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WLTON TELEPHONE CovPANY AND HoLLI S TELEPHONE COVPANY
Acqui sition By Tel ephone And Data Systens, Inc.
Prehearing Conference O der

ORDER NO 23,955

April 19, 2002
APPEARANCES: Steven Canerino, Esquire, of MLane,

Graf, Raulerson & Mddleton, for Wlton and Hollis Tel ephone
Conpani es; John Lightbody, Esquire, of Miurray, Plunb & Mirray,
for Tel ephone & Data Systens, Inc.; F. Anne Ross, Esquire, of
t he New Hanmpshire O fice of Consunmer Advocate, on behal f of
Resi denti al Ratepayers; and Lynmari e Cusack, Esquire, for the
Staff of the New Hanpshire Public Utilities Conm ssion
| . PROCEDURAL HI STORY

On February 22, 2002, WIlton Tel ephone Conpany, Inc.
(WC) and Hollis Tel ephone Conpany, Inc. (HTC) filed with the
New Hampshire Public Utilities Conm ssion (Conmm ssion) a
notification of a proposed indirect acquisition of their
parent conpany, Tel econmunication Systens of New Hanpshire,
Inc. (TSNH) by Tel ephone and Data Systens, Inc.(TDS). The
filing indicates that TDS, a Del aware corporation and parent
to | ocal exchange and exchange access providers in New
Hanpshire and 28 other states, will acquire all issued and
out st andi ng conmon stock of TSNH, which currently owns 100% of
t he i ssued and outstandi ng shares of WIC and HTC.

The filing, which included the Conpani es’ Agreenent and

Pl an of Merger dated February 12, 2002, indicated a new y-
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formed subsidiary of TDS (TDS Tel ecom) will be nerged with and
into TSNH, whereupon the merged TSNH survives as the nerger
corporation with all stock held by TDS. After the merger, TDS
proposes to transfer the stock to TDS Tel ecomresulting in TDS
Tel ecom becom ng the direct parent of Post-Merger TSNH.
According to the filing, this arrangenent is consistent with
t he ownership structure of the other TDS I LECs.

The filing further indicates that foll owi ng the nerger
and stock transfer, TDS Tel ecom proposes to elimnate TSNH as
t he hol di ng conpany of WIC and HTC. The filing suggests this
wi |l be acconplished by either merging TSNH with and into TDS
Tel ecom or by having TSNH transfer all assets, including the
stock of WIiC and HTC to TDS Tel ecom thereby making TDS
Tel ecom the direct parent of WIC and HTC.

Finally, the filing asserts that since TDS is neither a
public utility nor a public utility holding conpany, as used
in RSA 374:33, the nerger and stock transfers do not cone
within the scope of that statute. However, the filing
represents that if the Comm ssion asserts jurisdiction over
the transaction, it should proceed pursuant to RSA
369:8,11(b). The filing contends, therefore, that the
transaction as described will have no adverse inpact on the

rates, terms, service or operation of WIC or HTC as WIC and
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HTC are expected to remain separate corporations and whol | y-
owned subsidiaries of TDS Tel ecom and neither the tariffs nor
t he assets, including rate base, will be altered.

Based on the filing, on March 7, 2002, the Conm ssion
i ssued an Order of Notice establishing a Prehearing
Conference, which was held at the Conmm ssion on March 28,
2002. On March 11, 2002, the Office of Consumer Advocate
(OCA) filed its intent to participate in this docket. No

ot her party sought intervention.

1. PRELI M NARY POSI TI ONS OF THE PARTI ES AND STAFF

A. W Il ton Tel ephone Conpany and Hollis Tel ephone

Conpany

The Conpani es believe that the transactions, as outlined
in their notification to the Comm ssion, will have no adverse
i npact on New Hanpshire ratepayers. The Conpanies assert they
have provi ded excellent services to their custonmers at
reasonabl e rates. However, they al so understand that both
Staff and OCA have concerns regardi ng accounting and
managenent issues. The Conpanies believe that TDS is well -
positioned to address those concerns, as well as to continue
to provide excellent services at reasonable rates. The

Conpani es believe that TDS is highly experienced in the
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managenent of simlar small tel ephone providers within and
out si de of New Hanpshire.

