT), Merrimack County Tel ephone Conpany (MCTel co),
and Tel ephone and Data Systenms, Inc. (TDS), filed with the New
Hanpshire Public Utilities Conm ssion (Comm ssion) a
notification of a proposed nerger between MCT and TDS. On
February 8, 2002, MCT filed supplenmental papers with the
Comm ssi on concerni ng the proposed nerger.

The filing indicates that pursuant to the Agreenent
and Pl an of Merger dated Novenber 15, 2001, a new y-formed
subsidiary of TDS will be merged with and into MCT, resulting
in the survival MCT. All of the stock of MCT will be held by
TDS. According to the filing, post-nmerger TDS Tel ecom wi | |

beconme the parent of post-merger MCT, consistent with the
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ownership structure of other TDS-operated |ncunbent Loca
Exchange Carriers (ILECs).

The filing contains a representation that the
transaction as described will have no adverse inpact on the
rates, terms, service, or operation of MCT or its subsidiaries
within the State of New Hanpshire. Additionally, it is
asserted that the jurisdiction of the Comm ssion over the
operations of the post-nerger MCT will not be changed.

On February 21, 2002, the Conmm ssion issued an Order
of Notice establishing a Prehearing Conference, which was held
at the Comm ssion on March 6, 2002. On February 22, 2002, the
O fice of Consumer Advocate (OCA) filed its intent to
participate in this docket. No other party sought
i ntervention.

1. PRELIM NARY POSI TI ONS OF THE PARTI ES AND STAFF
A Merrimack County Tel ephone Conpany

MCT expl ained that it enbarked on a process to sel
t he Conpany with very specific objectives and goals. For
exanple, it noted it is a privately-owned conpany that w shed
to neet sharehol der expectations regarding the value of their
shares of stock in the Conpany. It also asserted that
custonmer care was critical in selecting a purchaser and, as

such, MCT's objectives were to provide for the continuation of
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hi gh-quality service to its custoners, to preserve an
excell ent work environment for the Conpany’s enpl oyees, and to
provide for continued service to the communities that surround
the Conpany’s service territories. |In signing a purchase and
sal es agreenent with TDS, MCT asserts that the buyer net the
specific objectives MCT desired.

MCT commented that TDS is an industry | eader in
owni ng and operating rural tel ephone conpani es throughout the
country, including the northeast. MCT clains that TDS is a
financially strong conpany in an industry where the financi al
ci rcunst ances of many ot her conpani es have declined or are in
guestion. MCT believes that TDS offers an opportunity for
anot her strong presence in New Hanpshire, wll provide an
excell ent work environment for MCT's enpl oyees, and is a
conpany interested in community service as well as quality
t el ephone servi ce.

Finally, MCT avers that there will be no adverse
i npact on rates, ternms, service, or operations as a result of
t he proposed nerger with TDS

B. Tel ephone & Data Systens

TDS joins and agrees with the position of MCT. In

addition, TDS states that it is already well-known to this

Comm ssion, and it currently operates other entities in New
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Hanpshire.

C. Office of Consunmer Advocate
The OCA is generally supportive of the application
for the merger and has for the nost part received favorable
f eedback regardi ng TDS conpani es. The OCA has sone concerns,
however, regarding this transaction. The first concern is the
al l ocation of the cost of the non-conpete clause which the OCA
bel i eves should be a cost of the nmerger and should not be
all ocated to the regulated entity. The OCA is al so concerned
about the operations of the conpany as it takes a nore
predom nant role in New Hanpshire. The OCA is concerned that
issues in other jurisdictions regarding the allocation of
expenses within the TDS conpani es between the regul ated and
non-regul ated entities do not becone issues in New Hanpshire.
D. St af f
Staff agrees with MCT that the proposed nerger is
governed by RSA 369:8. However, Staff is concerned that the
Conpani es’ assertion that there will be no adverse inpact on
rates, ternms, service, or operations as a result of the
proposed nerger with TDS has not been tested. Therefore,

Staff asserts that it will need to conduct discovery to
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determne if that statement is accurate, and to determne if
the nerger is in the public good. Staff indicates it wll
focus on two main issues in the discovery: informtion
regarding the financial inpacts of the nerger; and information
to ensure that the quality of service of both conpanies
continues to neet that of the pre-merger MCT. Staff notes
that it anticipates that this matter may proceed under a short
schedul e, but reserves its right to a nore thorough
i nvestigation under 374:30 in the event it is deened
necessary.
LT PROCEDURAL SCHEDULE

Fol l owi ng the Prehearing Conference, the Parties and
Staff agreed upon the foll ow ng schedul e and recomended it to
the Comm ssion by letter from Staff dated March 6, 2002.

Dat a Requests 03/ 18/ 02

Dat a Responses

03/ 28/ 02

Techni cal Session/Settl enment Conference

(i ncluding oral data requests) 04/ 08/ 02
Responses to Oral Data Requests 04/ 15/ 02
Heari ng 04/ 23/ 02

In the event an equitable settlenent is not reached
inthis mtter, Staff and the Parties agreed to continuing the

procedural schedul e as foll ows:
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Testi nony
04/ 22/ 02
Rebuttal Testi nony 04/ 29/ 02
Heari ng 05/ 02/ 02

| V. PREHEARI NG DETERM NATI ONS

The Procedural Schedul e proposed herein is
reasonabl e and neets the requirenments of RSA 369: 8.

In addition, we will require the Conpany to place a
di spl ay advertisenent notifying custonmers of the proposed
merger in a newspaper with statew de circulation or of general
circulation in those portions of the state in which operations
are conducted, publication to be docunmented by affidavit filed
with the Conm ssion.

Based upon the foregoing, it is hereby

ORDERED, that the procedural schedul e as proposed
herein is reasonable and is hereby adopted; and it is

FURTHER ORDERED, that the Conpany is to place a
di spl ay advertisenment in a newspaper with statew de
circulation or of general circulation in those portions of the
state in which operations are conducted, publication to be

document ed by affidavit filed with the Conm ssion by March 30,
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2002.
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By order of the Public Utilities Conm ssion of New

Hanmpshire this eighteenth day of March, 2002.

Thomas B. Getz Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary



