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Stefanie Brand, Esq., Director, Division of Rate Counsel
BY THE BOARD:

The Legislature has authorized the Board to address changes in technology and the structure
of the telecommunications industry, and to modify the regulation of competitive services to
promote economic development in New Jersey. Telecommunications Act of 1992, N.J.S.A.
48:2-21.16 et seq. By letter dated November 14, 2007, Verizon New Jersey (“VNJ") requested
that the New Jersey Board of Public Utilities (“Board”) initiate a review of the current state of
competition in the telecommunications market in New Jersey as to mass market retail services
provided by incumbent local exchange carriers (“ILECs"), which led to a proceeding in In the
Matter of the Board Investiqation Regarding the Reclassification of Incumbent Local Exchange
Carrier (ILEC) Services As Competitive, BPU Docket No. TX07110873; and I/M/O_the
Application of United Telephone Company of New Jersey Inc. d/b/fa Embarg for Approval of a
Plan for Alternative Requlation, BPU Docket No. TOG8060451 (“ILEC Proceeding”).

Following extensive discovery, testimony and hearings in the ILEC Proceeding, on May 30,
2008, Verizon, on behalf of itself, Board Staff and Rate Counsel, submitted a proposed
stipulated settiement to the Board for approval. A similar agreement was filed by CenturyLink,
on June 27, 2008. By Order dated August 20, 2008, the Board accepted both stipulations. The
key provisions of the agreements are as follows:

+« With the exception of residential basic exchange service including usage, single-line
business basic exchange service, non-recurring charges for installation of residential
services, and residential DA service, the remainder of CenturyLink’s and Verizon NJ’s
mass market retail services were classified as competitive. The companies were
permitted to adjust rates for the four rate regulated services on an annual basis for three
years as follows:



(a) Residential basic exchange service: Verizon NJ's rate of $8.95 per month could
rise to no more than $16.45 per month in the third year. CenturyLink’s rate of
$7.95 could rise to more than $15.45 per month in the third year.

{b) Single-line business basic exchange service: Verizon NJ's rate of $15.00 could
rise to no more than the multi-line business rate or $25.50 per month (whichever
is lower} in the third year. CenturyLink's rate of $16.40 could rise to more than
$25.50 per month in the third year.

(c) Non-recurring charges for installation of residential services: Verizon NJ's rate
of $42.35 could rise to no more than $50.00 in the third year. CenturyLink’s rate
of $25.00 could rise to no more than $30.00 in the third year.

(d) Residential DA service: Callers receive two (2) free call(s) per month. Once the
monthly free call allowance has been exceeded, CenturyLink and Verizon NJ
could charge no more than $1.50 per chargeable DA call for the third year.

In addition, the agreement called for a further proceeding to re-evaluate the competitiveness of
retail services. Specifically the Parties agreed to the following:

The Board shall initiate a proceeding to re-evaluate the competitiveness of the
[four rate regulated] services...within ninety (90) days after the third anniversary
of the effective date of the appropriate tariffs reflecting the first year increases.
The rate caps shall remain in effect until the conclusion of that proceeding. As
part of that proceeding, Rate Counsel may seek reclassification of any retail
mass market competitive services...

[see ILEC Proceeding Order at 43].

Based upon the above, the Board at this time will conduct a full investigation and initiate
hearings in this regard as described in the Stipulation, pursuant to N.J.S.A. 48:2:21.19(b), to
review the necessary criteria. Specifically, the Board seeks to determine if ILEC services
satisfy the necessary elements of ease of market entry, presence of other competitors, and
availability of like or substitute services in the relevant geographic area.

In order {o provide a full record and to allow for an inclusive and transparent process, the Board
proposes to conduct this hearing with the input of any and all interested parties. ILEC providers
in the State that seek such competitive status are invited to intervene in this matter.
Additionally, the Board welcomes the input of Rate Counsel, and any other interested parties
with the intent of providing insight into the process. Because of the possibility of significant
participation and the number and complexity of the issues that must be examined, the Board
HEREBY DIRECTS Board Staff, with the Attorney General's Office, to convene a Pre-Hearing
Conference with any and all interested parties. Among other things, parties should be prepared
to discuss the issues to be addressed and an appropriate scheduie.
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Based upon the nature of the issues in question and the scope of these proceedings, the Board
HEREBY DETERMINES that it will retain jurisdiction over this matter. Finally, the Board
HEREBY DIRECTS Staff to provide an electronic copy of this Order to registered
telecommunications providers in the State, as well as to any other parties the Staff believes
may have an interest in this matter, and to post this Order on the Board's website.

DATED: BOARD OF PUBLIC UTILITIES
IO/ 13 / /| BY:

LEEA. SOLOMON
PRESIDENT

JOSEPH L. FIORDALISO
COMMISSIONER

Vsl L

NICHOLAS ASSELTA
COMMISSIONER

ATTEST:
KRISTI 12ZZO
SECRETARY
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