The Conpani es believe that the transactions do not
technically need Conm ssion approval since TDS is neither a
public utility nor a public utility holding conpany, as used
in RSA 374:33; therefore, the Conpani es assert that the nerger
and stock transfers do not come within the scope of that
statute. Regardless, the Conpani es believe that the
transaction neets the “no adverse inpact” standards set forth
in RSA 369: 8.

B. TDS

TDS agrees with the prelimnary position of the Conpanies
and reiterates that it will continue to provide excell ent
service to custonmers of the Conpanies. TDS intends on
expandi ng and i nproving the quality of custonmer service and on
sol ving past and current accounting and manageri al probl ens
t hat have existed with the Conpanies. It is the intent of
TDS and the Conpanies to conplete the nmerger transaction the
| ater of April 30, 2002, or the date when the |ast regul atory
approval is obtained.

C. OCA

OCA did not indicate a position regarding the proposed

mer ger of the Conpanies with TDS and sought further
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information fromthe Parties by way of discovery. Regarding
the issue raised by the Conpani es of whether the Comm ssion
has jurisdictional authority to reviewthis matter, the OCA
bel i eves that the New Hanpshire statutory schene clearly gives
the Comm ssion authority to review the nmerger. The OCA
bel i eves the Comm ssion should address the issue for this and
future dockets regardi ng proposed nergers with out-of-state
entities such as TDS.

D. St af f

Staff generally supports the sale of the Conpani es but
Wi shes to ensure that TDS is the appropriate purchaser. The
Staff agrees with OCA that a period of discovery is necessary.
Staff represented that while WIlton and Hollis have had
problens with financial reporting, they have generally had no
problenms with quality of service and wants to ensure that the
sane quality of service will be maintained by TDS.
LT PROCEDURAL SCHEDULE

Fol l owi ng the Prehearing Conference, the Parties and
Staff by letter dated April 1, 2002, recommended the foll ow ng
schedul e to the Comm ssion:

Dat a Requests to the Conpanies 04/ 05/ 02

Techni cal Session/Settlenment Conference 04/ 18/ 02

1: 30 pm
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Settl ement Hearing 04/ 30/ 02 10: 00 am
In the event an equitable settlenment is not reached in
this matter, Staff and the Parties agreed to continuing the

procedural schedul e as foll ows:

Testi nony 04/ 30/ 02
Rebuttal Testinony 05/ 06/ 02
Hearing (if necessary) 05/10/02 1:30 pm

| V. PREHEARI NG DETERM NATI ONS

Regardi ng the issue of jurisdiction, while the Conpanies
make a technical claimof |lack of jurisdiction, they have al so
agreed to proceed and participate in this docket as outlined
above. Thus, it is not necessary at this tinme to address this
issue, and we will reserve judgnment on it.

The Comm ssion also takes official notice of the

foll ow ng dockets:

DT 00-294 W I ton Tel ephone Conpany I nvestigation
DT 00- 295 Hol i s Tel ephone Conpany | nvestigation
DT 01-040 W I ton Tel ephone Conpany Investigation Into

Over ear ni ngs

DT 01-041 Hol lis Tel ephone Conpany I nvestigation Into
Over ear ni ngs
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We have reviewed the Procedural Schedul e as proposed
herein and determ ned that it is reasonable for the conpletion
of this docket, with the exception of a change in date for the
Techni cal Session/ Settlement Conference, from April 18, 2002,
to Friday, April 19, 2002, at 10:00 a.m
Based upon the foregoing, it is hereby

ORDERED, that the procedural schedule as proposed herein

is reasonable and is hereby adopted.



DW 02- 033

-8-
By order of the Public Utilities Conm ssion of New

Hanmpshire this nineteenth day of April, 2002.

Thomas B. Getz Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Ki mberly Nolin Smith
Assi stant Secretary



