
Agenda Date: 7/11/08
Agenda Item: IVC

STATE OF NEW JERSEY
Board of Public Utilities

Two Gateway Center
Newark, NJ 07102
www.ni.Qov/bDu/

TELECOMMUNICATIONS

IN THE MATTER OF THE BOARD INVESTIGATION
REGARDING THE RECLASSIFICATION OF INCUMBENT
LOCAL EXCHANGE CARRIER (ILEC) SERVICES AS
COMPETITIVE

ORDER SETTING
PUBLIC HEARING

DOCKET NO. TXO7110873

IN THE MATTER OF THE APPLICATION OF
UNITED TELEPHONE COMPANY OF NEW JERSEY,
INC. d/b/a EMBARQ FOR APPROVAL OF A PLAN FOR
AN ALTERNATIVE FORM OF REGULATION DOCKET NO. TOO8060451

(SERVICE LIST ATTACHED)

BY THE BOARD:

By Order dated November 28, 2007, the Board determined that it is appropriate at this time to
conduct a full investigation of and hearing on whether incumbent local exchange carrier (ILEG)
provided mass market retail services should be declared competitive pursuant to N.J.S.A. 48:2-
21-19 (b), after review and consideration of the necessary criteria.

Subsequent to the hearings in the above referenced matter, on June 27, 2008, United
Telephone Company of New Jersey, Inc. d/b/a Embarq (Embarq), filed a petition with the Board
for approval of a proposed Plan for An Alternative Form of Regulation (PAR) as authorized by
N.J.S.A 48:2-21.8. If the Board approves Embarq's proposed PAR, Embarq would no longer be
subject to traditional utility rate base, rate of return regulation. In evaluating Embarq's request,
the Board must determine whether the proposed PAR: (1) will ensure the affordability of
protected telephone services; (2) will produce just and reasonable rates for telecommunications
services; (3) will not unduly or unreasonably prejudice or disadvantage a customer class or
providers of competitive services; (4) will reduce regulatory delay and costs; (5) is in the public
interest; (6) will enhance economic development in the State while maintaining affordable rates;
(7) contains a comprehensive program of service quality standards, with procedures for board
monitoring and review; and (8) specifically identifies the benefits to be derived from the
alternative form of regulation. N.J.S.A.48:2-21.18(a).

In addition, by letter dated June 27, 2008, Embarq submitted a proposed settlement of all
Embarq issues in Docket No. TX07110873 for Board approval. Under the terms of the proposed
settlement, some of Embarq's retail mass market services would be declared competitive and
no longer subject to rate regulation by the Board, while others would remain rate regulated.



Rate increases are requested for the services that would remain subject to regulation under
Embarq's proposed PAR. The services that would remain rate regulated are residential basic
exchange service; basic business service; residential directory assistance service; and non-
recurring charges for installation of residence service.

Approval of a proposed plan for alternative regulation and of rate adjustments for regulated
services is only permitted after notice, hearing and Board review, and determination that the
rates for regulated services remain just and reasonable. Accordingly, to aid the Board in its
review of the proposed settlement and of Embarq's proposed PAR, it is HEREBY ORDERED
that one public hearing be held on August 7,2008, at 7p.m. at

Council Chambers
Clinton Municipal Building
43 Leigh Street
Clinton, New Jersey 08809

to receive input from the public on both the proposed form of regulation and the proposed
Stipulation and Agreement. Copies of the proposed PAR and the proposed Stipulation and
Agreement are available for inspection at the Board's Newark offices during regular business
hours and also can be found on the Board's website at www.bpu.state.n).us. It is FURTHER
ORDERED that Embarq publish notice of the public hearing in the form of Exhibit C attached
hereto, in publications of general circulation within its service territory.
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NOTICE OF I=ILING & PUBLIC HEARING

