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STATE OF MINNESOTA
OFFICE OF ADMINISTRATIVE HEARINGS
FOR THE
PUBLIC UTILITIES COMMISSION
In the Matter of the Petition of CenturyLink MPUC Docket No. P-421/AM-16-496
QC to be Regulated Pursuant to Minn.
Stat. § 237.025; Competitive Market
Regulation
BRIEF OF THE OFFICE OF THE ATTORNEY GENERAL

INTRODUCTION

The Office of the Attorney General—Residential Utilities and Antitrust Division (“OAG”)
respectfully submits its Initial Brief contesting Qwest Corporation d/b/a CenturyLink QC’s
(“CenturyLink” or “the Company”) June 30, 2016 Petition to be regulated pursuant to Minnesota
Statutes section 237.025, the Competitive Market Regulation Statute. In making its ultimate
determination, the Commission should give strong consideration to the recommendations made by
the witnesses from the Minnesota Department of Commerce (“Department”) by applying state
telecommunications goals and resolving doubts as to reasonableness in favor of consumers. If the
Commission ultimately approves CenturyLink’s petition for some or all of the exchanges, then it
should require the Company to provide meaningful notice to its customers (with an opportunity for
the governmental intervenors to review and comment) and it should require the Company to make
regular filings updating the status of competition in its exchanges.

l. PROCEDURAL HISTORY.

On June 30, 2016, CenturyL.ink filed a first-of-its-kind request in Minnesota to deregulate its
basic local phone service in each of its Minnesota exchanges. The Company filed its petition under
a statute that was enacted in 2016 and also included a twelve-page affidavit and supporting

documentation. Both the OAG and the Department filed timely objections to the petition on



August 15, 2016 and also recommended that the Commission find that CenturyLink’s petition was
incomplete.

The Commission met on September 13, 2016 to determine completeness. In its November 2
Order, the Commission found that CenturyLink’s petition was incomplete as to two elements. First,
the Commission found that the Company did not provide documentation regarding its loss of local
voice service customers to unaffiliated service providers, specifically number-porting records.’
Second, the Commission found that CenturyLink’s petition was incomplete because the wireless
coverage maps it relied upon to meet the statutory standard that 60 percent of households in the
exchange area were “not, on their face, sufficient to withstand an initial level of scrutiny for

analyzing whether the company meets the statutory criteria.”

The Commission invited CenturyLink
to supplement its petition and, upon doing so, initiated an expedited proceeding under Minnesota
Statutes section 237.61 and gave parties ten days to object to the use of such a proceeding.

On November 14, 2016, the OAG submitted Comments on the use of an expedited
proceeding. No formal objection was made, but recommendations were presented to ensure that a
robust record was developed with ample opportunity for public participation and comment through
public hearings and effective notice to parties.® The Department filed Reply Comments supporting

the recommendations made by the OAG, emphasizing the importance of customer notice, and

proposing a procedural schedule for the expedited proceeding.* In response to these comments, the

! Commission’s Nov. 2, 2016 Order at 8-9.

21d. at 9-10.

¥See OAG’s Nov. 14, 2016 Comments at 6 (recommending assignment of an ALJ for discovery dispute resolution, the
holding of public hearings, and the provision of adequate customer notice).

* Department’s Nov. 22, 2016 Reply Comments.



Company noted its strong opposition to holding public meetings, its opposition to providing its
customers with notice, and its opposition to the schedule proposed by the Department.”

CenturyLink also supplemented its petition on November 21, 2016 with two additional
affidavits. The Commission met on December 21, 2016 to determine completeness and to set a
procedural schedule for the expedited proceeding. At the meeting, the Commission found that
CenturyLink’s supplement completed its petition and that the objections of the OAG and the
Department still applied. It also established the procedural schedule.

11 THE LEGAL STANDARD.

This section will describe the legal standards and structures established by Minnesota law
and Commission rulemaking with respect to telecommunications providers. The first section will
describe the requirements under the Competitive Market Regulation statute, under which
CenturyLink brings its current petition. Next, a brief summary of important statewide
telecommunications goals that the Commission must consider as it executes it duties. Finally, this
section will provide a summary of the three different levels of regulatory scrutiny—cost of service,
alternative form of regulation, and competitive market regulation—that an incumbent carrier like
CenturyLink can be regulated under at present in Minnesota.

A. The Competitive Market Regulation Statute.

CenturyLink must demonstrate “to the [Clommission’s satisfaction,” that it meets the
competitive criteria found in subdivision 4 of this chapter.’ There are two paths under which a
carrier can choose to pursue a reduced level of regulation. Both paths depart from an identical

threshold question: whether the carrier serves 50 percent of the households in an exchange area or

® CenturyLink’s Dec. 2, 2016 Comments Regarding Procedural Issues at 1.
® Minn. Stat. § 237.025 subd. 5.



not.” If the carrier serves fewer than 50 percent of households in an exchange area, as CenturyLink
asserts in its petition, then it must also demonstrate that at least 60 percent of households in each
exchange area can “choose voice service from at least one additional unaffiliated competitive service
provider.”® If, however, the carrier serves more than 50 percent of households in an exchange area,
then it must make additional showings to demonstrate that it faces adequate competition in its
exchange area or areas. Since CenturyLink has not requested reduced regulation under this second
path, the focus of this section will be on the requirements the Company must meet under the first
test.

The definition of “competitive service provider” under the statute is broad. A competitive
service provider may be a “wireless voice service provider” or “any other provider of local voice
service who owns a substantial proportion of the last-mile or loop facilities delivering service to a
majority of households in an exchange service area, without regard to the technology used to deliver

the service.”®

The definition does not include a provider using satellite technology, a wireless voice
service provider who resells voice services purchased at wholesale, a competitive local exchange
carrier (“CLEC”) who does not own a substantial portion of the last-mile or loop facilities over
which they provide local voice service, an over-the-top voice-over-internet-protocol (“VOIP”)

provider, or a local exchange carrier petitioning to be deregulated or an affiliate of the petitioning

carrier.°

" Minn. Stat. § 237.025 subd. 4.
& Minn. Stat. § 237.025 subd. 4.
° Minn. Stat. § 237.025 subd. 1.
10 Minn. Stat. § 237.025 subd. 1.



A petition filed under this statute must include seven items:

1. A list of exchange service areas in which the local exchange carrier is seeking to be
regulated under this section;

2. The local services offered by the local exchange carrier in each exchange service
area;

3. A list of competitive service providers in each exchange service area;

4. A description of affiliate relationships the petitioning local exchange carrier has with
any provider of local service in each exchange service area;

5. Documentation demonstrating that the local exchange carrier’s loss of local service
customers to unaffiliated competitive service providers in each exchange service area
over, at a minimum, the previous five years;

6. Evidence demonstrating that the local exchange carrier satisfies the competitive
criteria under subdivision 4 in each exchange service area; and

7. Other information requested by the Commission that is relevant to the applicable
competitive criteria under subdivision 4.

In addition, the statute provides guidelines for lodging objections from parties (45 days), which
triggers the review and comment process currently underway at the Commission.*? If the petition is
approved, the petitioning, incumbent carrier would be subject to requirements that CLECs are
required to meet under state law.™® If its petition is approved, the Company would still be required
to provide “basic local service” as defined in subdivision 8 of the statute. There was some

uncertainty as to this requirement, since the requirement to “continue to offer basic local service, as

1 Minn. Stat. § 327.025 subd. 2.
12 Minn. Stat. § 237.025 subd. 3.
13 Minn. Stat. § 237.025 subd. 6.



defined in subdivision 8” is an element that only appears under the requirements listed under the
second path, subdivision 4(2), described above, but the Company and the Commission have since
confirmed that the requirement to provide basic local service exists regardless of the subsection 4
pathway chosen by the petitioning carrier.** Finally, the statute gives the Commission authority to
“open a proceeding to examine whether the competitive criteria in subdivision 4 continue to be met
in an exchange service area” that had been previously approved for deregulation “upon petition or on
115

its own motion.

B. Telecommunications Goals under Minnesota Law.

In considering a petition to be deregulated under this statute, the Commission must consider
several foundational, statewide goals that the Legislature has identified as the Commission executes
its regulatory duties.’® There are several statewide goals that are especially relevant to this
proceeding:

e Supporting universal service;

e Maintaining just and reasonable rates;

e Maintaining or improving quality of service; and

e Ensuring consumer protections are maintained in the transition to a
competitive market for local telecommunications service.*’

C. Cost-of-Service, Alternative Form of Regulation (“AFOR”), and Competitive
Local Exchange Carrier Regulation in Minnesota.

