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Phantom Circuit Apparatus.

Balancing resistance or other compensating apparatus should be
inserted in the through side of a phantom group at the point
where the other side circuit is terminated.

If one circuit of a phantom group is equipped with composite
sets or composite ringers, the other side should be similarly
equipped and the sets or ringers used on the two sides of the
phantom group at any given point should have closely the same
impedance characteristics.

Series Apparatus.

Where series apparatus, such as series condensers of'a com-
posite set is applied to toll circuits, those parts inserted in each
side of a circuit should have closely the same electrical character-
istics.

Coils.

Loading coils should be so designed, constructed and installed
as to insert closely equal impedance in each wire of a circuit.
Loading coils should be located as nearly as practicable at neutral
or balanced points of the transposition system. In the design,
construction, installation and maintenance of loading coils, efforts
should be made to secure permanency of characteristics.

The coils employed for phantoming, compositing, simplexing or
sectionalizing communication circuits should be as closely bal-
anced as practicable. If in any case unbalanced coils are necessary,
they should be isolated by properly balanced repeating coils.

The windings of retardation coils connected to the two sides
of the same metallic circuit should have closely equal self-
impedances. The coils of the different circuits should be equipped
with suitable cases or so installed as to have negligible mutual

impedances.

Condensers.

-

The condensers employed in composite sets, signaling devices,
etc., should have adequate balance of admittance to groTnd.

Ringing and Signaling Equipment.

The unbalance introduced by ringing or signaling equipment
should be limited, in so far as is necessary and practicable.
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Central Office Circuita
Central office circuits are to be so designed, installed and main-
tained that any connection between toll circuits and subscribers’

circuits may be made through repeating coils.
Attention should be given to the control of unbalance in cords

and central office wiring.
Effort should be made to prevent the introduction of unbalance

by contact resistance.

Ground Connections.

Ground connections, if employed on equipment connected to toll
circuits, should be in the balanced or neutral position of the
circuit.

Sreecrric CoorDINATED METHODS

The specific practices outlined here are to be used
in addition to the general practices to supplement the
latter in so far as may be necessary and practicable in
cases where communication and supply lines are in-
volved, or are about to be involved, in inductive ex-
posures,

All of these practices are not required to be applied
in any one specific case, but in each instance that
practice or those practices in combination should be
selected which will under the conditions afford the

best engineering solution.

Power Level and Sensitivity.

Consideration should be given to maintaining in the communi-
cation circuits as high a power level and such a degree of sensi-
tivity as is consistent with good economics.

Selective and Other Special Devices.

Consideration should be given to the use of such devices as
neutralizing transformers, sectionalizing transformers, filters, res-
onant shunts or drainage coils in any case where they may offer
benefit and the service requirements of the circuit will permit.

Rerouting Service.

If abnormal conditions should temporarily prevent the use of
a certain line and the effect of the abnormal conditions can be

18
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avoided only by temporarily rerouting the supply or communica-
tion service over a route not involved in the inductive exposure,
consideration should be given to the adoption of this expedient.
Where the rerouting of either service is impracticable, the choice
as to which service is to be temporarily suspended should be
governed by the relative importance to the public of the respective
services aﬁe&tfd.

Records.

Routine measurements of insulation, conductor resistance, bal-
ance and induction should bé made on toll circuits involved in
inductive exposures and records kept of the readings. H .

A record should be kept of abnormal conditions in toll circuits
involved in indlictive exposures where a study of such conditions
is advisable. Such records should as fully as practicable include
time, duration, circuit designation, location, probable cause and
effect of the abnormal condition and how the circuits were cleared.

All the above records or a convenient summary thereof should
be available for the purpose of analyzing causes and effects of
disturbances.

LINEs.
Configuration.

Where service requirements permit a choice of configuration of
a communication circuit or a group of communication circuits

consideration should be given to the selection of a configuration
such as to limit susceptiveness.

Cable.

Consideration should be given to the use of cable within an in-
ductive exposure.

Where communication circuits are carried in aerial cable, con-
sideration should be given to the use of properly arranged and
installed grounds on cable sheaths or other methods of shielding.

Coordinated Transpositions. ' : l ‘

Consideration should be given to the use of transpositions in
supply or communication circuits, or both, within inductive ex-
posures, for the purpose of limiting the coupling. Such transposi-
tions should be installed at suitable intervals, the location to be
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such as the local conditions demand. Where transpositions are
installed in both supply and communication circuits within induc-
tive exposures, they should be properly coordinated.

Nor Care should be taken in the installation of transpositions
that, sd far as practicable, the transpositions are located nearest the
theoretically correct point. In determining the most economical
scheme of transpositions effort should be made to utilize as many as
practicable of any existing transpositions. Where the transpositions
required within an inductive exposure impgir the general transposition
scheme of communication or supply circuits outside the limits of inductive
exposure, the necessary readjustment of transpositions should be made
in the section or sections of line adjacent to inductive exposure.
Uniformity of separation generally assista in the attainment of co-
ordination. If discontinuities are of sufficient magnitude to substan-

tially affcct the coupling, sections between such points should be treated
independently.

