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Thank you for your consideration. I look forward to speaking with you soon
about SB 248 and our project in particuiar.
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City of Waupaca, Wisconsin
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Ciry Adminisrator
Ph:715.258-4411

Fax: 715-258-4426
hutpiiwww.cityofwaupaca.org

October 18, 2001

Sen. Robert Weich
P.O. Box 7882
Madison, WI 53707-7882

Dear Senator Weich:

The City Council adopted the attached resolution at its October 16, 2001 Council
meeting. Piease consider their action as the Senate considers debate on this
legislation.

Thagk you.

CC:  Sen. Shibiliski

-~ Dan Thompson, LWM
Dave Benforado, MEUW
Ray Riordan, WSTA

111 South Muain Street, Waupaca, Wisconsin 54981



RESOLUTION NO.__ 1112 (2001)

RESOLUTION SUPPORTING MUNICIPAL TELECOMMUNICATIONS
INITIATIVES, AND OPPOSING SENATE BILL 248
AND ASSEMBLY BILL 518

Common Council of the City of Waupaca
Waupaca County, Wisconsin

WHEREAS, Under 1993 Wisconsin Act 496 and the Federal Telecommunications Act
of 1996, municipalities are allowed to supply competitive telecommunications services to their

communities; and

WHEREAS, to date 19 Wisconsin municipalities have been granted Competitive Local
Exchange Carrier (CLEC) status from the Public Service Commission of Wisconsin, joining
more than 200 communities nation wide; and

WHEREAS, most large incumbent telecommunications companies are primatily
investing in high population urban markets; all but ignoring the rural and low-income areas,
thereby increasing the technological “Digital Divide” between urban and rural areas of
Wisconsin; and

WHEREAS, State Senator Kevin Shibilski (D-Plover), and State Representative Neil
Kedzie (R-Elkhorn) have introduced legislation in the 2001-2002 Legislative Session (SB 248
and AB 518) prohibiting Wisconsin cities, villages, towns, and counties from providing
telecommunications services to local citizens and businesses; and

WHEREAS, the League of Wisconsin Municipalities, Wisconsin Alliance of Cities,
Wisconsin Counties Association, the Regional Telecommunications Commission, the Wisconsin
Association of School Boards, the Wisconsin Education Association Council, the Wisconsin
School Administrators Alliance, the Wisconsin Towns Association; and the Mumclpal Electric
Utilities of Wisconsin have collectively communicated to state legislators urging them not to co-
sponsor legislation which would prohibit telecommunications competition by cities, villages,
towns or counties;

NOW THEREFORE BE IT RESOLVED that the City of Waupaca strongly supports
the current legal right and authority of Wisconsin cities, villages, towns and counties to provide
competitive telecommunications services; and

BE IT FURTHER RESOLVED that the City of Waupaca opposes the *anti-
competitive” preemption legislation introduced by Senator Shibilski, Representative Kedzie and
the Wisconsin State Telecommunications Association (SB 148 and AB 518), which would
prohibit municipalities from providing local citizens and businesses telecommunications and

internet services; and

BE IT FURTHER RESOLVED that copies of this Resolution be sent to the Governor,
the state legislative delegation representing this community, and legislatures sponsoring the
proposed legislation.



RESOLUTION INTRODUCED BY /8/ PATRICK PHAIR

ALDERPERSON (TTTLE)
WILLIAM DARKER
ACTING MAYOR (TITLE)

>haiirs Vel )

Sharon Nelson  \_
'CITY CLERK (TTTLE)

CERTIFICATION
I, SHARON NELSON , Clerk of Waupaca, Wisconsin, do hereby certify that the

foregoing is a correct copy of a Resolution introduced ata _COUNCIL __meeting of the
__CITY on 10/16 , 2001, adopted by a majority vote, and recorded in the minutes of

said meetfing. _

Sharon Nelson, City Clerk




Jerold R. Johnson
Controller
Wood County Telephone Company

October 23, 2001

RE: Affiliated-Interest and Cross-Subsidization Legislation

Wood County Telephone is a 105 year old, locally owned communications company.
Our company is headquartered in Wisconsin Rapids, a community of 18,000 people in
rural central Wisconsin. Wood County Telephone Company has the privilege and
responsibility to serve over 30,000 telephone customers. Wood County Telephone also
offers dial-up Internet service, High-Speed DSL Internet service, long distance service,
dedicated anaiog and d;gltai circuits, telephone systems and mstaliat:on and Dagital _
DSL Cable TV to our customers. ' R e |