There are three different levels of regulation under which an incumbent telephone company

may be regulated in Minnesota today. These regulatory schemes are, in order from highest level of

4 Commission’s Nov. 2, 2016 Order Requiring Further Filings and Initiating Expedited Proceeding at 11.
'> Minn. Stat. § 237.025 subd. 11.

' Minn. Stat. § 237.011.

" Minn. Stat. § 237.011.



regulatory scrutiny to lowest: cost-of-service, alternative form of regulation (“AFOR”), and the
competitive market regulation, or deregulation. This section will focus on the two more modern
forms of regulation, AFOR and competitive market regulation.

An AFOR is “intended to capture the benefits of emerging competition among local
exchange companies.”*® The AFOR framework replaced cost of service regulation for incumbent
telephone companies following the federal Telecommunications Act of 1996. The statutory purpose
of an AFOR is three-fold: to provide a telephone’s customers with a level of service quality
consistent with the Commission’s rules at affordable rates, to facilitate development of
telecommunications alternatives, and to provide a regulatory environment with greater flexibility,
where appropriate.*® Specifically, under an AFOR plan, a company must have an approved service
quality plan and it must make a commitment to invest in infrastructure during the life of the plan—a
company with an approved AFOR plan must report on its progress under both elements in an annual

report filed with the Commission.?°

A company with an AFOR must also specify the different
classifications of its regulated or unregulated services including procedures for how rates under each
classification are changed.?* While the process to approve a company’s AFOR is not as rigorous as
the traditional cost-of-service ratemaking process, it is nevertheless a process that generates a

significant amount of interest from a wide variety of parties and the ultimate plan establishes a

number of important service quality and investment-related expectations the company must meet.

18 In the Matter of a Petition by Qwest Corporation for Approval of its Second Revised Alternative Form of Retail
Regulation (AFOR) Plan, MPUC Docket No. P-421/AR-09-790, Order Approving Qwest’s Alternative Regulation Plan
as Modified at 2 (Dec. 23, 2009).

¥ Minn. Stat. § 237.76.

% 1n the Matter of a Petition by Qwest Corporation for Approval of its Second Revised Alternative Form of Retail
Regulation (AFOR) Plan, MPUC Docket No. P-421/AR-09-790, Order Approving Qwest’s Alternative Regulation Plan
?15 Modified at 2 (Dec. 23, 2009).

Id.



CenturyLink’s most recent AFOR plan expired on December 31, 2016, while the current
docket was in process. The Company did not seek approval of a new plan and so it is currently
subject to rate-of-return regulation unless it proposes a new AFOR plan or its petition in this docket
is approved. If the Company’s petition is approved, then it would be treated by the Commission as if
it were a competitive local exchange carrier, or CLEC. Under the Commission’s rules governing
CLECs, the Commission may exercise its regulatory authority over local services offered “only upon
complaint . . . and will not require prior approval of a CLEC’s tariffs or service offerings.”%
With this legal background established, the next section will provide analysis of

CenturyLink’s petition under the Competitive Market Regulation statute.

1. CENTURYLINK’S PETITION FOR COMPETITIVE MARKET STATUS.

CenturyLink must demonstrate to the Commission’s satisfaction that it meets the two
standards established in Minnesota Statutes section 237.025, subd. 4(1): that it serves fewer than
50 percent of households in each exchange service area and that at least 60 percent of households in
each exchange service area can choose voice service from an unaffiliated provider, as defined by the
statute. Both CenturyLink and the Department submitted evidence in the record on these two
questions, which are the only two inquiries that the Commission is allowed to consider under the
statute.

A. The Commission Must First Determine Whether CenturyLink Serves Fewer
than 50 Percent of Households in Each Exchange Service Area.

1. CenturyLink’s initial and supplemental petition.

CenturyLink’s initial petition relied upon the supporting affidavit of Mr. Robert Brigham, the
Director of Regulatory Operations at CenturyLink. Mr. Brigham presented data that was purported

to represent the percentage of households that subscribe to CenturyLink’s voice service in each of

22 Minn. R. § 7812.2210.



the 154 wire centers in the state.”® In particular, Mr. Brigham calculated this percentage by dividing
the primary residential voice lines by the number of housing units located in the wire center, which
were based on U.S. Census Bureau data.** CenturyLink did not consider small business customers
due to what it argued were census data limitations, but instead noted that including small business
customers with residential customers in the numerator while keeping the denominator of housing
units constant would provide regulators with a “ceiling” to consider.?

In its November 18, 2016 supplemental petition, CenturyLink filed an affidavit from
Mr. Al Lubeck, who is the Public Policy Director at the Company. In addition to providing a similar
analysis of wire centers and Census Bureau data as Mr. Brigham, Mr. Lubeck identified four wire
centers where it appeared to show that the percentage of households served by the Company was
greater than 50 percent.?® Mr. Lubeck argued that due to the seasonal nature of some housing units
in these wire centers, “the household share calculated for CenturyLink [] is distorted, since there are
voice lines active in dwellings that are defined as housing units, but not households.”%" As a result,
Mr. Lubeck proposed a correction for this “mismatch” which resulted in a much lower percentage of
households with CenturyLink voice service in those areas.?

2. The Department’s direct affidavits.

The Department provided the affidavit of Ms. Joy Gullikson in response to the Company’s

evidence provided under this test. Ms. Gullikson identified seven concerns with CenturyLink’s

2 Aff. of Robert Brigham at 3.

*1d. at 4.

®1d. at 4.

% Aff. of Al Lubeck at 5 (noting that the Cook, Grand Marais, Island Lake, and Tofte wire centers appeared to show a
higher-than-50-percent penetration of CenturyLink’s voice services amongst households).

?1d. at 6.

%1d.at7.



supporting information in the record, three of which relate to this prong of the test and are as
follows:

1. CenturyLink’s witnesses were inconsistent in the assignment of census blocks to
exchanges, resulting in inconsistencies in the number of households assigned to each
wire center;

2. CenturyLink uses an acceptable definition of household, as the term “household” was
undefined in Minn. Stat. 8 237.025 however, for a few wire centers[,] CenturyLink
employs a different definition so that it can satisfy the requirement to serve fewer than
fifty percent of households in each exchange; [and]

3. CenturyLink undercounted the access lines in each wire center by failing to count
UNE-P lines, resale lines, and households choosing to purchase business lines only[.]*

Ms. Gullikson’s analysis of the number of CenturyLink voice customers in wire centers found
that, with the addition of certain lines that CenturyLink excluded, ten wire centers do not meet the
50 percent market share standard.*® In addition, the Department expressed its concern regarding
CenturyLink’s “correction” of data in the wire centers of Cook, Tofte, and Grand Marais, which
were “proffered [with] no reasonable explanation.”*

3. CenturyLink’s response.

The Company disagreed with all three of the Department’s concerns regarding its 50 percent

analysis.®* In particular, the Mr. Lubeck argued that the Company employed “conservative

2 Aff. of Joy Gullikson at 8.

%01d. at 28 (identifying those wire centers as: Cook, Tofte, Grand Marais, Swanville, Biwabik, Silver Bay, Finland, Pine
City, Coleraine, and Comstock).

*L1d. at 28-29.

%2 2d Aff. of Al Lubeck at 2.

10



assumptions that result in a fair view of the market in each wire center.”*® Specifically, the
Company used all residential primary access lines in the numerator of the market share analysis,
“regardless of whether the primary line served as a full-time residence or a second or part-year
dwelling.”** According to Mr. Lubeck, this results in a conservative calculation that overstates the
Company’s actual market share.*®

B. CenturyLink Must Also Demonstrate that at Least 60 Percent of Households in

the Exchange Service Areas Can Choose Voice Service from at Least One
Additional Unaffiliated Competitive Service Provider.

1. CenturyLink’s initial and supplemental petition.

In his affidavit, Mr. Brigham describes the logical steps the Company relies upon to argue
that households in each of CenturyLink’s exchange service areas meet the 60 percent choice
threshold. In essence, because Mr. Brigham argues that “in no wire center does CenturyLink []
provide voice service to 38% of households,” it must be that “at least 62% of households in every
wire center either have voice service from another provider, or do not have voice service at all.”*®
Mr. Brigham also argued that even if only wireless service providers are considered, the Company
meets the requirement of the statute, citing wireless coverage maps from major wireless carriers as
evidence.®” Mr. Brigham also points to the presence of cable companies in each wire center,
according to third party data regarding estimates of voice presence of cable telephony services.*

After the Commission found that CenturyLink’s initial supporting material for its contention

that wireless coverage maps demonstrated it met this test, the Company filed technical information

in its supplement, which was submitted by Mr. Adam Nelson. Mr. Nelson provided an engineering

¥1d. at 5.

