BEFORE THE NEBRASKA PUBLI C SERVI CE COVM SSI ON

In the Matter of the Nebraska
Public Service Conmi ssion, on
its own notion, seeking to

i nvestigate tel ecomunications
infrastructure devel opment in
Nebr aska.

Application No. C-2831/PI-67

REPORT AND ORDER

Entered: April 1, 2003
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BY THE COWM SSI ON:

The Nebraska Public Service Conm ssion (Conmmission), on its
own not i on, initiated this proceedi ng to i nvestigate
t el ecommuni cati ons infrastructure devel opnent in Nebraska
(Initial Oder). The Initial Oder was entered on Novenber 5,
2002, and miled to all certificated tel econmunications
provi ders. Coments in the form of answers to the Conm ssion
prescri bed questions were due on or before Decenber 13, 2002.

By letter dated Novenber 21, 2002, the Nebraska
Tel econmuni cations Association (NTA) requested that it Dbe
permitted to respond generically to a nunber of the inquiries
made in the investigative docket. Several NTA nenbers indicated
that all of the detailed information requested by the Initial
Order could not be conpiled and submitted by Decenber 13, 2002.

The Commi ssion received coments from two parties, the NTA
and Cox Nebraska Telcom LLC (Cox). Cox requested that its
responses be treated confidential and proprietary. Generically,
however, Cox’s responses indicated that as a relatively new
facilities-based |ocal exchange provider, the infrastructure it
has depl oyed in Nebraska consists of state-of-the-art technol ogy
which is capable of supporting high-speed Internet access in
every Nebraska market it serves. In addition to its comments,
the NTA attached what it identified as the Nebraska Information
Network (NIN) study which addresses the availability of
broadband services available in Nebraska as Appendix A
Appendix A identified by nunicipal class each exchange where
broadband Internet services are available. Appendi x A al so
identified the broadband Internet provider offering service.

The Commission first requested input to identify the true
nmeasures of the availability to quality teleconmmunications and
i nformati on services. The NTA responded that the true neasure
is whether the service which the consunmer wants is avail able at
a price the consunmer is willing to pay. The NTA's NN study
identifies exchanges where broadband Internet services are
avai | abl e. The NTA however, did not list prices or the take
rates for the broadband services by each exchange. Rather, the
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NTA stated that the pricing is available from the Conmi ssion’s
internal records or through tariffs filed with the Federal
Communi cations Comm ssion (FCC) and the take rate information is
proprietary in nature.

In response to the Commi ssion’s questions, the NTA further
commented that toll-free dial-up is virtually available at any
location in the State of Nebraska. Any Internet Service
Provider (ISP) can offer toll-free dial-up if they choose to pay
for the toll-free dial-up capability. Digital switches are now
used throughout the state. These switches currently are capable
of offering vertical services in every Nebraska exchange.
However, whether such services are deployed is determned by
econom ¢ considerations, including customer demand and provider
pricing. The NTA further responded that DS1, DS3 and T1 Iines

are available by tariff in essentially all communi ties.
However, the nunber of circuits is proprietary and may change on
a daily basis. The NTA attached a statewide fiber map to

denmonstrate where fiber is located across the state. A copy of
the statewide fiber map is added to this order as Appendix A

The fiber map does not include any fiber owned by private cable
conpani es, Lincoln Electric System (LES), Omha Public Power
District (OPPD), Nebraska Public Power District (NPPD) or Level

3. The total fiber mles which have been buried in Nebraska by
NTA nmenbers totals approximately 99,984 niles. Finally, in
response to Conmission inquiry 2.h., the NTA stated that its
menbers have upgraded technol ogies and services in response to
custonmer demands. Total gross plant investnment for NTA
conpanies for the last six years appears in Appendi x B.

OPI NI ON AND FI NDI NGS

This investigation focuses on infrastructure devel opnent
for the provision of |ocal exchange services and broadband

accessibility. The Conmission focused its inquiry on which
upgrades tel ecommuni cations carriers had nmade within the |ast
five years. The Oder was also ainmed at identifying the

carriers which are making investnents in their netwrk and
depl oyi ng broadband capabilities. The term “broadband” for the
purposes of this docket was intended to be conparable to the
FCC s definition of advanced services, which requires the
capability of supporting speeds in excess of 200 kbps in both
directions.

Recent national studies have concluded that 85 percent of
U. S. households could have access to some form of broadband by
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the end of 2002.1 However, the sane study indicated that
br oadband devel opnent and demand for that broadband capability,

although rising, is still much lower in the rural areas. In
Nebraska, a study conducted by the NIN and the NTA clainms that
82 percent of Nebraskans live in an exchange served by

broadband. O the 597 communities counted in the NN study, 41
percent of the comunities listed have DSL availability and 31
percent of the conmunities |listed have cable nodem availability
as denonstrated in Table 1 bel ow.