We have always tried to bring cutting-edge technology to our rural customers before or
at the same time it is being deployed in urban areas. Many times we have beaten the
bigger companies to market with services. We have been fortunate to be able to offer
services like DSL High-Speed internet and Digital Cable TV to our customers quickly
because our company operates lean and efficiently because of our size. Our
employees wear many hats with varied responsibilities in our small company. This
translates to efficiency and responsiveness not seen in the larger telcos. We are not an
Ameritech or Verizon with many layers of management between our customers and our
CEO. We live, work, shop and worship with our customers, they are our neighbors.




Recently, the PSC has pushed hard for rules that would restrict our ability to operate in
this lean and efficient manner. The proposed rules would force Wood County
Telephone Company, and other small telephone companies, to have separate physical
buildings and employees for non-telephone or advanced services such as our long
distance service, DSL High-Speed Internet and Digital DSL TV service. Wood County
Telephone is too small to affordably operate separate buildings, overheads and
employees and benefits to provide these advanced services. Today, we separate and
allocate our various shared expenses and costs through accounting methodology to the
various services. Our service representatives handle sales and questions on all our
products. Our instaliation crews are trained to do installation and repairs on all of our
service offerings. If the PSC succeeds in making us have a separate building with
sei:ﬁérate employees, it would increase our overheads and costs to the point where we
would not be able to offer these advanced services to our customers.

I don't think that forcing local business out of offering internet, cable TV or long distance
services is what the FCC or the Wisconsin Legislature had in mind when they allowed
competition in the telephone business. The PSC rules will force Wood County
Telephone Company out of these markets and back to just plain old dial-tone service at

the same time"aiiowing our competition to fill the vacuum left 'by our departure. This is
anti-competitive and anti-small business.

it should be noted that even in rural Wisconsin Rapids, competition already exists for
telephone and internet service, telephone systems, long distance and cable TV. Wood
County Telephone Company already competes with Charter Communications for Cable
TV service, High-Speed Internet Service and soon, telephone service. Charter
Communications has recently been authorized by the PSC to provide telephone service
in our area. There are also numerous vendors serving our area that compete with us
for our internet customers, telephone system sales and installations and long distance

services.

Wood County Telephone Company has had to diversify its product offerings beyond
dial-tone to survive and remain a viable company. The PSC’s recent push for more



stringent regulation of smali telcos puts Wood County Telephone in jeopardy. We
simply cannot afford to have separate facilities and employees and continue to provide
competitive and affordable new services !‘ our area. Couple that with the PSC's recent
decision o penalize a small telco in e Wisconsin over a four-year cross-
subsidization complaint by a competitor, Charter Communications; and frankly small
telcos may be at risk not only by competition but by regulators too. Please support
legislation sponsored by Rep. Mark Pettis that would allow small telephone companies
like Wood County Telephone Company to be subject to the same cross-subsidization
and affiliated-interest laws that all other small businesses have to follow in Wisconsin.

Thank you.

3 i



Comments For The Senate
Health, Utilities, Veterans, & Military Affairs Committee
Rural Telecommunications Options

Comments of
Daniel M. Dasho
General Manager
Shawano Municipal Utilities
Wednesday, October 24, 2001

Rural Areas Need the Telecommunications
Infrastructure Necessary to Promote Business and
Provide Rural Citizens with the Same Access Available

to the Residents of Big Cities.

Citizens, Businesses and Local Governmental Offices are demanding High
Speed, Broadband Technology. The sad fact is that the current
Telecommunications Corporate Giants are unwilling to provide the latest
technologies in rural areas. These telecormmunications companies provide

" $ervice where the money is and there is no money fo be made in low customer
density rural areas.
Wisconsin communities, particularly rural communities, know that to ensure the

economic viability and success of their citizens, businesses and community, they must
have access to advanced telecommunications services.