¥1d.

*1d.

% Aff. of Robert Brigham at 6.
¥1d.at 7, fn. 8.

®1d. at 8.

11



assessment in an exhibit to his affidavit. His assessment included radio frequency propagation
studies of 32 wire centers “to determine where voice coverage should exist, both outdoors and in
residential structures.”® These studies determined that cellular coverage from AT&T and Verizon is
predicted to cover at least 60 percent of the total households in 25 of the 32 wire centers when
considering indoor reception and in 30 of the 32 wire centers when considering outdoor reception.*

2. The Department’s direct affidavits.

The Department sponsored affidavits on this issue from Ms. Gullikson and from
Mr. Wes Legursky, who conducted a technical analysis on the 60 percent question. Ms. Gullikson
identified four specific concerns (of her seven total) regarding this question:
1. CenturyLink made inappropriate assumptions regarding the availability of broadband
causing the over counting of broadband availability;
2. CenturyLink made the mistaken assumption that the availability of broadband equates to the
availability of voice service;
3. CenturyLink failed to explain how CAF Il funding affects the reported number of
competitive service providers; and
4. CenturyLink’s wireless study shows that the wireless service in some exchanges is
inadequate to support its Petition.*
Following her analysis of these concerns, Ms. Gullikson identified 20 wire centers that do not
meet the 60 percent standard with regard to wireline competitive service providers.* In addition,

pointing to the Company’s analysis of wireless capability in 32 exchanges, the Department identified

% Aff. of Adam Nelson at Exhibit 2, p. 3.

“1d. at 23.

1 Aff. of Joy Gullikson at 9 (internal footnote omitted).

*2 These wire centers are Cook, Swanville, Island Lake, Biwabik, Pike Lake, Pine City, Comstock, Carlton, Mora,
Ogilvie, Isanti, Rush City, Nashwauk, Foley, Roaylton, Cambridge, Buhl, Keewatin, Marble, and Staples, with marginal
wire centers in Colerain, Holdingford, and Sabin. Id. at 29.

12



8 exchanges that did not meet the 60 percent standard or that were marginal.”® Ms. Gullikson also
recommended that, for “wire centers that have questionable results, the Commission may wish to
bring the public interest to bear” and consider that in these areas, cable and “especially wireless
service, may not be a perfect substitute for CenturyLink telephone service.”* According to the
Department, there are 13 exchanges that fail to meet the 50 percent and the 60 percent standards.*®

The Department also sponsored an affidavit from Mr. Legursky, who provided technical
analysis of the radio frequency propagation study conducted by the Company’s affiant, Mr. Nelson.
Mr. Legursky criticized the model run by Mr. Nelson, which utilizes a random distribution of points
as a step in determining wireless coverage. Mr. Legursky provided two examples that demonstrate
the inherent variability in such a study.*® He noted that it was clear that “the selection of the random
points is a key factor in determining the results.”*" He concluded from this analysis that radio
frequency propagation modeling is “very complex” and that the models are frequently used by
cellular carriers to make investment decisions, with the built-in assumption that the resulting service
“are unlikely to provide the same landline based service quality or reliability to all the users in an

148

area.

3. CenturyLink’s response.

In response, the Company’s affiant Mr. Nelson responded that he disagreed with the
conclusions of Mr. Legursky.*® Mr. Nelson stated that he believed that his analysis should be

considered a conservative estimate of coverage, rather than the upper bound suggested by the

*1d. at 30.

“1d. at 31.

*® Those exchanges are: Cook, Tofte, Grand Marais, Swanville, Biwabik, Carlton, Isanti, Rush City, Nashwauk, Marble,
Sabin, Staples, and Holdingford. Id. at 30.

“6 Aff. of Wes Legursky at 5-6.

“1d. at 6.

“1d. at 7.

% 2d Aff. of Adam Nelson at 1.
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Department’s affiant.®® Mr. Lubeck also submitted a second affidavit to respond to the
Department’s affiants, specifically to the concerns raised in Ms. Gullikson’s affidavit. Mr. Lubeck
found the concerns to be misplaced and, in addition to an exchange-by-exchange analysis of the
exchanges that were identified as not meeting the statutory criteria, urged the Commission to
approve the Company’s petition.

C. There are 15 Service Exchange Areas Where CenturyLink Fails to Meet the
Necessary Statutory Standard.

Under the Competitive Market Regulation analysis required in subdivision 4(1), all
exchanges for which approval is sought must first pass the threshold 50 percent standard. The
Department’s analysis suggests that nine exchanges, comprised of ten wire centers, do not meet this
criterion.® These exchanges are summarized in Table 1, below. The next step in the analysis is the
60 percent threshold of customer choice. To prevail, the Company must demonstrate that, in
addition to meeting the 50 percent threshold, its exchanges meet the 60 percent test in subdivision
4(1). CenturyLink provided evidence in this record to support this step for both eligible wireline and
wireless competitors. To fail under this step, then, the Commission would have to find that the
Company fails to reasonably demonstrate that its exchanges meet the statutory standard in its
wireline and wireless analyses. According to the Department’s analysis, and assuming that the
Commission finds that marginal wire centers do not reasonably meet the statutory requirements,
there are six additional exchanges where the Company has not reasonably demonstrated that at least
60 percent of households in its exchanges have the choice of either wireline or wireless

competitors.®* Table 1 summarizes these exchanges and indicates where an exchange fails both

50
Id. at 2.
> Aff. of Joy Gullikson at 28. The Finland wire center is part of the Silver Bay exchange and the Silver Bay wire center
also fails the 50 percent criterion. Id.
*2 These exchanges are: Staples, Holdingford, Isanti, Marble, Nashwauk, and Sabin.

14



wireline and wireless tests or where an exchange fails one technology and only marginally passes the

other, which is indicated by “Marginal Fail” in the table.

Table 1. CenturyLink exchanges that do not pass the statutory standard.
Exchange Ij:?'liltsefi(())? Fqils §0°/c5)4 Fa_ils 600/5_35 Fail under
(DOC)® (wireline) (wireless) 237.0257?
Colerain X Marginal Fail
Comstock X X Fail
Cook X X X Fail
Grand Marais X Fail
Pine City X X Fail
Silver Bay X Fail
Swanville X X Fail
Tofte X Fail
Biwabik X X X Fail
Staples X X Fail
Holdingford Marginal X Marginal Fail
Isanti X Marginal Marginal Fail
Marble X Marginal Marginal Fail
Nashwauk X Marginal Marginal Fail
Sabin Marginal X Marginal Fail

Table 1 summarizes the recommendations made by the Department in this docket. The
Commission should adopt the approach recommended below in this case to find that CenturyLink’s
petition under subdivision 4(1) of Minnesota Statutes section 237.025 fails for the 15 exchanges
noted above.

ANALYSIS

CenturyLink filed its petition on June 30, 2016, approximately six weeks after the

Competitive Market Regulation statute became law. It seeks Commission approval under

>3 |d. at 28. The Department used the Company’s count of service to residences and added UNE-P and resale lines.
> 1d. at 29.
*1d. at 29-30.
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subdivision 4(1) of the statute. This provision requires no inquiry into the economic basis for
competition in exchange areas and requires only that the petitioning company meet the two objective
requirements discussed above. Although the Commission may not consider the public interest or
other economic tests when making its final determination under this subsection, the Company
maintains the burden to demonstrate that it meets the two standards and it must do so to the
Commission’s satisfaction. Given the significant change to the regulatory framework under which
CenturyLink and its predecessors have operated under for decades, the Commission must ensure that
the record evidence provided by CenturyLink is sufficient to justify this change. The next section
will describe this concept in further detail.

IV.  THE DEPARTMENT HAS IDENTIFIED SIGNIFICANT CONCERNS REGARDING THE COMPANY’S

METHODOLOGY AND RESULTS AND THE COMMISSION SHOULD RESOLVE DOUBTS AS TO
REASONABLENESS IN FAVOR OF CONSUMERS.