Table 1:

Total Availability Reported

DSL | SDN Hi gh-speed Cabl e nodem
availability availability wreless service
availability availability

Nunber of 245 24 168 190
Communi ti es

Percent of 41% 4% 28% 31%
Conmuni ties

Surveyed

The conpl ete breakdown of Nebraska comunities by exchange
and county is attached to this Order as Appendix C.  Wiile many
of the rural Nebraska conmunities have broadband availability in
sone form or another, there are some rural and sparsely
popul ated communities as denonstrated by the table in Appendix
D, which do not have broadband accessibility. According to the
press release issued by the NTA, availability of broadband is
projected to grow by about two percent per year for the next
several years

The availability of desired services, however, is Iless
meani ngful if the price for such services exceeds the consuner’s
ability to pay. Therefore, the Conmi ssion requested that

conmpani es provide the price of broadband in each exchange from

1 See Broadband Services in the Unites States: an analysis of availability and
demand, The Florida Public Service Conmission, the Ofice of Mrket
Monitoring and Strategic Analysis on behalf of the Federal State Joint
Conference on Advanced Services, Cctober 2002 (hereinafter referred to as the
“Federal State Joint Advanced Services study”).

2 See www. nt aonl i ne. net/f orns/ br oadbandr el ease. pdf, Decenber 18, 2002
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which it is provided. No prices were supplied by the NTA
initially, however, after further requests, a sanple of DSL
rates were provided. DSL rates vary with the upstream and
downstream speed and by customer location. COverall, nmonthly DSL
rates range from $35.00% to $79.95* not including the cost for a
nmodem or installation charges. Nati onal studies have indicated
that in 2001, prices for DSL and cable broadband services rose
10 percent and 12 percent respectively. Cabl e Mddem Pricing
rose froman average price of $39.40 to $44.22 while ADSL prices
rose from $47.18 to $51.67 nationally.® The Conmi ssion further
found that prices for DSL service and cable nbdem services did
not vary significantly from state to state regionally and in
nost cases did not vary at all for the larger carriers with a
presence in a nunber of states. The prices for Cox's cable
nmodem services for exanple, were the sanme in Nebraska as in
other states in which it operated. Many of the rural tel ephone
carriers file their rates, terns and conditions for their DSL
offerings in the National Exchange Carrier Association (NECA)
tariff with the FCC rather than in a state tariff. The rates
listed in the NECA tariff for DSL service did not vary
significantly fromstate to state.

Since the inception of the Nebraska Universal Service Act
through the 2001-2002 fiscal year, the Conmission' s Universa
Service Fund has paid a total of $107.5 mllion to
tel ecommuni cations providers. According to Conmi ssion data,
Nebraska | ocal exchange carriers have invested alnost $3 billion
dollars in the Nebraska teleconmunications infrastructure.®
Nearly $166 million was invested in infrastructure in 2001 and
over $373 million dollars has been invested since the passage of
the Tel ecommuni cations Act of 1996.7 Included in the anount paid
from the NUSF fund is the NUSF waiver paynents granted in
Application No. NUSF-7. NUSF-7 was a vehicle whereby additional
support was applied for by a nunber of carriers and was granted

% $35.00 was the | owest cost for a downl oad speed of 256 kbps offered in a
“bundl ed” service, that is the price was conditional upon the purchase of
other services with the carrier.

4 This price generally was for the speeds in excess of 512 kbps. Additional
nmodem and installation charges al so applied.

5 See the Federal State Joint Advanced Services study at p. 36.

6 This data was col |l ected by Commission staff fromthe annual reports of
t el ecommuni cations carriers.

" This nunmber excludes certain investnents nmade by a handful of telephone
cooperatives which historically have not supplied this information in their
annual reports to the Conmm ssion.
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on a case by <case basis to 13 telephone conpanies and
cooperatives® in the ampunt of $8,210, 436. As a result of the
addi ti onal support, these 13 conpanies have nade total
infrastructure investments of $76, 825, 304.°

Goss plant in service expenditures have been steadily
i ncreasi ng. On a percentage basis Table 2, produced from the
data collected through annual reports, denonstrates an increase
in the year-to-year gross plant in service since 1999.

Table 2:
Total Year-over-Year Gross Plant In Service
Expenditure Increase
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W find that this docket should remain open to further
track infrastructure developnent in Nebraska. This docket
shoul d be used as a tool to ensure that Nebraskans are receiving
quality teleconmunications services throughout the state from
i ncunbent and conpetitive local exchange carriers.

ORDER
IT IS THEREFORE ORDERED by the Nebraska Public Service

Commi ssion that this investigative docket renain open to further
track infrastructure devel opnent in Nebraska.

8 These entities include: O arks Tel ecommunications, Curtis Tel ephone Conpany,
Dal ton Tel ephone Conpany, Elsie Conmunications, d enwod Tel ephone, G eat
Pl ains  Communi cati ons, Hemi ngford Cooperative Tel ephone Association,
Henderson Cooperative Tel ephone, Hershey Cooperative Telephone, Huntel,
Nebcom Northeast Nebraska Tel ephone, and Three R ver Tel co.

® This nunber represents the total conpany investnment reflected in the
currul ati ve applications received in NUSK 7 since 1999.
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IT IS FURTHER ORDERED that a copy of this report and order
shal | be served wupon the Lieutenant Gover nor and the
Transportation and Tel ecommunications Committee Menbers of the
Nebr aska Legi sl ature.

MADE AND ENTERED at Lincoln, Nebraska, this 1st day of
April, 2003.

NEBRASKA PUBLI C SERVI CE COW SSI ON
COVMM SS| ONERS CONCURRI NG
Chair

ATTEST:

Executive Director