The needs of the rural areas for service are just as critical as in the big cities.
Our businesses have to compete on a statewide, nationwide and global stage.
They must have the same tools to compete as their competitors. If they can’t
get them they will go elsewhere or fail. Worse yet, when trying to attract new
industry a lack of advanced telecommunications will be seen as black mark
against rural areas. Yet how can these services be provided if the private
telecornmunications companies are unwilling to do it?

Municipalities can help bridge the “digital divide” by
bringing advanced telecommunications services to
areas being underserved by private providers.

Municipalities can bring the benefits of competition to areas outside of the big



urban markets. The promise of vigorous competition and resulting benefits
(e.g., lots of suppliers vying for your business, those suppliers offering high
quality services at prices kept in check by competition) has simply not
happened. Competition is not coming to rural areas and will not in the near
future. Rural areas need all options available to them to get these services

established.

Twenty municipal CLEC’s have been authorized by the Public Service
Commission. These 20 communities stand ready to provide these services to
their communities.

Municipalities have the tools and expertise to provide service. Customer service is our
bread and butter. Municipalities providing electricity to our cities have the expertise to
install facilities; we know lines and wires. We are locally based and locally controlled.

We are the real competition to the big corporations; competition is not new to us.

Proposed Legislation Puts the Municipal Option at
Risk

Currently Senate Bill 248/Assembly Bill 518 introduced last month would
extinguish competition by the “local government telecommunications option”
in Wisconsin. Rather than increasing options for rural areas the bills would
limit options and put the economic viability of rural areas at risk. That means
less job opportunities and fewer opportumtxes for our kids.

Those: bﬂis woul& tell iocal govemments across Wzsconsm that they are
forbidden from building the increasingly critical “on-ramp” to the Information
Superhighway for the benefit of their citizens and businesses, even if the
private telecommunications companies will not do so.

Limiting telecommunications competition is not the thing we need for our
state. Worse, taking away, the ability of a local community to provide needed
services to its citizens and businesses will hurt our rural areas.

Shawano Meets its Citizens’ Needs

In Shawano, the community got together and developed a fiber optics system
for the city. This was done in 1996 when no other entity would even talk about
high-speed access. Today we provide our schools, city and county with 10 and
100-Megabit ethernet connections. You can not get these services from either
the Cable Company or the local Phone Company. We have businesses
connected to the Internet via wireless and fiber optic connections. This would
not be possible if it weren’t for the foresight of our city fathers. Why should
we be at the mercy of corporations headquartered in Texas or New York, we
want our local control that knows how to meet our local needs.

We would be willing to work telecommunications providers for the benefit our
communities and the State. We should find ways to make strategic alliances,



partnerships and other business relationships that benefit the telecommunications
customers. This will enhance our communities by getting new advanced
telecommunications infrastructure in place, which will make our state a better place to
live and do business. Limiting municipals in this area will relegate rural areas to the back
of the economic bus. Give our rural areas a chance.

The Federal Communications Commission recently stated that “the entry of
municipally-owned utilities [into the competitive telecommunications market]
can further the goal of the [1996 Telecommunications Act] to bring the -
benefits of competition to all Americans, particularly those who live in small
or rural communities.” (Federal Communications Commission, August 2000).

Shawano Municipal Utilities
122 North Sawyer Street
Shawano, W1 54166
ddasho@shawano.com
715-526-3131




Wisconsin State Telecommunications Association, Inc.

8602 NORMANDY LANE
MADISON, WISCONSIN 53719
PHONE: (608) 833-8866

FAM: (608) 633-2676

E-mail: wsta@ids.net

Website: hitp://www.wsta-net.org

MICHAEL D. JENSEN, President
THOMAS R. SQUIRES, Vice President
RAY J. RIORDAN, J.D. CAE
Executive Vice Prasident and Generai Counsef

Testimony By

Chris LaRowe, Manager of Legislative Affairs, WSTA
10:00am, Wednesday, October 24, 2001

Rhinelander City Hall/Council Chambers, Rhinelander, WI

Senate Health, Utilities, Veterans and Military Affairs Committee

Good morning. Mr. Chairman, Committee members. Thank you for the
opportunity to appear before you today to discuss a very important issue to
Wisconsin’s small telephone companies and cooperatives. My name is Chris

LaRowe, I am the Manager of Legislative Affairs for the Wisconsin State

Telecommunications Association (WSTA). WSTA is a Madison-based statewide
trade association representing the telecommunications industry. Its members
are all of the 82 local telephone companies and cooperatives in Wisconsin, 56

Internet service providers (ISPs) and nine wireless carriers.