The Department’s analysis indicated that its experts had significant concerns regarding the
methodology utilized by the Company to demonstrate that it met the statutory criteria. It further
appears that at least some of the disagreements stem from differences in expert opinion. For
example, the two RF experts, Mr. Nelson for the Company and Mr. Legursky for the Department,
reached differing conclusions on the results of the Company’s study of wireless service coverage. If
the Commission finds that it has doubts as to the reasonableness of analysis conducted by the
Company or if it finds that both the Company and the Department’s witnesses have reached
reasonable conclusions from their respective analyses, then the Commission should resolve these
questions of reasonableness in favor of the consumer.

The statute provides no bright line rule when it comes to the standard that should be applied

under this statute; under Minnesota Statutes section 237.025, the Commission must approve a

16



petition for deregulation if the criteria are met “to the [Clommission’s satisfaction.”*® There are at
least two sources in Minnesota law that the Commission should use as guidance when considering
CenturyLink’s petition. The first source are the telecommunications goals enumerated in Minnesota
Statutes section 237.011. These goals should inform every decision made by the Commission in this
area of law and the application of many of the goals in this case would strike against granting the
Company’s petition, especially for those areas at the margin of meeting either or both competitive
market criteria.

The second source is the requirement that the Commission resolve doubts as to
reasonableness in favor of consumers in gas and electricity ratemaking.> Although not directly
applicable, this concept retains resonance in this docket because of its underlying rationale, which
fundamentally relates to the burden of proof in utility rate cases and in the Competitive Market
Regulation analysis here. Companies hold the information advantage in almost all matters in front
of the Commission. Intervening parties must undertake a laborious process during a case to extract
relevant information for their analysis and ultimate recommendations. The public interest thus
favors Commission resolution of questions of reasonableness in favor of consumers.

The information imbalance is perhaps more skewed in this case, as the Company has now
had three chances to supplement its record (its initial and supplemental petitions and rebuttal
affidavits) while governmental intervenors (the Department, in this case) have had only one
opportunity to submit its expert witnesses’ conclusions. Nevertheless, the Department’s witnesses
have raised reasonable concerns regarding the record provided by the Company. In some cases,

these concerns indicate that at least some service exchange areas do not meet the criteria established

% Minn. Stat. § 237.025 subd. 4.
" Minn. Stat. § 216B.03.
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in subdivision 4(1). In light of the state’s telecommunications goals and the Commission’s
requirement to resolve doubts as to reasonableness in favor of consumers in other instances, the
Commission should give strong consideration to the arguments set forth by the Department’s
witnesses in this case and reject CenturyLink’s petition for the exchange service areas described in
Table 1 above.

V. IF APPROVED, COMPANY SHOULD BE REQUIRED TO PROVIDE ADEQUATE NOTICE TO ITS

CUSTOMERS AND REPORT ANNUALLY TO THE COMMISSION ON WHETHER IT MEETS
SUBDIVISION 4 REQUIREMENTS

If the Commission finds that CenturyLink has demonstrated that it meets the statutory criteria to
its satisfaction, at least as to some of the exchanges, then it should require that the Company make
several commitments that will ensure that the public is informed of the change (and its implications)
and that the Commission and other parties can monitor the competitive landscape in each of its
service exchange areas. First, the Company should provide notice to all of its affected customers,
informing them of the change in regulatory structure and the implications of the change now and into
the future. Second, the Commission should order the Company to annually submit information in
this or a separate docket regarding the subdivision 4 status of all exchange service areas that will
have been deregulated in this docket.

A. The Commission Should Require the Company to Provide Adequate Notice to

its Customers with a Meaningful Opportunity for Governmental Intervenors to
Review the Notice Before it is Issued.

Effective notice has been an issue in this docket throughout the proceeding. First, early in the
proceeding, the Department asked CenturyLink if it planned to provide notice to its customers of the

impending change and, if so, whether it would provide notice to other parties for review prior to its
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distribution.”® CenturyLink first objected to the question and then asserted that it was not required
by law to provide notice to its customers regarding its petition.”® In November 2016, the OAG
recommended that the Commission take steps to ensure that public engagement be promoted by
holding informational public meetings and by providing customers with notice.®® Those Comments
stated the following:

The Commission should also require the Company to provide notice

to all affected customers of its proposed change to the regulatory

structure in the state along with information about ways that its

affected customers can both submit comments and attend public

hearings. It is important that the Company be required to notify its

customers of the potential for significant change in regulatory

oversight that could result from approval of its petition. In addition,

other parties should have the opportunity to review, and the

Commission should approve or deny, the notice before it is delivered

to customers.®!

In response, the Company opposed providing its customers with notice and “strongly oppos[ed]”
holding informational public meetings.®? The Company further rejected the rationale for requiring it
to provide customer notice described in the above block quote, claiming that informing its customers
would be too confusing.®® The Commission required the Company to provide notice to its customers
in its January 27, 2017 Order, but unfortunately did not allow other parties—the only parties to

advocate for customer notice—to review the notice prior to its distribution to customers.®* As a

result, as noted in the Department’s February 6, 2017 Letter in this docket, the Company and the

% See OAG’s Aug. 18, 2016 Comments at Schedule JAD-07 (CenturyLink’s Response to DOC IR No. 25)
(“CenturyLink objects to this request as not reasonably calculated to lead to the discovery of admissible evidence.
Minnesota Statute s 237.025, Subd. 2 sets forth the service requirements with this petition. CenturyLink does not believe
Egat service on all affected retail customers is required by statute.”).

Id.
% OAG’s Nov. 14, 2016 Comments at 5.
%1 |d. (emphasis added).
%2 CenturyLink’s Dec. 2, 2016 Comments at 1.
4. at 8.
® Commission’s Jan. 27, 2017 Order at 4.
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Commission met in early January, approximately three weeks prior to its Order, and decided upon
the form and content of the notice without other parties’ input.®

The resulting final notice (which was later published by the Commission on February 8) was
included under the “What’s New On Your Bill” section in tiny font.®® The notice was brief and
nondescript. It made no mention of the expiration of CenturyLink’s AFOR, which had just expired
at the end of 2016, along with the negotiated consumer protections and commitments to invest in its
infrastructure. It was silent as to the obligations to report its service quality and on its progress in
making infrastructure investments. And, finally, it arguably misrepresented the impact on rates by
implying that its monthly rates could only increase by $2 until 2023 and thereafter by $2. In reality,
under the statute, CenturyLink could increase its monthly basic local service rates beginning in 2018
by $2 every 12 months until the end of 2022 (up to a $25 per month ceiling).®” Beginning in 2023,
the Company would be freed of this $25 ceiling and would be able to increase its basic local service
rates at $2 per month at an interval of every 12 months, in perpetuity, unless the Commission
determines upon investigation that the rate will result in “substantial consumer harm.”® The
freedom to institute effectively annual rate hikes represents a profound change in ratemaking in the
state, but it would be impossible for customers to know this based on the notice that customers
received in their bills recently.

Given this context, it is vital for any subsequent Commission action to fully address both the
existence and the adequacy of the Company’s notice and outreach efforts. At a minimum, the
Commission should order the Company to provide adequate notice to its customers with explicit

language requiring the Company and the Commission to include the other governmental intervenors

% Department’s Feb. 6, 2017 Letter at 1-2.

% See Commission’s Feb. 8, 2017 Approval of Customer Notice.
¢ Minn. Stat. s 237.025 subd. 8(b)(2).

% Minn. Stat. s 237.025 subd. 8(b)(3).
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in the review process. The Commission should require the Company to file its proposed notice in
this docket no later than 10 days after the Order is published and solicit comments from parties prior
to approval of the notice at an agenda meeting. The Commission should also order the Company to
develop an outreach plan in order to provide additional clarifying information to its customers that a
plain printed notice cannot provide. Such an outreach plan could include an interactive webpage, a
social media campaign, or traditional print and/or television advertising. The following is an
example of notice that would address many of the shortcomings in CenturyLink’s prior customer
notice:

On May XX, the Minnesota Public Utilities Commission
(“Commission”) approved a request by CenturyLink to be
deregulated. This notice will provide answers to common questions
from customers.

What does deregulation mean?

Deregulation means that the Commission will no longer have
authority to regulate the rates for basic local service charged by the
CenturyLink.  CenturyLink has provided information to the
Commission that it serves fewer than 50 percent of households in
each deregulated exchange service area and that at least 60 percent of
those households have the choice to receive voice service from a
competitor, under the law. The rationale behind deregulation is that
the competitive marketplace, not traditional state regulators, should
regulate the rates and service quality of telephonic service.

Under what type of regulation was CenturyLink previously
subject to?

