
  ORDER NO. 09-483 
  ENTERED 12/10/09 
 

 
 

BEFORE THE PUBLIC UTILITY COMMISSION 
 

OF OREGON 
 

UM 1451, UA 149 
 
 

In the Matters of 
 
MALHEUR HOME TELEPHONE 
COMPANY 
 
Application for an Order Approving 
Transaction and Request for Expedited 
Consideration                               (UM 1451) 
 
and 
 
QWEST CORPORATION and  
MALHEUR HOME TELEPHONE 
COMPANY 
 
Joint Application for an Order Unallocating 
and Transferring Rights to Allocated 
Territory from Malheur to Qwest    (UA 149) 

  
 
 
 
 

ORDER 

 
 

DISPOSITION:  APPLICATIONS FOR APPROVAL OF TRANSACTION 
AND FOR TRANSFER OF RIGHTS GRANTED 

 
I. INTRODUCTION 

 
 In this Order, we address two consolidated dockets regarding Malheur Home 

Telephone Company’s (Malheur) proposed merger with Qwest Corporation (Qwest).  First, 
we grant Malheur’s Application for an Order Approving Transaction and Request for 
Expedited Consideration, subject to the terms of a stipulation filed on November 18, 2009.1  
Second, we grant Qwest’s and Malheur’s Joint Application for an Order Unallocating and 
Transferring Rights to Allocated Territory from Malheur to Qwest.  Finally, we declare that 
we have no objections to Malheur’s and Qwest’s request to the Federal Communications 
Commission (FCC) for a waiver of the definition of “study area” to modify Qwest’s study 
area to include that of Malheur.   
 
  
                                                 
1 As corrected by errata filings November 30 and December 1, 2009. 
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II. PROCEDURAL HISTORY 
 

 On July 29, 2009, Malheur and Qwest filed a joint application with the Public 
Utility Commission of Oregon (Commission) for an order unallocating and transferring 
rights to allocated territory from Malheur to Qwest, Malheur's parent company (Docket 
UA 149).  On September 4, 2009, Malheur applied for an order from the Commission 
approving an intra-corporate transaction in which Malheur would be consolidated with 
Qwest (Docket UM 1451).  The parties requested expedited treatment, noting that the 
effective date of the proposed transaction is set for December 14, 2009.  A prehearing 
conference was held on October 6, 2009, and the two dockets were consolidated by 
Administrative Law Judge Ruling on October 8, 2009.   

 
 After settlement conferences, discovery, and the companies' provision of 

notice to customers of the proposed transaction, on November 18, 2009, Malheur Bell, 
Qwest, the Citizens’ Utilities Board of Oregon (CUB) and Commission Staff (Staff) 
(collectively Stipulating Parties) filed a stipulation with the Commission.  The Stipulating 
Parties agreed that the Commission should approve Malheur’s application subject to the 
Stipulation’s conditions, and that the Commission should approve the proposed transfer of 
rights to allocated territory from Malheur to Qwest.  The Stipulating Parties subsequently 
filed two errata to the Stipulation to add missing attachments and correct typos.2  A copy of 
the Stipulation, as corrected, is attached as Appendix A.  

 
 At the Commission’s December 8, 2009 Public Meeting, Staff recommended 

that the Commission (1) approve Malheur’s application, subject to the Stipulation; 
(2) approve Qwest and Malheur’s joint application for transfer of rights to allocated territory; 
and (3) declare that it has no objections to the joint applicants’ request to the FCC for a 
waiver of the definition of “study area.”  Staff’s recommendations are described in Staff’s 
Report, which is attached as Appendix B. 
 

III. DISCUSSION 
 
A. Legal Standards 
 
 In its UM 1451 Application, Malheur requests approval of its consolidation 
with Qwest pursuant to Oregon Revised Statute (ORS) 759.375 and Oregon Administrative 
Rule (OAR) 860-027-0025.  The legal standard for the companies’ consolidation is whether 
it will be consistent with the public interest and result in no harm to customers.  With regard 
to the UA 149 application, ORS 759.560 and OARs 860-025-0027 and 860-034-0490 govern 
the transfer of allocated territory.  The statute and rules require a finding that the transfer is 
not contrary to the public interest.   
 
  

                                                 
2 Attachments were added to Exhibits A & B and typos were corrected on pgs. 10 & 11. 
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B. Issues 
 

1. Application in Docket UM 1451:  Consolidation of Malheur into Qwest 
 

a. Background and Stipulation 
 
 Malheur currently provides local exchange and intraLATA toll telephone 
services to approximately 11,000 customers in four exchanges in Malheur County (Ontario, 
Nyssa, Oregon Slope, and Vale).  On September 4, 2009, Malheur filed an application for 
approval of an intra-corporate transaction in which Malheur’s parent company, Qwest, would 
consolidate all of Malheur’s operations, facilities, assets, property, and customer accounts 
into Qwest’s Oregon operations.  The application asserted that the transaction would be 
seamless to customers, and that Qwest’s increased scale and scope would allow Qwest to 
better serve customers and to increase administrative and networking efficiencies.  The 
application further asserted that the transaction would not harm Malheur customers, would be 
consistent with the public interest, and while a net benefit to customers was not required for 
approval, Malheur’s customers would in fact benefit from the transaction because they would 
have a wider variety of service packages. Malheur and Qwest mailed to all Malheur 
customers notice letters advising them of the transaction, of any rate changes resulting from 
the transaction, and of the customers’ rights to petition the Commission to investigate any 
rate increases.   
 