As many of you already know, small telephone companies and cooperatives are

providing both regulated and unregulated services in rural areas of Wisconsin.

Often times, these companies are too small to have separate employees,
buildings, billing systems, equipment and other resources dedicated to just
unregulated services. In addition, they are also often the only providers of
several unregulated services to rural areas including Internet service,
competitive local telephone service, sophisticated telecommunications

equipment and maintenance, and cable television service.

DIREGTORS: BHONDA J. JOHNSON, Milwaukee MICHAEL A. PANDOW, Madison SiD SHERSTAD, Siren

BAVE CARTER, Cable [HANA LaPGINTE, Oxford DUANE W. RING, JR., La Grosse THOMAS R. 5QUIRES, Manawa

GEORGE FRIOU, Madison DAVID J. LULL, Biue River PATRICK D). RIORDAN, Putaski DOUGLAS J. WENZLAFF, Wisconsin Rapids
ROGER L. HERMSEN, Abrams AL MAHNKE, Wittenbarg MARK SCHROEDER, independence FRED WEIER, Strum

MICHAEL D. JENSEN, Amery DANIEL W. MATSON, Sun Prairie BOB SCHULZE, Little Chuie WILLIAM . WISWELL, Efkhorn



The Public Service Commission (PSC) is pushing restrictions that will make it
economically impossible to provide these and other unregulated services and
would place these companies at risk of incurring severe penalties. This will
probably cause some small telephone companies and cooperatives that are
offering such services to reconsider the risk. Although the final order has not
been issued, this decision will reverse decades of PSC policy and industry
practice and will effectively stop some small telephone companies and
cooperatives and deter others from offering competitive and unregulated

services in the rural areas of Wisconsin.

If the expected decision was issued earlier, many rural areas would not have
toll-free access to the Internet, wireless service, paging, or other unregulated
services. As a result of this decision, rural areas will be slow to receive the
beneﬁts of competition and new telecommumcatmns semces With the growth
of wzreless service, reductmn in access revenues and cther changes in the
industry these small telephone companies and cooperatives have few options for
growth, even survival, outside of providing unregulated and competitive

services.

The PSC decision will effectively prevent independent small telephone
companies and cooperatives from using their capital, borrowing power, or other
financial resources to invest in unregulated and competitive businesses. The
larger companies are entering new businesses because they do not have the
same restrictions. It is only fair to allow the independent small telephone

companies and cooperatives to do the same.



Further, competitors have forced small telephone companies and cooperatives
to incur hundreds of thousands of dollars defending themselves. In one
instance, a small telephone cooperative {Chibardun) has paid over a quarter of a
million dollars to fight Charter Communications. This has taken nearly 4 years
to resolve and has discouraged many small telephone companies and
cooperatives from providing competitive cable service and some from providing
competitive telecommumcatmns service. As a result, this may stop and
possfbly reverse the efforts of smaﬁ teiephone companies and cooperatwes to

provide competition in the rural areas of Wisconsin.

WSTA encourages the members of this Committee to support efforts to allow
small telephone companies and cooperatives to be subject to the same cross-
subsxdlzatlon and afﬁha.ted-mterest 1aws that all other small busmesses follow.
Rep Mark Peths wﬂl saon be mtroducmg legzslauon, w}:uch is mtended to allow
the locally-owned small telephone companies and cooperatives to provide CATV,
Internet, competitive local telephone service, long distance, and other

unregulated services in their exchanges and neighboring exchanges.

Once again, thank you for the opportunity to appear before you today and share
WSTA’s thoughts regarding this matter. I would be happy to answer any

questions at this time.



Testimony of
Larry L. Lueck
Manager of Government Relations
Nsight Telservices

Before the

State of Wisconsin Senate Committee on Health, Utilities, Veterans
and Military Affairs
Rhinelander City Hall, Rhinelander, WI
Wednesday, October 24, 2001

Mr. Chairman and members of the Commitiee:

Thank you for the opportunity to appear before you today to discuss the issue of Internet, Telephone and other
telecommunications services that are available in rural areas.