IN THE MATTE:R OF THE APPLICATION OF
UNITED TELEPHONE COMPANY OF NEW JERSEY, INC. d/b/a EMBARQ

FOR APPROVAL OF A PLAN FOR AN
ALTERNATIVE FORM OF REGULATION

BPU DOCKET NO. TO08060451

IN THE MATTER OF THE BOARD INVESTIGATION
REGARDING THE RECLASSIFICATION OF

INC;UMBENT LOCAL EXCHANGE CARRIER (ILEC)
SERVICES AS COMPETITIVE

BPU DOCKET NO. TX0711 0873

Please Take Notice that on June 27,2008, United Telephone Company of New Jersey,
Inc. d/b/a Embarq (Embarq) filed a request with the New Jersey Board of Public Utilities
(Board) seeking approval of a proposed Plan for An Alternative Form of Regulation
(PAR). Pursuant to Embarq's proposed PAR, Embarq would no longer be subject to
traditional utility rate base, rate of return regulation by the Board. Under a PAR, rates
may be based on, among other things, "the use of an index, formula, price caps or zone
of rate freedom." N.J.S.A. 48:2-21.17. In evaluating Embarq's request, N.J.S.A. 48:2-
21.18(a) requires the Board to review Embarq's proposed PAR and authorizes the Board
to approve the proposed PAR if the Board finds the proposed PAR: (1) will ensure the
affordability of protected telephone services; (2) will produce just and reasonable rates
for telecommunications services; (3) will not unduly or unreasonably prejudice or
disadvantage a customer class or providers of competitive services; (4) will reduce
regulatory delay and costs; (5) is in the public interest; (6) will enhance economic
development in the State while maintaining affordable rates; (7) contains a
comprehensive program of service quality standards, with procedures for board
monitoring and review; and (8) specifically identifies the benefits to be derived from the
alternative form of regulation.

Please Take Further Notice that by Order dated November 28,2007, the Board
initiated a full investigation of and hearing on the question of whether incumbent local
exchange carrier (ILEG) provided mass market retail services, including basic local
exchange service, should be declared competitive pursuant to N.J.S.A. 48:2-21-19 (b)
(ILEG Proceeding). Embarq submitted documentation supporting its contention that its
mass market retail services should be deemed competitive. In the event that certain of
Embarq's services are deemed competitive, the Board would no longer regulate the
rates, terms and conditions of service, rate base, rate of return, or cost of service of
those competitive services.

Please Take Further Notice that a Stipulation and Agreement has been filed with the
Board in the PAR and ILEC Proceedings. The Stipulation and Agreement recommends
that the Board approve Embarq's proposed PAR and declare many of Embarq's services
to be competitive pursuant to N.J.S.A. 48:2-21.19. While the Stipulation and Agreement
recommends that most, but not all, of Embarq's retail mass market telecommunications
services be declared competitive, pursuant to the terms of the Stipulation and



Agreement, the following services will remain rate regulated services, and will be subject
to the following rate caps for the years identified:

Service Current Rate Year 1 Year 2 Year 3

Basic Residential
Service

$7.95 (touch tone

charge included)

$10.95 $13.45 $15.45

$16.40 (touch tone
charge included)

$19.20 $22.00 $25.50Basic Business
Service

Residence

Directory
Assistance

$0.20 wi 10 free
calls

$1.25 wi 2
free calls

$1.50 wi 2
free calls

$1.50 wi 2
free calls

$25.00Non-Recurring
Charges for
Installation of
Residential
Services

This non-recurring charge may be increased
up to $5.00 over 3 years, with the possibility
that the increase be implemented during the
first year.

Rates for Lifeline service will not be increased under the Stipulation and Agreement.

Please Take Further Notice that the Board will hold a public hearing to gather input
from the public concerning Embarq's proposed PAR and the Stipulation and Agreement,
A public hearing has been scheduled at the following time and location:

August 7,2008, at 7:00 p.m.
Council Chambers
Clinton Municipal Building
43 Leigh Street
Clinton, New Jersey, 08809

Any interested entity or member of the public who wishes to make a statement or
comment with respect to either the proposed PAR or the Stipulation and Agreement
should attend the public hearing. In order to encourage full participation in this
opportunity for public comment, please submit any requests for needed
accommodations, including an interpreter, listening devices, or mobility assistance, 48
hours prior to the hearing, to the attention of Kristi Izzo, Secretary, Board of Public
Utilities, Two Gateway Center, 8th floor, Newark, NJ 07102.

In addition, members of the public can send written comments to Kristi Izzo, Secretary of
the Board at Two Gateway Center, Newark, N.J. 07102. These written comments must
be received by August 8, 2008. Comments should be identified with the applicable
heading, I/M/a The ADDlication of United TeleDhone ComDanv ofNe~ J~rs.~v, 'pc. d/b/a
Embara for ADDroval of a Plan for an Alternative Form ofRe~ulagon, including the
Docket No. TO08060451 , and/or I/M/O The Board Investiaation Reaardina the



Reclassification of Incumbent Local Exchanae Carrier (ILEC) Services as Competitive,
including the Docket Number TX0711 0873, as appropriate.

Further, this notice, the Stipulation and Agreement, the proposed PAR and the list of all
services affected may be inspected either on the Board's website at www.ni.Qov/bpu or
during regular business hours at the Board of Public Utilities, Two Gateway Center, 8th
Floor, Newark, NJ 07102.