Prior to this approval, CenturyLink had been regulated under what is
known as an alternative form of regulation, or AFOR. Under its
AFOR, CenturyLink was required to either keep its basic local
service rates steady or demonstrate that it was providing adequate
levels of service quality to its customers. In addition, under the
AFOR, the Company was required to make a commitment to invest in
infrastructure and to file progress reports.

What does deregulation mean for CenturyLink?

Under deregulation, the Company will not be required to report
progress on its infrastructure investments or its service quality results
to the Commission. In addition, the Company will have more
flexibility to increase the rates charged to customers for basic local
service.

What does deregulation mean for me?
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Starting in 2018, CenturyLink can hike its rates for basic local
telephone service by $2 per month each year, up to a total monthly
fee of $25. After 2023, the Company would be able to hike its
monthly rates by $2 each year, every year, unless a Commission
investigation finds that the rate will result in harm to customers.
Who can | contact with concerns about my bill?

You can contact the Commission’s Consumer Affairs Office at the
following:

Minnesota Public Utilities Commission
Consumer Affairs Office
121 7th Place East, Ste. 350
Saint Paul, MN 55101-2147
(651) 296-0406 1-(800) 657-3782
consumer.puc@state.mn.us

Or you may contact the Office of the Minnesota Attorney General at
the following:

The Office of the Minnesota Attorney General Lori Swanson
445 Minnesota Street, Ste. 1400
Saint Paul, MN 55101
(651) 296-3353 1-(800) 657-3787
It is important for these government agencies to hear from customers
who have concerns regarding the quality of service, bill increases, or
a lack of competition in their area.

Notice in this form is informative and can help consumers better understand the significance
of the Commission’s action in this docket. In addition to a notice requirement, the Commission
should also require CenturyLink to provide regular updates regarding competition in the service
exchange areas that were eligible for Competitive Market status in this docket.

B. The Commission Should Require CenturyLink to Provide Information in the

Future to Ensure that the Competitive Criteria in Subdivision 4 Continue to be
Met.

Subdivision 11 of the Competitive Market Regulation statute allows the Commission to
“open a proceeding to examine whether the competitive criteria in subdivision 4 continue to be met
in an exchange service area” that has been deregulated. If the Commission determines that the

criteria are no longer met, it “shall determine the appropriate level of regulation for that provider in
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that exchange service area.”® Given the uncertainty roiling the telecommunications sector at the
moment, it is important that the Commission receive up-to-date information on a regular basis to
ensure that CenturyLink is being appropriately regulated. The Commission has the authority to open
a proceeding upon its own motion (or upon petition), but a requirement that CenturyLink file

supportive data on a regular basis would promote administrative efficiency.

CONCLUSION

In 1913, AT&T was granted a monopoly in its telecommunications service by the
government in return for offering reasonably-priced and universal service everywhere within its
service territories.” To state the obvious, the world has changed over the intervening century, but
the need for common sense regulation of incumbent telecommunications providers remains and the
justification for such regulation remains little changed. Without real competition—based in sound
economic theory—to effectively regulate an incumbent telephone company, some level of regulation
is needed to ensure that Minnesotans receive their phone service at just and reasonable rates at a high
quality of service. These concepts are foundational to the state’s telecommunications goals and the
Commission’s duty under the law.™

This proceeding is the second attempt by the Company to rid itself of meaningful regulatory
oversight by the Commission in as many years. In 2014, CenturyLink filed a petition requesting
elimination of all service quality rules because it claimed the longstanding rules *“are burdensome

and unnecessary in light of effective competition in the local telecommunications market.”’? The

% Minn. Stat. § 237.025 subd. 11.

" Annabel Z. Dodd, The Essential Guide to Telecommunications 118 (2012) (5th ed.).

"' See Minn. Stat. § 237.011.

"2 1n the Matter of the CenturyLink, Inc. Petition for Rulemaking to Revise Service Quality Rules, MPUC Docket Nos. P-
999/R-14-413, P-421/AM-14-256, Order Closing Rulemaking Proceeding and Initiating a Stakeholder Workgroup
Process at 1 (May 2, 2016).
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Commission rightfully denied this request, stating that the Company’s argument that all
communications services occupy the same market as its wireline telephone service “is not based on
sound economic theory” and was, in fact, “counter to established economic principles” on market
competition.™

In 2016, only weeks after the Commission’s Order in the service quality rulemaking docket
was published, CenturyLink tried again, this time utilizing newly-enacted legislation in the
Competitive Market Regulation statute. CenturyLink’s petition under the Competitive Market
Regulation statute caps a concerted, years-long resistance to Commission regulation of basic local
voice service and could mark the end of a regulatory framework that has withstood a century of
technological changes to maintain important consumer protections.

The economic rationale for deregulation is no more sound than it was in 2016, when the
Commission declined to adopt CenturyLink’s request to eliminate its service quality rules because of
the competition it faced in this sector. Here, the Commission is being asked to approve deregulation
without regard for these important economic concepts. Though the breadth of its review may be
more limited here, the Commission is not without useful analytic tools. In particular, it should heed
the state’s telecommunications goals, which include maintaining just and reasonable rates and
maintaining or improving quality of service, and it should seek to resolve doubts as to
reasonableness in favor of consumers. Following this approach, the Commission should reject
CenturyLink’s petition for the 15 exchanges that fail to reasonably meet the statutory requirements
based on the record to be considered in this docket. If the Commission does approve CenturyLink’s

petition for some or all of its exchanges, then it should also require the Company to provide adequate

1d. at 14.
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notice (with an opportunity for intervenor review) and to file updates to the competitive status in all

of its exchanges on a regular basis.

Dated: March 9, 2017

Respectfully submitted,
LORI SWANSON
Attorney General

State of Minnesota

s/ Joseph A. Dammel

JOSEPH A. DAMMEL
Assistant Attorney General
Atty. Reg. No. 0395327

445 Minnesota Street, Suite 1400
St. Paul, Minnesota 55101-2131
(651) 757-1061 (Voice)

(651) 296-9663 (Fax)
joseph.dammel@ag.state.mn.us

ATTORNEYS FOR OFFICE OF THE
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STATE OF MINNESOTA
OFFICE OF ADMINISTRATIVE HEARINGS
FOR THE
PUBLIC UTILITIES COMMISSION

In the Matter of the Petition of CenturyLink PUC Docket No. P-421/AM 16-496
QC to be Regulated Pursuant to Minn.

Stat. § 237.025; Competitive Market

Regulation

PROPOSED FINDINGS OF FACT AND CONCLUSIONS OF LAW
OF THE OFFICE OF THE ATTORNEY GENERAL

Pursuant to the Minnesota Public Utilities Commission’s (“Commission”) January 27,
2017 Order, the Office of the Attorney General—Residential Utilities and Antitrust Division
(“OAG”) hereby files its Proposed Findings of Fact and Conclusions of Law regarding the
petition of Qwest Corporation d/b/a CenturyLink QC (“CenturyLink” or “the Company”) under
the Competitive Market Regulation statute. Due to the nature and scope of the OAG’s
involvement in the technical issues in this docket, these Proposed Findings will focus on the
procedural, legal, and policy-based findings that the Commission should make in this
proceeding.

FINDINGS OF FACT
l. PROCEDURAL BACKGROUND

1. On June 30, 2016, CenturyLink filed a petition to deregulate its basic local phone
service in each of its 109 Minnesota exchanges. The Company filed its petition
under the Competitive Market Regulation statute that was enacted in 2016. In
addition to the petition, CenturyLink also included a twelve-page affidavit and
supporting documentation.

2. Both the OAG and the Minnesota Department of Commerce (“Department”) filed
timely objections to the petition on August 15, 2016 and also recommended that the
Commission find that CenturyLink’s petition was incomplete.

3. The Commission met on September 13, 2016 to determine completeness. In its
November 2 Order following the meeting, the Commission found that
CenturyLink’s petition was incomplete as to two elements—documentation
regarding the loss of local voice customers using number porting data and its
reliance on wireless coverage maps.



10.

In its November 2, 2016 Order, the Commission invited CenturyLink to supplement
its petition and, upon doing so, initiated an expedited proceeding under Minnesota
Statutes section 237.61 and gave parties ten days to object to the use of such a
proceeding.

On November 14, 2016, the OAG submitted Comments on the use of an expedited
proceeding. No formal objection was made, but recommendations were presented
to ensure that a robust record was developed with ample opportunity for public
participation and comment through public hearings and effective notice to parties.*
On November 21, 2016, CenturyLink supplemented its petition with two additional
affidavits in response to the Commission’s November 2, 2016 Order.