APPARATUS.
Party Line Ringers.

Consideration should be given to the use of high impedance
substation party line ringers or their equivalent.

Central Office Equipment.

Consideration should be given to equipping toll circuits which
may be switched to other toll circuits with repeating coils. In
those cases where the design of a central office is such that there
is a possibility that toll circuits may be switched directly to local
circuits, consideration should be given to the use of repeating
coils if their omission would contribute to interference.

Where series apparatus is applied to local communication cir-
cuits, consideration should be given to so arranging it that equal
impedances are inserted in each side of the circuit where neces-
sary aﬂd practicable.

Ground Connections.

Ground connections if employed on equipment connected to
local communication circuits should so far as is practicable be at
neutral or balanced points. =

PRACTICES APPLICABLE TO SUPPLY SYSTEMS

GENERAL CoOORDINATED METHODS

The following practices should be applied to all
supply systems except as deviations may be made
under the principle of deferred coordination.
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Residual Voltages and Currents.

Residual voltages and currents should be limited as far as is
necessary and practicable.

Unsymmetrical loads between phases should be avoided in so
far as is practicable where they would give rise to residual cur-
rents or voltages.

Note:~TCircuit conditions may cause a residual voltage to appear on
a three-phase system. If the neutral of the system is grounded at one
point, residual current may flow and the residual voltage may be in-
creased or decrecased. In this case, the residval current may consist
in part of current through the total direct admittance of the system
to ground due to voltages impressed between the three conductors and
ground. It may also consist in part of unbalanced chax}ing yrrent
to ground due to voludges impressed upon unbalanced direct Bdmit-
tances of the three conductors to ground. The former will not be af-
fected b{ transpositions while the latter may be reduced or eliminated
by equalization of the conductor admittances to ground.

If the system is operated without a neutral ground, the residual
voltage would be reduced by equalizing the admittances of the: con-
ductors to earth,

If the phases are not symmetrically loaded and two or more neu-
trals of the same electrically connected system are grounded, resid-
ual currents will low. However, substantial residual currents due to
unsymmetrical loads will not flow if the system has a single or no
neutral ground.

Single phase taps from 3-phase circuits have inherently a residual
voltage; such taps, if long, tend to appreciably unbalance the 3-phase
circuit to which they are connected.

If the neutral of a system'is grounded at two or more points, the
residual voltage or the residual current may be increased or decreased.
Whether the total influence of the system is increased or decreased
will depend upon local conditions.

Discontinuities.
Discontinuities should be limited to the number required by
the conditions.

Switching.

In all switching operations care should be taken to limit, so far
as is practicable, the production of transient disturbance leading
to excessive momentary influence.

Care should be taken to avoid repeatedly energizing at normal
voltage a transmission supply circuit in order to locate a fault.
It is sometimes practicable to locate such faults by means of lower
voltage testing methods.

Maintenance. !

In the maintenance of supply circuits, attention should be given
to the prevention of mechanical or electrical failures which would
lead to residual voltages or residual currents of substantial mag-
nitude. When supply circuits become unbalanced, due to any

21
FPLOOO78



PUBLIC VERSION

Inductive Coordination

cause, every reasonable effort should be made to remedy the un-
balanced condition promptly.

Contact Resistance.

Carl should be taken to avoid contact resistance which would
affect influence.

LINEs.

In order to reasonably limit the residual current and voltages
arising from line unbalances, the resistance, inductance, capaci-
tance and leakage conductance of the several conductors in each
section of a circuit should, so far as is necessary and practicable,
be equal respectively to the corresponding quantities in any other
conductor of the same section of the circuit.

Some of the methods and means for limiting unbalance in lines
are described below.

Configuration.

Where there is a choice between two or more types of con-
figuration, consideration should be given to use where practicable
of such configuration of a supply circuit or a group of supply
circuits as provides the superior balance. .

Excessive Spacing.

Excessive spacing of conductors should be avoided. This does
not mean that the spacing should be less than required by con-
siderations of safety, service, and the future requirement of the

circuits,
Transpositions.
&Wimnccs to earth of the conductors of transmission supply

circuits should be suitably balanced by transpositions so far as is
necessary and practicable.

Branch Circuits.

Where branches employing less than the total number of phase
wires are to be used, they should be so planned as not to give rise
to excessive residual voltages or currents on the three-phase
system.

Series Lighting Clrcuits.

In the construction or rearrangement of series street lighting
circuits, unbalances which materially contribute to inductive in-
fluence should be avoided.
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Three-Phase, Four-Wire Systems.

If three-phase, four-wire grounded neutral supply circuits are
used, the neutral wire should be continuous except in case of a
three-phase branch which is either operated non-grounded or is
grounded only at symmetrical load points.

Ground Return Circuits.

Ground return circuits or ground return branches of multi-
wire supply circuits should not be employed. This does not apply
to track return circuits.

