
May 06, 2005

Public Utility Commission of Oregon
Attn: Filing Center
550 Capitol Street N.E. #215
Salem, Oregon 97308-2148

RE: Affiliated Interest Joint Application of CenturyTel of Oregon, Inc. and CenturyTel of
Eastern Oregon, Inc.

Enclosed for filing please find an original and five copies of the Joint Application of
CenturyTel of Oregon, Inc. and CenturyTel of Eastern Oregon, Inc. for approval of a
services agreement with CenturyTel Holdings Missouri, Inc.

Thank you for you attention to this matter.

Sincerely,

Calvin K. Simshaw
Assoc. General Counsel - Regulatory



BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UI 230

In the Matter of the Application of )
CenturyTel of Oregon, Inc. and )
CenturyTel of Eastern Oregon, Inc. for )
Approval of a Service Agreement )
with CenturyTel Holdings Missouri, Inc. )

JOINT APPLICATION

CenturyTel of Oregon, Inc. and CenturyTel of Eastern Oregon, Inc. (“Joint

Applicants”) hereby seek authority pursuant to ORS 759.390 to engage in affiliated

interest transactions with CenturyTel Holdings Missouri, Inc. In support of this joint

application, Joint Applicants make the following statements providing information in the

manner and form set forth in (OAR 860-27-040 (2)):

1. (OAR 860-27-040 (2) (a)): The exact name and principal business office

address of Joint Applicants are:

CenturyTel of Oregon, Inc.
8102 Skansie Ave.
Gig Harbor, WA 98332

CenturyTel of Eastern Oregon, Inc.
8102 Skansie Ave.
Gig Harbor, WA 98332
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2. (OAR 860-27-040 (2) (b)): The name and address of the person

authorized to receive notices, inquiries, and communications for CenturyTel regarding

this application is:

Ken Buchan
Manager, Regulatory Finance
100 CenturyTel Drive
Monroe, LA 71203

(318) 362-1538
ken.buchan@centurytel.com

3. (OAR 860-27-040 (2) (c)): Both Joint Applicants, CenturyTel of Oregon,

Inc., and CenturyTel of Eastern Oregon, Inc. are one hundred percent owned by

CenturyTel of the Northwest, Inc. (f/k/a Pacific Telecom, Inc.) which is in turn one

hundred percent owned by CenturyTel Holdings, Inc., which is in turn one hundred

percent owned by CenturyTel, Inc. CenturyTel Holdings Missouri, Inc. is one hundred

percent owned by CenturyTel Holdings, Inc., which in turn is one hundred percent owned

by CenturyTel, Inc. Therefore Joint Applicants and CenturyTel Holdings Missouri, Inc.

are ultimately owned and controlled by CenturyTel, Inc. and are affiliates under ORS

759.010.

4. (OAR 860-27-040 (2) (d)): Neither Joint Applicants nor CenturyTel

Holdings Missouri, Inc. holds any voting securities in each other. However, as noted in

Paragraph 3, the voting securities of both Joint Applicants and CenturyTel Holdings

Missouri, Inc. are ultimately held and controlled by CenturyTel, Inc.

5. (OAR 860-27-040 (2) (e)): A list of all individuals who are officers or

directors of CenturyTel Holdings Missouri, Inc. and are also officers or directors of the

Joint Applicants is as follows:
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Officers Directors

Glen F. Post, III Glen F. Post, III
Karen A. Puckett Stacey W. Goff
Stacey W. Goff R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
David D. Cole
Michael A. Maslowski
Neil A. Sweasy
G. Clay Bailey
Kay C. Buchart

6. (OAR 860-27-040 (2) (f)): No officer or director is a party to the contract.

7. (OAR 860-27-040 (2) (g)): The services to be provided to Joint

Applicants by CenturyTel Holdings Missouri, Inc. are described in the service agreement,

a copy of which is included with this joint application as Attachment No. 1. The services

to be provided are in the areas of operational supervision, maintenance of telephone plant

facilities, technical advice and assistance, customer service, engineering/construction,

facilities assignments, trouble reporting, fleet management, and other services.

The costs incurred by CenturyTel Holdings Missouri, Inc. to provide the services

will include expenditures customarily associated with these types of activities including:

salaries, wages, and other compensation of personnel performing the services; travel and

other expenses of such personnel; office expenses including rent, telephone, heating,

power, postage, office supplies; maintenance and depreciation of furniture, vehicles,

computers and other equipment used in performance of the service; taxes; and insurance.

CenturyTel Holdings Missouri, Inc. does not sell the services subject to the

agreement on the open market. However, Joint Applicants assert that CenturyTel

Holdings Missouri, Inc. is an efficient provider of the services covered in the agreement.