On November 22, 2016, the Department filed Reply Comments supporting the
recommendations made by the OAG, emphasizing the importance of customer
notice, and proposing a procedural schedule for the expedited proceeding.?

The Commission met on December 21, 2016 to determine completeness and to set a
procedural schedule for the expedited proceeding. At the meeting, the Commission
found that CenturyLink’s supplement completed its petition and that the objections
of the OAG and the Department still applied. It also established the procedural
schedule.

CenturyLink’s alternative form of regulation (“AFOR”) plan expired on December
31, 2016.

The parties to this proceeding included the OAG, the Company, and the
Department. The Department of Defense and all other Federal Executive Agencies
filed a motion to intervene on January 5, 2017, which CenturyLink opposed. This
party withdrew its motion on January 19, 2017.

. THE LEGAL STANDARD

A

11.

12.

13.

14.

The Competitive Market Regulation Statute.

CenturyLink must demonstrate “to the [Clommission’s satisfaction,” that it meets
the competitive criteria found in subdivision 4 of this chapter.’

There are two criteria found in subdivision 4(1) that the Company must demonstrate
that it meets.

The first criterion is that the carrier must serve fewer than 50 percent of households
in an exchange area.”

The second criterion is that the carrier must also demonstrate that at least 60 percent
of households in each exchange area can “choose voice service from at least one
additional unaffiliated competitive service provider.”5

! See OAG’s Nov. 14, 2016 Comments at 6 (recommending assignment of an ALJ for discovery dispute resolution,
the holding of public hearings, and the provision of adequate customer notice).

2 Department’s Nov. 22, 2016 Reply Comments.

¥ Minn. Stat. § 237.025 subd. 5.

* Minn. Stat. § 237.025 subd. 4(1). Subdivision 4(2) covers a carrier that serves greater than 50 percent of
households in an exchange area and requires additional demonstration from the carrier that it is subject to
competition in those exchanges, but CenturyLink’s request is specific to subdivision 4(1) criteria only.

> Minn. Stat. § 237..025 subd. 4(1).



15. A competitive service provider is defined as either a wireless voice provider or “any
other provider of local voice service who owns a substantial proportion of the last-
mile or loop facilities delivering service to a majority of households in an exchange
area, without regard to the technology used to deliver the service.”®

16. The definition of competitive service provider does not include a provider using
satellite technology, a wireless voice service provider who resells voice services
purchased at wholesale, a competitive local exchange carrier (“CLEC”) who does
not own a substantial portion of the last-mile or loop facilities over which they
provide local voice service, an over-the-top voice-over-internet-protocol (“VOIP”)
provider, or a local exchange carrier petitioning to be deregulated or an affiliate of
the petitioning carrier.’

17. A petition filed under this statute must include seven items:

1.

A list of exchange service areas in which the local
exchange carrier is seeking to be regulated under
this section;

The local services offered by the local exchange
carrier in each exchange service area;

A list of competitive service providers in each
exchange service area;

A description of affiliate relationships the
petitioning local exchange carrier has with any
provider of local service in each exchange service
area;

Documentation demonstrating that the local
exchange carrier’s loss of local service customers to
unaffiliated competitive service providers in each
exchange service area over, at a minimum, the
previous five years;

Evidence demonstrating that the local exchange
carrier satisfies the competitive criteria under
subdivision 4 in each exchange service area; and
Other information requested by the Commission
that is relevant to the applicable competitive criteria
under subdivision 4.°

18. The statute provides guidelines for lodging objections from parties (45 days), which
triggers the review and comment process currently underway at the Commission.®

19. If the petition is approved, the petitioning, incumbent carrier would be subject to
requirements that CLECs are required to meet under state law.™®

® Minn. Stat. § 237.025 subd. 1.
" Minn. Stat. § 237.025 subd. 1.
8 Minn. Stat. § 327.025 subd. 2.
° Minn. Stat. § 237.025 subd. 3.
10 Minn. Stat. § 237.025 subd. 6.



B. Telecommunications Goals in Minnesota.

20. In addition to the requirements under the Competitive Market Regulation statute,
there are other considerations for the Commission in the executions of its regulatory
duties. Particularly relevant to this proceeding are the following state goals:

Supporting universal service;

Maintaining just and reasonable rates;

Maintaining or improving quality of service; and

Ensuring consumer protections are maintained in the transition to a
competitive market for local telecommunications service.*

1. THERE ARE 15 SERVICE EXCHANGE AREAS WHERE CENTURYLINK FAILS TO MEET
THE STATUTORY STANDARD.

21. Experts from the Department have identified 15 service exchange areas where
CenturyLink fails to meet the statutory standard required for approval of its petition
for these exchanges.

22. There are nine exchanges, comprised of ten wire centers, that do not meet the
threshold 50 percent standard.**  In other words, in nine exchanges, CenturyLink
provides the applicable voice service to over 50 percent of households.

23. There are also six additional exchanges that fail to meet the 60 percent competitive
provider choice standard because of doubts as to the reasonableness of the
Company’s evidence of wireline and wireless competition in those exchanges.13

24. In its Initial Brief, the OAG provided a table summarizing this analysis and
identifying those service exchange areas where the Company fails to meet the
necessary standard(s) under the statute.™ This table is reproduced here:

" Minn. Stat. § 237.011.

12 Aff. of Joy Gullikson at 28. The Finland wire center is part of the Silver Bay exchange and the Silver Bay wire
center also fails the 50 percent criterion. Id.

3 These exchanges are: Staples, Holdingford, Isanti, Marble, Nashwauk, and Sabin.

 OAG Initial Brief at 15.



Table 1. CenturyLink exchanges that do not pass the statutory standard.

change Fae S ails 60%  Fails60% | Fail under
(DOC)™® (wireline) (wireless) 237.0257?
Colerain X Marginal Fail
Comstock X X Fail
Cook X X X Fail
Grand Marais X Fail
Pine City X X Fail
Silver Bay X Fail
Swanville X X Fail
Tofte X Fail
Biwabik X X X Fail
Staples X X Fail
Holdingford Marginal X Marginal Fail
Isanti X Marginal Marginal Fail
Marble X Marginal Marginal Fail
Nashwauk X Marginal Marginal Fail
Sabin Marginal X Marginal Fail

V. RESOLUTION OF DOUBTS AS TO REASONABLENESS IN FAVOR OF CONSUMERS.

25. The Department’s analysis indicated that its experts had significant concerns
regarding the methodology utilized by the Company to demonstrate that it met the
statutory criteria.

26. At least some of the Department’s concerns arise out of differences in expert
opinion professed by the affiants.

27. In reviewing these expert opinions, if the Commission finds that both opinions are
reasonable, or if it finds a position taken by the Company to be unreasonable, then it
must determine a framework within which it will resolve these doubts as to
reasonableness.

28. The statute provides no bright line rule when it comes to the standard that should be
applied under this statute; under Minnesota Statutes section 237.025, the
Commission must approve a petition for deregulation if the criteria are met “to the
[Clommission’s satisfaction.”*8

5 Aff. of Joy Gullikson at 28. The Department used the Company’s count of service to residences and added UNE-
P and resale lines.

1d. at 29.

"1d. at 29-30.

'8 Minn. Stat. § 237.025 subd. 4.



29. The telecommunications goals enumerated in Minnesota Statutes section 237.011
inform every decision made by the Commission in this area of law and the
application of many of the goals in this case would strike against granting the
Company’s petition, especially for those areas at the margin of meeting either or
both competitive market criteria.

30. In addition, the Commission will look to the requirement that the Commission
resolve doubts as to reasonableness in favor of consumers in gas and electricity
ratemaking when considering the resolution of doubts as to reasonableness in this
case.” The spirit of this concept is applicable in this docket because of its
underlying rationale, which fundamentally relates to the burden of proof in electric
and gas utility rate cases and in the Competitive Market Regulation analysis here.

31. The Department’s witnesses have raised reasonable concerns regarding the record
provided by the Company. In some cases, these concerns indicate that at least some
service exchange areas do not meet the criteria established in subdivision 4(1).

32. In light of the state’s telecommunications goals and the Commission’s requirement
to resolve doubts as to reasonableness in favor of consumers in other instances, and
given the record in this docket, the Commission will reject CenturyLink’s petition
for the 15 exchanges where doubts as to reasonableness exist regarding the
Company’s demonstration that it meets the statutory requirements under the
Competitive Market Regulations statute.