My name is Larry Lueck and [ am the Manager of Government Relations for Nsight Telservices. Nsight Telservices
is the holding company for a variety of telecommunications companies. Some of those companies include Northeast
Telephone Company, which provides local telephone service to the Pulaski, Oneida, Mill Center and Krakow
comrnunities; NET Cable, which provides cable television service to the village of Pulaski; Northeast Telephone
Long Distance (d/b/a Nsight Long Distance), which provides fong distance service; NetNet, which provides internet
access service to the village of Pulaski and the Green Bay area; Celicom, which provides cellular and paging service
throughout most of Northeast and Northern Wisconsin; and Local Nsight, which is a competitive local exchange
company serving Green Bay and Appleton. As you can see, we offer a complete package of telecommunications
services which we actively market in all of the rural communities we service.

My testimony today will focus on the history of our company, the types of services we provide and what those
services cost, and most importantly, how some potential regulatory and legisiative activities would impact us.

History

In 1910 the Pulaski Farmers and Merchants Telephone Company was formed to bring local telephone service to the
village of Pulaski. In the late 50°s and early 60’s, locai exchange service was expanded to include the communities
of Oneida, Mill Center and Krakow. In 1968, the Pulaski Farmers and Merchants Telephone Company changed its
name to Nertheast Telephone Company, and it has kept that name ever since.

In 1983, Northeast saw the need to form a holding company and Northeast Communications of Wisconsin, Inc. was
born. This allowed the next subsidiary to be formed — NET Cable, NET Cable brought cable television service to

the viilage of Pulaski.

In 1987, we brought cellular telephone service to Brown County with the introduction of Cellcom. Cellcom later
expanded their product fine to include paging service.

Int 1994, the next subsidiary was introduced. NetNet brought Internet access service to Green Bay and the
commurities that Northeast Telephone Company services.




The next company formed was Northeast Telephone Long Distance, which got its start in 1997. Northeast
Telephone Long Distance provided customers of Northeast Telephone Company with affordable long distance

service.

Finally, in 1998, the latest addition to the Nsight family was created. Local Nsight is a competitive local exchange
carrier which competes against Ameritech for local telephone service.

Types of Services

The communities that Northeast Telephone Company services are basically rural areas. Our territory covers
approximately 182 square miles and 17,000 people. We currently have just under 10,000 access lines. In our
territory, there are only three major businesses and 80% of our customers are residential customers.

However, all of this does not mean that advanced telecommunications services are not available to our customers.
On the contrary, we offer almost all of the features that could be found in a big city. More importantly, we offer
these services at a very affordable rate.

Our residential customers pay between $12.35 and $12.85 per month for ocal telephone service depending upon
which exchange they live in. This monthly amount includes unlimited local calling.

In addition, Northeast Telephone Company offers our customers advanced calling features, voice mail, Internet,

long distance, cellular, paging, high-speed data services, and cable television service. In fact, we were the first in
Brown County to offer Caller ID service. We offered that service to our customers before Ameritech even began
offering it to their customers in Green Bay. Some of the latest features we have introduced to cur customers include .
DSL high-speed Internet access service, Telemarketing Call Screening, Verified Account Code Billing, Wake Up
Service, and Call Waiting on Caller ID. [ have given each of you a copy of our brochure that highlights the services

we offer and the costs for those services.

For unlimited dial-up Internet service, the monthly fee is $19.95, not including state sales tax, which is an issue |
will address later. ‘Our long distance rates are as low as $0.07 per minute with absolutely ne monthly fees. For
cetlular and paging we have numercus calling plans available which fit in‘almost everyone’s budget.

So as you can see, in our rural area our customers have some of the most advanced features and services available
and those services are available at an affordable rate.

Regulatory and Legislative Actions

Now imagine if none of those advanced services were available to the good people of Pulaski. Or imagine if the
rates were 5o exorbitant that most customers could only afford basic service and nothing else. No cell phones, no
connection to the Internet, no Telemarketing Call Screening.