As such there is no reason to believe that the market value of the services would differ
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from CenturyTel Holdings Missouri, Inc. costs and in no event would be less than those

costs. The agreement provides that CenturyTel Holdings Missouri, Inc. costs allocated to

Joint Applicants shall not exceed the costs that Joint Applicants would pay for provision

of these same services without the benefit of CenturyTel Holdings Missouri, Inc.

8. (OAR 860-27-040 (2) (h)): Joint Applicants estimate that the amount they

will pay to CenturyTel Holdings Missouri, Inc. for the services rendered will be

approximately $309,000 per year for CenturyTel of Oregon, Inc. and $315,000 per year

for CenturyTel of Eastern Oregon, Inc. Joint Applicants will record the payments in the

following accounts:

Account No.

Network Operations 6530
Marketing 6610
Executive and Planning 6710
General and Administrative 6720
Non-Regulated 7990Network Operations

6530
Marketing 6610
Services 6620

9. (OAR 860-27-040 (2) (i)): Joint Applicants and their customers will

benefit from the services obtained from CenturyTel Holdings Missouri, Inc. The services

to be rendered by CenturyTel Holdings Missouri, Inc. are essential to Joint Applicants’

ability to provide high quality local exchange telecommunications services at reasonable

prices. Joint Applicants submit that obtaining these services from CenturyTel Holdings

Missouri, Inc. has definite advantages over either trying to self-provision these services

or obtaining them from a provider outside of the CenturyTel corporate holdings.

CenturyTel Holdings Missouri, Inc. has been able to capitalize on economies of

scope and scale in the provision of these services. This is particularly the case in the
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maintenance and operation of various systems relating to operations, finance,

administrative, management, engineering, and customer service. Joint Applicants could

not capture the same economies of scope and scale if they attempted to self-provision

these services.

The various CenturyTel Holdings Missouri, Inc. systems have the added

advantage of having been developed specifically to address the unique needs and

challenges associated with providing telecommunications services in rural and small

town areas. Essentially all of the CenturyTel Holdings Missouri, Inc. affiliated local

exchange carrier operating entities serve territories and markets similar to Joint

Applicants’. The CenturyTel Holdings Missouri, Inc. personnel are experienced and

knowledgeable in the provision of service to rural areas. They are in effect rural service

experts. This expertise would most likely be lost if Joint Applicants were to go outside of

the CenturyTel corporate structure to obtain the services that CenturyTel Holdings

Missouri, Inc. provides.

Joint Applicants’ customers derive benefit from the services provided by

CenturyTel Holdings Missouri, Inc. in the form of higher quality telecommunications

services at lower prices. The economies of scope and scale presented by CenturyTel

Holdings Missouri, Inc. operations allow Joint Applicants to keep their costs down. It is

also the case that the services provided by CenturyTel Holdings Missouri, Inc. are

specifically tailored for, and suited to, utilization in the provision of telecommunications

services to customers in rural and small town areas. This helps Joint Applicants to

overcome or at least mitigate factors inherent in rural demographics that might otherwise

adversely affect quality of service.
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10 (OAR 860-27-040 (2) (j)) Joint Applicants did not utilize a competitive

bid process in the selection of CenturyTel Holdings Missouri, Inc. to be the provider of

the services that are the subject of this joint application. Joint Applicants submit that

such a process would not be in the best interests of themselves or their customers, as it

would not result in lower costs or higher quality services. The nature of the services

rendered is such that they are most effectively acquired through a centralized regional

and or corporate function. This approach is very common amongst telecommunication

holding company systems with operations in multiple states.

CenturyTel Holdings Missouri, Inc. is able to provide all of the services in a

coordinated package. That is, the various systems underlying the services are designed to

be combined with each other to support an operating local exchange carrier in a rural

service territory. Joint Applicants are not aware of any outside vendor that could provide

all of these support systems in a single and coordinated package. Even if various

individual systems were available from outside vendors, there is no assurance that they

would be compatible with the other systems that Joint Applicants would need to utilize in

order to create the total package.

11. (OAR 860-27-040 (2) (k)) N/A

12. (OAR 860-27-040 (2) (l)) A copy of the Service Agreement between Joint

Applicants and CenturyTel Holdings Missouri, Inc. is included herewith as Attachment

No. 1.

13. (OAR 860-27-040 (2) (m)) It is not Joint Applicants’ practice to require a

resolution from its board of directors in order to execute this type of service agreement.
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Based upon the foregoing, Joint Applicants assert that the Service Agreement

presented in this application is fair and reasonable and not contrary to the public interest

and therefore meets the standard for approval under ORS 759.390(3). Joint Applicants

respectfully request that the Commission authorize the affiliated interest transactions

embodied in the Service Agreement.

Submitted this __ day of May 2005.

CENTURYTEL OF OREGON, INC.
CENTURYTEL OF EASTERN OREGON, INC.

By: __________________________
Calvin K. Simshaw
Associate General Counsel






