V. CUSTOMER NOTICE AND FUTURE FILINGS.

33. Effective notice to customers has been an issue throughout this proceeding, most
notably raised by the OAG and the Department,® who have sought to ensure that
CenturyLink’s customers are kept informed of the status and implications of the
type of regulatory status that the Company seeks.

34. Commission will hereby order the Company to provide adequate notice to its
customers in affected exchanges.

35. The Company shall develop its proposed customer notice with input from all
interested parties.

36. The Company shall file a proposed customer notice in this docket no later than 10
days after the Commission’s final, written determination is published.

37. Parties will have an opportunity to review the proposed notice and provide
comments to the Commission prior to a vote on approval of the notice at a full
Commission agenda meeting.

38. The OAG has proposed a reasonable draft customer notice in its Initial Brief and
the Commission requests that the Company utilize the language contained in the
draft notice in its proposal:

On May XX, the Minnesota Public Utilities Commission
(“Commission”) approved a request by CenturyLink to be

¥ Minn. Stat. § 216B.03.
% see OAG Initial Brief at XX (summarizing concerns over the handling of customer notice in this proceeding).



deregulated.  This notice will provide answers to common
questions from customers.
What does deregulation mean?
Deregulation means that the Commission will no longer have
authority to regulate the rates for basic local service charged by the
CenturyLink.  CenturyLink has provided information to the
Commission that it serves fewer than 50 percent of households in
each deregulated exchange service area and that at least 60 percent
of those households have the choice to receive voice service from a
competitor, under the law. The rationale behind deregulation is
that the competitive marketplace, not traditional state regulators,
should regulate the rates and service quality of telephonic service.
Under what type of regulation was CenturyLink previously
subject to?
Prior to this approval, CenturyLink had been regulated under what
is known as an alternative form of regulation, or AFOR. Under its
AFOR, CenturyLink was required to either keep its basic local
service rates steady or demonstrate that it was providing adequate
levels of service quality to its customers. In addition, under the
AFOR, the Company was required to make a commitment to
invest in infrastructure and to file progress reports.
What does deregulation mean for CenturyLink?
Under deregulation, the Company will not be required to report
progress on its infrastructure investments or its service quality
results to the Commission. In addition, the Company will have
more flexibility to increase the rates charged to customers for basic
local service.
What does deregulation mean for me?
Starting in 2018, CenturyLink can hike its rates for basic local
telephone service by $2 per month each year, up to a total monthly
fee of $25. After 2023, the Company would be able to hike its
monthly rates by $2 each year, every year, unless a Commission
investigation finds that the rate will result in harm to customers.
Who can | contact with concerns about my bill?
You can contact the Commission’s Consumer Affairs Office at the
following:
Minnesota Public Utilities Commission
Consumer Affairs Office
121 7th Place East, Ste. 350
Saint Paul, MN 55101-2147
(651)296-0406 1-(800)657-3782
consumer.puc@state.mn.us

Or you may contact the Office of the Minnesota Attorney General
at the following:
The Office of the Minnesota Attorney General Lori Swanson



39.

40.

41.

42.

445 Minnesota Street, Ste. 1400
Saint Paul, MN 55101
(651)296-3353 1-(800) 657-3787

It is important for these government agencies to hear from

customers who have concerns regarding the quality of service, bill

increases, or a lack of competition in their area.
In its compliance filing containing the proposed notice, the Company shall also file
an outreach plan to provide additional information to its customers. For example,
such an outreach plan could include an interactive webpage, a social media
campaign, or traditional print and/or television advertising.
In addition to customer notice, the Commission also requests that the Company file
information regarding the status of subdivision 4 competitive criteria in all of its
service exchange areas that have been approved under this statute.
The Commission also has the authority to open a proceeding upon its own motion
in order to “examine whether the competitive criteria in subdivision 4 continue to
be met.”%
This information will allow the Commission and other interested parties to monitor
the status of competition in CenturyLink’s exchanges to ensure that the Company is
receiving an appropriate level of regulatory oversight as permitted by Minnesota
law.

CONCLUSIONS OF LAW AND RECOMMENDATION

The Minnesota Public Utilities Commission has jurisdiction over the subject
matter of this proceeding pursuant to Minn. Stat. Chapter 237.

Any of the Foregoing Findings that should be treated as Conclusions are hereby
adopted as Conclusions.

Based on the foregoing Findings of Fact and Conclusions of Law, IT IS RECOMMENDED that

the Minnesota Public Utilities Commission order that:

2L Minn. Stat. § 237.025 subd. 11.



3. CenturyLink’s petition under the Competitive Market Regulation statute,
Minnesota Statutes section 237.025, be denied for those exchange service areas
where the Company has not demonstrated, to the Commission’s satisfaction, that
it has met the competitive criteria set forth in the statute.

Dated: March 9, 2017 Respectfully submitted,

LORI SWANSON
Attorney General
State of Minnesota

s/ Joseph A. Dammel
JOSEPH A. DAMMEL
Assistant Attorney General
Atty. Reg. No. 0395327

445 Minnesota Street, Suite 1400
St. Paul, Minnesota 55101-2131
(651) 757-1061 (Voice)

(651) 296-9663 (Fax)
joseph.dammel@ag.state.mn.us
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STATE OF MINNESOTA

OFFICE OF THE ATTORNEY GENERAL

SUITE 1400

445 MINNESOTA STREET

LORI SWANSON ST. PAUL, MN 55101-2131
ATTORNEY GENERAL TELEPHONE: (651) 296-7575

March 9, 2017

Mr. Daniel Wolf, Executive Secretary
Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350

St. Paul, MN 55101-2147

RE: In the Matter of the Petition of CenturyLink QC to be Regulated Pursuant to Minn.
Stat. § 237.05; Competitive Market Regulation
Docket No. P421/AM-16-496

Repository for “Highly Sensitive Protected Data” subject to additional protection in
Docket 16-496 (In the Matter of the Petition of CenturyLink QC to be Regulated
Pursuant to Minn. Stat. § 237.025 Competitive Market Regulation)

Docket No. P-421/AM-16-547

Dear Mr. Wolf:

Enclosed and e-filed in the above-referenced matter please find Initial Brief and
Proposed Findings of Fact of the Office of the Attorney General.

By copy of this letter, all parties have been served. An Affidavit of Service is also
enclosed.

Sincerely,

s/ Joseph A. Dammel
JOSEPH A. DAMMEL
Assistant Attorney General

(651) 757-1061 (Voice)
(651) 296-9663 (Fax)

Enclosures

TTY: (651) 282-2525 « Toll Free Lines: (800) 657-3787 (\Voice), (800) 366-4812 (TTY) » www.ag.state.mn.us
An Equal Opportunity Employer Who Values Diversity



AFFIDAVIT OF SERVICE
RE: In the Matter of the Petition of CenturyLink QC to be Regulated Pursuant to Minn.
Stat. § 237.05; Competitive Market Regulation
Docket No. P421/AM-16-496
Repository for “Highly Sensitive Protected Data” subject to additional protection in
Docket 16-496 (In the Matter of the Petition of CenturyLink QC to be Regulated
Pursuant to Minn. Stat. § 237.025 Competitive Market Regulation)
Docket No. P-421/AM-16-547
STATE OF MINNESOTA )
) SS.
COUNTY OF RAMSEY )
I, RACHAEL BERNARDINI, hereby state that on this 9" day of March, 2017, | filed
with eDockets Initial Brief and Proposed Findings of Fact of the Office of the Attorney
General and served the same upon all parties listed on the attached service list by email, and/or

United States Mail with postage prepaid, and deposited the same in a U.S. Post Office mail

receptacle in the City of St. Paul, Minnesota.

s/ Rachael Bernardini
Rachael Bernardini

Subscribed and sworn to before me
this 9" day of March, 2017.

s/ Judy Sigal
Notary Public

My Commission expires: January 31, 2020
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Jessica Renneker jrenneker@nos.com NOS Communications, Inc. |250 Pilot Rd Ste 300 Electronic Service No OFF_SL_16-496_Official