The reason Northeast has been able to keep our local phone rates so low and offer advanced products and services is
because we are a diversified company. Over the years, the regulatory environment allowed us to bring the latest and
greatest services to our customers. By spreading the costs for labor, insurance, worker’s compensation, and other
expenses amongst all of our companies, Northeast is able to keep ifs expenses lower than if Northeast bad to pay for
each of those items individually. In addition, by buying in bulk quantities, we are able fo reduce our cost per item
for a number of things that we purchase. All of this means that Northeast can invest more money into our plant and
the equipment which helps bring advanced services to the rural areas we service.

The Public Service Commission of Wisconsin is set to issue a ruling which would severely impair our ability to
provide all of the services | talked about at an affordable rate to our customers. If they impose the restrictions they
are seeking, we would be subjected to cross-subsidization and affiliated-interest laws more severe than other smatl

businesses in this state.



How severe are these restrictions? If we had had to operate under these restrictions back in 1987, we never would
have started Cellcom. Today, Celicom is the 13™ largest cellular provider in the country. In addition, all of the
sister companies have benefited from the success of Cellcom, which in the end has benefited ail of our customers.
Without those benefits, | would not want to think about what our rates would be or about how great the “digital
divide” would be in the communities we service.

On the legislative side, we would encourage you to support any legislation that would not allow the Pablic Service
Commission to impose excessively restrictive rules upon us. Representative Mark Pettis will soon be introducing
legislation that would basically subject us to the same cross- -subsidization and affiliated-interests that other small
businesses are subject to. We would ask yt)u to suppm’c that bill and help with its passage.

Finally, there is one other inequity that needs to be addressed ‘Currently, we must charge Wisconsin state sales tax
to all of our Internet subscribers. The sole reason we have to do this is because our operations are located in
Wisconsin. Any competitor who is not headquartered here in Wisconsin does not have to charge the state sales tax
to their customers, This automatically puts us at a $% disadvaniage when we compete against AOL, Microsoft,
AT&T, and the numerous other providers who choose not to have operations in Wisconsin. There is a fundamental
flaw in the iﬂgw of requiring us to charge our customers more than our competitors because we reside in Wisconsin.
The message that'is obviously being sent to us is quite simple — move your operations out of Wisconsin.

Conclusion

Thank you for the opportunity to share our situation with you and to address these very serious issues. [ would be
happy to answer any questions at this time.
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WISCONSIN'S ELEVEN
TELEPHONE COOPERATIVES




FROM OCTOBER 2001 NEWSLETTER OF

CHIBARDUN TELEPHONE COOPERATIVE,

INC.

Y

JUDGE 1SSUES PRELIMINARY SPLIT DECISIO

elephone Docket 1090-T1-100, PSC Telecommunications

Division Attormey and acting Administrative Law Judge, Edward
Marion, recently issued a preliminary split decision. The Docket,
which resulted from a complaint filed by Marcus Cable against
Chibardun Telephane when CTC Telcorn began offering competi-
tive services in Barron, has been under consideration by the PSC for
nearly four years. Marion’s recommendations aré now before the
Public Service Commission commissioners for a final ruling.

Finding for Chibardun Telephone, Marion stated that

Chibardun’s wholly owned subsidiary, CTC Telcom, is ;:xmperiy and

P\;m'ng to rest the Public Service Commission’s Chibardun

. adequately compensating Chibardun Tefephone for the use of the
- Cooperative’s name and goodwill.

Marion also found no mciauon c)f Wis: Smtuta 196204, as
Mareus suggestm Instead, he found that wh:ie PSC staff preferred
an alternative methodology for allocating payroll expenses and costs
of capital assets, the existing method being used by Chibardun is
permissible. ’

Marion ruled that Chibardun had not violated Wssconsm
Statute 196.204 in its methodology developing the price of property
and services between Chibardun and its affiliates. He indicated that
the commission “needs to prescribe HOCUM/[LOCUM by rule, if it
expects utilities to utilize it” Marion recornmended that within 30

_ - days, Chibardun needs to file a proposed mettiod of valuing transac-
i tions with affiliates with ti’;e ﬁommissaon to use to avmd any cross
i subsidization in‘the fiture,”

Finding against Chibardun, Manon ruled that the
Cooperative had filed to file an affiliated interest agreement
between Chibardun and Chibardun Cable TV for the years of
1991 10 1993 and that the agreement prepared in 1994 wasn't
reflected in the PSC files until Chibardun re-filed it in 1997 While
Chibardun believes that the agreement had been properly sent to

the PSC prior to 1997.