 Qwest and CUB joined the docket as parties, and after holding settlement 
conferences, the parties ultimately reached settlement and filed a stipulation designed to 
settle all issues in dispute.  Under the Stipulation, on the effective date of the companies’ 
consolidation, Qwest will withdraw Malheur’s tariffs and Malheur customers will become 
Qwest customers.  Staff notes that to effectuate the consolidation, Qwest seeks to align 
Malhuer’s rates with those of Qwest.  The stipulating parties agree that the Nyssa exchange 
will be classified as a Rate Group 2 exchange after the consolidation, resulting in no rate 
increases to basic residential services for Malheur’s former Nyssa exchange customers, and a 
slight decrease to basic business exchange rates.  In order to avoid any rate increases in basic 
services for Malheur customers, and to achieve consistency with established Commission 
rate calculation methods, Qwest and Malheur agree to re-classify the Ontario exchange as 
Rate Group 1, resulting in a monthly rate reduction for Ontario customers.  Finally, regarding 
the Vale and Oregon Slope exchanges, the Stipulating Parties ask that the Commission begin 
an investigation proceeding in 2010 to review the costs to serve these two exchanges.  The 
investigation may result in a slight increase in the monthly basic local exchange rates in Vale 
and in Oregon Slope.  The Stipulating Parties ask that the Commission not impose any rate 
increases until January 2011, at the earliest.  Vale and Oregon Slope customers have received 
notice of the Stipulating Parties’ intent to request an investigation, and of the potential for a 
slight rate increase as a result of such an investigation.   

 
 Staff notes that because Qwest already wholly owns Malheur, there are no 
significant financial issues with regard to the companies’ consolidation.  Staff states that the 
companies’ consolidation will benefit customers by attaining operating and expense 
efficiencies, reducing administrative overhead costs, and providing a wider array of service  
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packages and bundles.  Staff also lists the following additional reasons for approval of the 
parties’ Stipulation: 
 

• Service Quality:  Malheur does not currently report service quality measures, but 
Qwest will do so for the four Malheur wire centers.  Qwest will also provide 
certain data to enable Commission Staff to determine if any declines in service 
quality occur after the consolidation. 

• Interconnection Agreements:  Agreements will be transferred to Qwest, and terms 
will be extended for one year from consolidation for carriers without a current 
Qwest agreement.   

• Oregon Universal Service Fund (OUSF):  The transaction will not impact OUSF 
funding requirements in the near-term.  Qwest will continue to receive support for 
Malheur at the current level until the next evaluation of support levels, at which 
time support will be calculated consistent with the determination of Qwest’s 
support. 

• Extended Area Service (EAS):  Malheur’s existing EAS rate structure will remain 
in place and no rates will be increased as a result of the consolidation. 

• Intrastate Switched Access Rates:  Rates will be reduced by 24 percent per minute 
on average. 

• Basic Local Exchange Rates:  Ontario customers will benefit from rate reductions.  
Nyssa customers will experience no rate increases.  Oregon Slope and Vale 
customers will experience no rate increase for at least one year. 

 
b. Resolution 
 

 We conclude that Malheur’s consolidation into Qwest, subject to the terms of 
the Stipulation and its two Stipulation Errata, is consistent with the public interest and does 
not result in harm to customers.  After reviewing the parties’ Stipulation and Staff’s 
recommendation, we find that the consolidation will increase efficiency, reduce 
administrative expenses, and benefit customers with either the same or reduced rates.  We 
approve the opening of an investigation proceeding in 2010 to review the costs to serve in the 
Vale and Oregon Slope exchanges, and require that no increase in rates should be imposed on 
Vale and Oregon Slope customers until January 2011, at the earliest.  
 

2. Application in Docket UA 149:  Transfer of Rights to Allocated Territory 
 

 a. Background 
 
 On July 29, 2009, Qwest and Malheur applied for an order unallocating and 
transferring rights to allocated territory from Malheur to Qwest.  In their Joint Application, 
Malheur and Qwest noted that Malheur, which is currently a wholly-owned subsidiary of 
Qwest, would be consolidated into Qwest in order to streamline corporate operations and 
gain operating efficiencies.  The parties stated that the transfer would not be contrary to the 
public interest because Malheur customers would still be served by the same network, but 
with access to more products and services. The Stipulating Parties recommend that we grant 
the Joint Application. 
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b. Resolution 
 

 We find that the transfer of allocated territory from Malheur to Qwest is not 
contrary to the public interest.  The transfer will permit Malheur to consolidate with Qwest, 
resulting in the benefits to customers noted in section B.1 of this Order. 
 

3. Request for FCC Waiver   
 

a. Background 
 

 Because the FCC rules froze all study area boundaries effective November 15, 
1984, the FCC must grant a waiver of its rules to change any study area boundaries after that 
date.  As part of its evaluation of a waiver request, the FCC requires a petitioning company to 
submit a statement from the appropriate state commission that it does not object to the waiver 
request.  The Stipulating Parties request that this Commission affirmatively declare that it 
does not object to a waiver of the definition of “study area” contained in the Appendix-
Glossary of Part 36 of the FCC’s rules.  The Stipulating Parties support the Commission’s 
issuance of a declaration so that Qwest may obtain FCC approval to incorporate Malheur’s 
area within its study area boundaries. 
 

b. Resolution 
 
 We affirmatively declare that we do not object to a waiver of the definition of 
“study area” contained in the Appendix-Glossary of Part 36 of the Federal Communications 
Commission’s rules.   
 

III. ORDER 
 

IT IS ORDERED that:   
 

1. The Application of Malheur Home Telephone Company for an Order 
Approving Transaction and Request for Expedited Treatment is 
APPROVED, subject to the terms of the Stipulation among Malheur Bell 
Home Telephone Company, Qwest Corporation, the Citizens’ Utilities 
Board of Oregon, and the Staff of the Public Utility Commission of 
Oregon filed on November 18, 2009, and as amended by the Stipulation 
Errata filed on November 30, 2009 and December 1, 2009. 

 
 
















































