Las Vegas,
NV
89119-3514

CC Service List
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First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Jeff Rhoden jrhoden@mind.net Prime Time Ventures, LLC |Suite 202 Electronic Service No OFF_SL_16-496_Official
210 West 8th Street CC Service List
Medford,
OR
97501
Carrie Rice carrie.rice@consolidated.c |Consolidated 221 E Hickory St Electronic Service No OFF_SL_16-496_Official
om Communications Enterprise CC Service List
Services, Inc. Mankato,
MN
56001-3610
Robert S Rife grodham@diversifiedconsu | Broadband Dynamics, LLC |8757 E Via De Commercio |Electronic Service No OFF_SL_16-496_Official
Iting.net FL1 CC Service List
Scottsdale,
AZ
85258-3359
Emily Roberts emily.roberts@windstream. | PAETEC Business c/o Windstream Electronic Service No OFF_SL_16-496_Official
com Services 1450 N Center Point Rg CC Service List
Hiawatha,
1A
52233
Natalia Rodrigues nrodrigues@wcs.com Wholesale Carrier 5471 N. University Drive Electronic Service No OFF_SL_16-496_Official
Services, Inc. CC Service List
Coral Springs,
FL
33067
Michael Ruziska regulatory@entelegent.com | EnTelegent Solutions, Inc. |3800 Arco Corporate Drive |Electronic Service No OFF_SL_16-496_Official
Suite 310 CC Service List
Charlotte,
NC
28273
David Schornack david.schornack@arvig.co |Tekstar Communications, |150 2nd St SW Electronic Service No OFF_SL_16-496_Official
m Inc. CC Service List
Perham,
MN
56573
Dave Schultz dschultz@paulbunyan.net [ Paul Bunyan Telephone 1831 Anne Street NW Electronic Service No OFF_SL_16-496_Official
CC Service List
Bemidiji,
MN
56601
Janet Shaddix Elling jshaddix@janetshaddix.co |Shaddix And Associates Ste 122 Electronic Service Yes OFF_SL_16-496_Official
m 9100 W Bloomington Hrwy CC Service List
Bloomington,
MN
55431
Michael Shultz michael.shultz@consolidat |Consolidated 350 S Loop 336 W Electronic Service No OFF_SL_16-496_Official

ed.com

Communications

Conroe,
TX
77304-3308

CC Service List
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First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Cathy Shuman cathy.shuman@ci.monticell | FiberNet Monticello 505 Walnut St Ste 1 Electronic Service No OFF_SL_16-496_Official
0.mn.us CC Service List
Monticello,
MN
55362
Richard Sjoberg rsjoberg@mncable.net Sjoberg'S, Inc. 315 North Main Street Electronic Service No OFF_SL_16-496_Official
CC Service List
Thief River Falls,
MN
56701
Cathie Skluzacek skluzace@stolaf.edu St. Olaf College 1520 St Olaf Ave Electronic Service No OFF_SL_16-496_Official
CC Service List
Northfield,
MN
55057
David Skogen dskogen@gcioa.com Global Connection Inc. of [5555 Oakbrook Pkwy Ste | Electronic Service No OFF_SL_16-496_Official
America 620 CC Service List
Norcross,
GA
30093
Jeff Slater jeff.slater@rclec.com RCLEC, Inc. 20 Davis Dr Electronic Service No OFF_SL_16-496_Official
CC Service List
Belmont,
CA
94002
David J. Smat regulatory@ingts.com iNetworks Group, Inc. Suite 2510 Electronic Service No OFF_SL_16-496_Official
125 S. Wacker Drive CC Service List
Chicago,
IL
60606
Anna Sokolin Maimon amaimon@mediacomcc.co |MCC Telephony of One Mediacom Way Electronic Service No OFF_SL_16-496_Official
m Minnesota, LLC dba CC Service List
Mediacom Mediacom Park,
NY
10918
Chris Staton cstaton@pipertel.com Pipertel Communications, |9580 W. 14th Avenue Electronic Service No OFF_SL_16-496_Official
LLC Suite 100 CC Service List
Lakewood,
CcO
80215
Keith Stubbe tunesrus@iw.net Southwest Minnesota PO BOX 1006 Electronic Service No OFF_SL_16-496_Official
Broadband Services CC Service List
Lakefield,
MN
56150
Scott Terry scott.a.terry@windstream.c [Windstream Lakedale, Inc. (4001 Rodney Parham Rd | Electronic Service No OFF_SL_16-496_Official

om

B1-F02-1221A
Little Rock,
AR

72212

CC Service List
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First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Mark Thoma markthoma@wectatel.com [Winnebago Coop. Telecom | 704 E Main St Electronic Service No OFF_SL_16-496_Official
Assoc. CC Service List
Lake Mills,
1A
50450
Shirley Thomas shirley.thomas@orange.co |France Telecom Corporate [13775 McLearen Road Electronic Service No OFF_SL_16-496_Official
m Solutions L.L.C. CC Service List
Oak Hill,
VA
20171
Elena Thomasson elena.thomasson@birch.co | Cbeyond Communications, |3060 Peachtree Rd Electronic Service No OFF_SL_16-496_Official
m LLC dba Birch Suite 1065 CC Service List
Atlanta,
GA
30305
Claudia Tiger ctiger@bcntele.com BCN Telecom, Inc. 1200 Mt. Kemble Ave. 3rd | Electronic Service No OFF_SL_16-496_Official
Fl. CC Service List
Harding Township,
NJ
07960
Jason Topp jason.topp@centurylink.co |CenturyLink 200 S 5th St Ste 2200 Electronic Service No OFF_SL_16-496_Official
m CC Service List
Minneapolis,
MN
55402
Brad VanLeur bvanleur@orbitcominc.net | OrbitCom, Inc. 1701 North Louise Avenue |Electronic Service No OFF_SL_16-496_Official
CC Service List
Sioux Falls,
SD
57107
Nancy A. Vogel nancy_vogel@mmi.net Midcontinent 3901 N Louise Ave Electronic Service No OFF_SL_16-496_Official
Communications CC Service List
Sioux Falls,
SD
57107
Evelynn Vu evelynn.vu@ringcentral.co [RCLEC, Inc. 20 Davis Dr Electronic Service No OFF_SL_16-496_Official
m CC Service List
Belmont,
CA
94002
Jim Walter jwalter@702communication | VAL-ED Joint Venture, LLP |Dba 702 Communications |Electronic Service No OFF_SL_16-496_Official

s.com

702 Main Avenue
Moorhead,

MN

56560

CC Service List
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Last Name

Email

Company Name

Address

Delivery Method

View Trade Secret

Service List Name

Jared

Welch

jared.welch@accesspointin
c.com

Access Point, Inc.

1100 Crescent Green Ste
109

Cary,
NC
27518

Electronic Service

No

OFF_SL_16-496_Official
CC Service List

Karly

Werner

karly_werner@cable.comc
ast.com

Comcast Phone of
Minnesota, Inc.

10 River Park Plaza

St. Paul,
MN
55107

Electronic Service

No

OFF_SL_16-496_Official
CC Service List

Doyca

Wickham

doyca.wickham@Uvoltdelta.
com

LSSI Data Corp.

1600 Stewart Ave.
Suite 305
Westbury,
NY
11590

Electronic Service

No

OFF_SL_16-496_Official
CC Service List

Curtiss

Wikstrom

curtw@wiktel.com

Wikstrom Telephone
Company

PO Box 217
212 South Main St
Karlstad,
MN
56732-0217

Electronic Service

No

OFF_SL_16-496_Official
CC Service List

Karrie

Willis

BADEMAIL-
kwillis@popp.com

POPP.com, Inc.

620 Mendelssohn Ave N

Golden Valley,
MN
55427

Paper Service

No

OFF_SL_16-496_Official
CC Service List

Kristi

Woldt

N/A

Airadigm Communications,
Inc.

Suite 50B
100 West College Ave
Appleton,
Wi
54911

Paper Service
ue

No

OFF_SL_16-496_Official
CC Service List

Daniel P

Wolf

dan.wolf@state.mn.us

Public Utilities Commission

121 7th Place East
Suite 350
St. Paul,
MN
551012147

Electronic Service

Yes

OFF_SL_16-496_Official
CC Service List

Brian

Worthen

bworthen@mammothnetwo
rks.com

InTTec, Inc.

1001 South Douglas
Highway
Box 2799
Gillette,
wy
82717

Electronic Service

No

OFF_SL_16-496_Official
CC Service List

Anita

Yokiel

regulatory@hickorytech.co
m

Consolidated
Communications

221 E Hickory Street
PO Box 3248
Mankato,
Minnesota
56001

Electronic Service

No

OFF_SL_16-496_Official
CC Service List
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Last Name

Email
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Address

Delivery Method

View Trade Secret

Service List Name

Christopher P

Yost

christopher.yost@zayo.co
m

Communications
Infrastructure Investments,
LLC

C/O Zayo Group
1805 29th St
Boulder,
co
80301

Electronic Service

No

OFF_SL_16-496_Official
CC Service List
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