Marion's ruling stated that while the existing affiliated
interest agreement between Chibardun and CTC Telcom listed the
transfer of assets, it didn’t define “major” assets such as the trans-
fer of fiber optic cable as defined in Wisconsin Statues 196.53 and
196.219. Marion ruled that while the fiber was priced properly, the
agreement should have been more specific and reflecied the word
“major”

in analyzing the affifiated interest agreement between
Chibardun Telephone and CTC Telcom, Marion found that for a
forty-two day period between December of 1997 and February of
1998, the affiliated interest agreement on file at the PSC didn't
mention the word “financing” when referring to loan guarantees
between the companies. For those forty-two days, Chibardun expe-
rienced an infraction of Wisconsin Statute 196.52 and 196.219. The
new agreement filed on February 12, 1998, referred to “financing

tn his proposed order, Marion wrote that he did “not
believe that Chibardun intentionally failed to file affiliated interest
agreements...” He also wrote that he believes “that the Commission
has an obligation to promulgate rules clearly setting standards for
affiliated transactions between an incumbent lacal exchange carrier
(ILEC) and its affiliates.” Marion issued a recommendation that
Chibardun be required to file new affiliated interest agreements in

accordance with-this decision within 90 days-and file affiliated trans-"

action agreemer\ts avery quartef tntif December 2002 ¢

Also at issue in the Docket, was the questionof whether a
Cooperative’s retained capital credits qualified as retained earnings
and could be caleulated in guarantesing loans o affifiates. Under
Wisconsin Statute 196.204, a parent company is prohibited from
providing subsidies in the form of loan guarentees beyond the
amount of retained eamings.

Marion wrote that the "conclusion is far from ineluctable.

1}  Madison, it had no proof that the document had been received at ~ The legislature knew how to directly prohibit afoan guarantee when



ﬁ iN GHIB

it warrted 1o, In Wisconsin Statute 196.525, it regulated a utiiity's
iending of credit. In Wisconsin Statute196.795 (5)(d), it expressly
prohibited a public utifity affifiate from guaranteeing the obligations
‘of a non-utility affiliate. The legislature has also, quite frankly, eased
up on telecommunications utilities: neither of these statutes applies
to them.” Marion stated that Joan guarantees are “subsidies,” but
“just barely.” Chibardun’s loan guarantees to CTC Telcom did not
. . exceed retained eamings and thereby did not violate the law.

. Marion's proposed order called for CTC Telcom to compensate
.. “Chibardun Telephone for a determined value of the loan guarantees
¢ it has in place.
‘. In a move having the potential to affect most of the
-+ Cooperatives in the State, Marion ruled retained capital credits are

~ “to be recorded as “additional paid in capital” and distinguished sepa-
rately from retained earnings. Marion also wrote that he “cannot

fault Chibardun’s accountant (and management) for characterizing -

capital credits as retained earnings.... the Cornmission has no nules
tegarding the accounting for public utilides that are cooperatives...
Nor, are there authorities—either technical or legal—out there to
guide companies lilke Chibardun. Under these circumstances,
Chibardur's accounting judgemants were not egregious.”

: In the proposed order Marion indicated the Commission
. hadan obi:gaﬁon 10 report any Statute mffactlons 1o the State

g %mmﬁvhﬁmrai—bus{mmmended ne sanctionsin Chibardurys

case. “This is a close case in marty respects,” wrote Marion. I have
conduded that a loan guarantee is a “subsidy” within the meaning
of 196.04{1), but just barely. { have conduded that patronage capital
should not be accounted for as retained earnings, but that it was
not unreasonable for Chibardun’s accountants to book it that way. |
do not believe that Chibardun intentionally failed to file affiliated
interest agreements, or 1o file them late, or to file agreements not
broad enough to include the transactions at issue in this proceeding.
-..All of these facts operate to mitigate the seriousness of the viola-

ARDUN TELEPHORE DOCKET

tions found in this decision._. The telecommunications industry is in
transition {if not in choas). The Commission has had difficulty figur-
ing out the rules. The utilities have not had it any easier,
Consequently, Chibardun should not be penalized for doing its best
in the present environment” Marion concluded.

Chibardun’s Chief Executive Officer, Rick Vergin, had these
comments in regard to the decision “We strive for excellence at
every turn, induding our regulatory efforts. Being on the leading
edge of technology and advancement sometimes includes being on
the leading edge of regulations too. We would have liked to have
every aspect of Marion’s decision in cur favor, but frankly we're very
pleased with his recommendations. Chibardun offered to settle the
case prior to the hearing for recommendations much more strin-
gent than what he recommended for the Commissioners.”

“\We need to keep this dodcket in perspective,” Vergin con-
tinued. “The judge basically found that over the last four years, 99%
of the transactions between Chibardun and Telcom were complet-
ed properly. Every issue in question in the PSC hearing was an issue
recommended by or reviewed by an accounting firm, consulting
firm or legal firm hired by Chibardun Telephone for the specific pur-
pose of properly handling interaction between the parent company
and subsidiary.”

The judge’s findings will not change the services Chibardun

offéfs, will not affect patronage capital amaunts, or change the bot: .. %
tom fine for either company firancially. “Basically, a bookkeeping

record inthe armount of about the cost of a new car will be
changed from a Chibardun expense to a CTC Telcom expense to
address the value of the loan guaraniee that Marion established,”
explained Vergin. “We will file new affiliated interest agreements
and review them penodically for 15 months, and we'll file a pro-
posed transaction value plan with the Commission for future use”

i you have questions in regard to the PSC hearing, please
call Lori Roemhild at 837-2340 for more information.

_,_______-m___,.________________m___*_//,
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- See CALL, Page 3A

“They have an anti-
«competitive edge. They don't
pay state or federal taxes and
can borrow money more easily
than companies,” Kedzie said.
“They have right of zoning and

. conditional use pemmits and

right-of-ways. It is not only a
competitive disincentive but
could be used wrongly to put
mumcxpalities at. an advan-
tage.”

He added that govemment

“moves ‘slowly and would be

hard pressed to keep up with

technologiéal change.. High

startup-costs - would also be re-
quired, and such an enterprise

would probably be subsidized

by. taxpayers, Kedzie said.

- “I don't think governument -
should-be. in the business of

teiecomumcauom If - they
un companies Jike they run
government, there couid be a

locally owned muniecipal ‘white -
elephant,” he said. “This ‘seems

to be a trend or a fad, We have

to get in front of this before it .

snowballs. It would be difficult
for state govermiment to bail
out any municipalities that got
iato trouble.”

‘He added that the idea of

governments ewmng CoOmmu-
nications services also raises
privacy guestions.

Ray Rierdan, executive vice

-president :of the Wisconsin
State Telecomrunications

Association, also has said that

muricipalities should not be in- .

competition with private busi-

" Dess):

‘But Sun Preirie Clty Admin-

Monday, Oct. 22, 2001

Call

n Contmued from Page 1A

Exceptions aré provided for
governmental unitsg!;hat pro-
vide or. sell service to a state
agency, school disirict, coop-
erative  educational service

“agency, technical college dis-

trict, publi¢c library system, In-
dian tribe, fire department or
local government unit such as
a political subdivision or spe-
cial purpose distriet.

The bills also would bar the
Public Service Commission
from allowing a governmental
subdivision to provide tele-

. communications services as a

carrier or utility.

Shibilski said he drafted the
bill beecause, in a time of
limited resources, local gov-
ernment should have much
higher - priorities than provid-
ing telecommumcatmns serv-
iées. ‘

“They are struggling to find
enough. for social services,

- transportation and’ criminal

Jjustice. 1 don’t want local gov-
ernanents to be distracted from
their furidamental responsibil-
ities,” Shibilski said. *Local
governments should fix. pot-
holes before they tax people to
provide Internet service. It's
all about priorities.”

He noted that the bill con-
tains exemptions for services
for school disfricts, public H-
braries and other “legitimate
government uses.” )

Shibilski maintaing the bill
was not requested by the tele-
communicdtions industry, and
that campaign contributions
had nothing to do with it. "I re-
ceive support from all over the
place. The vast majority of my
contributions come from peo-
ple from my district from all
walks of life,” he said. '

Kedzie, who introduced the
co_mpanion. bill'in the Assem-
bly, said it is needed because
muricipalities would stifle
competition if they go into the
telecommunications business.