APPARATUS. -

Nore: It is recognized as commercially impossible to build jjotat- -

ing machinery entirely free from harmonics. It is further recognized
that some distortion of wave form—and consequent introduction of
harmonics—is inherent with power transformers which must employ
iron in their magnetic circuits. However, in both these cases the in-
troduction of harmonics can, to a considerable extent, be controlled
within the limits of commercial design and practice. So, the above
provisions are intended to secure the attention which this matter de-
serves because of its basic importance and its reaction on the neces-
sity for other methods.

Rotating Machinery.

Synchronous machines should be specified and selected so as to
have a wave form in which the harmonic components are limited
so far as necessary and practicable.

Induction motors and generators should be selected which cause
the least practicable amount of harmonic voltages and currents on
the system to which they are connected.

Transformers.

In order that the wave form of voltage and current may be
affected as little as practicable by transformers, such apparatus
should not be designed so as to operate at excessive magnetic
densities. In the installation, connection, and operation of trans-
formers, care should be taken to avoid excessive over-voltages or
excessive magnetizing currents.

When star connected transformers or autotransformers are em-
ployed with a grounded neutral on the side connected to a line
circuit, low impedance closely coupled tertiary windings or delta-
connected secondary windings, or other suitable means for ade-
quately limiting the triple harmonic components-of reJidual
current or voltages should be employed.

Where open delta transformer banks are used, they should he
distributed symmetrically among the phases in so far as neces-
sary and practicable.
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Care should be taken that the individual units in each grounded
neutral bank of transformers connected to a transmission supply
circuit are substantially alike as to electrical characteristics and
that thfy are similarly connected.

Switches.

Each switch controlling the supply of energy to transmission
supply circuits should have all poles arranged for gang operation.
So far as is practicable, these switches should be automatic for
short circuits between phases and from phase to ground.

Protective Apparatus.

Protective apparatus should be such that it will not unneces-
sarily add to transient disturbance, and should so far as practi-
cable forestall or limit such transient disturbances.

Routine inspection of lightning arresters should be provided,
and the periodic charging, where such is required, should con-
form to good practice.

Arresters should be maintained in good condition. Arresters
which have been temporarily withdrawn from service should not
be replaced in service until they are in proper operating condition.

Where lightning arresters requiring periodic charging are em-
ployed on a supply system involved in an inductive exposure, they
should be equipped with auxiliary resistances and contacts.

Routine inspection or tests should be made to determine whether
or not adjustments in all protective apparatus are properly main-
tained.

Abnorgial Conditions. .

Reasonable means should be provided to prevent the continua-
tion in operation of faulty apparatus or lines for such periods or
under such conditions as lead to excessive influence.

Reliable indicating or recording devices should be installed at
the source of transmission supply circuits to show abnormal oper-
ating conditions.

Series Lighting Circuits.

Consideration should be given to the use of types of equipment
in series street lighting circuits which, so far as practicable, have
a minimum distorting effect on the voltage and current wave
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shape of the lighting circuit, both during times of normal opera-
tion and times of lamp outages.

Ground Connections.

““Ground connections, if employed on apparatus connected to
transmission supply circuits, should be made in the balanced or
neutral position in the circuit. This precludes the use of grounded
open star transformer connections.

Seectric CoorpiNATED METHODS

The specific practices outlined herein are to be used
in addition to the general practices to supplement the
latter so far as may be necessary and practicable in
cases where communication and supply lines are in-
volved, or are about to be involved, in inductive ex-
posures.

All of these practices are not required to be applied
in any one specific case, but in each instance that
practice or those practices in combination should be
selected which will under the conditions afford the best
engineering solution.

Lines.
Configuration.
Where physical and economic conditions permit a choice of

configuration of supply circuits within inductive exposures the
configuration should be selected so as to limit the influence.

Branch Circuits.

Consideration should be given to the isolation of branch circuits
consisting of less than the total number of wires of the main: cir-
cuit, resulting in substantial balance, by means of transformers
when such main or branch circuits are involved in inductive ex-

posures.
Consideration should be given to the isolation of loops of series

lighting circuits.

Coordinated Transpositions.

Consideration should be given to the use of transpositions in
supply or communication circuits, or both, within inductive ex-
posures, for the purpose of limiting the coupling. Such trans-
positions should be installed at suitable intervals, the location to
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be such as the local conditions demand. Where transpositions are
installed in both supply and communication circuits within induc-
tive exposures, they should be properly coordinated.

Nore: Care should be taken in the installation of transpositions
that where practicable the transpositions are located nearest the theo-
retically correct point. In general, transpositions may be omitted at
the junction points of successive sections which are suitably balanced.
In determining the most economical scheme of transpositions effort
should be made to utilize as many as practicable of any existing
transpositions. Where the transpositions required within an inductive
exposure impair the general transposition scheme of communication or
supply circuits outside the limits of inductive exposure, the necessary
readjustment of transpositions should be made in the section or sec-
tions of line adjacent to inductive exposure. Uniformity of separation
generally assists in the attainment nr coordination. If discontinuities
are of sufficient magnitude to substantially affect the coupling, sections
between such points should be treated independently.

Rerouting Service.

If abnormal conditions should temporarily prevent the use of
a certain line and the effect of the abnormal conditions can be
avoided only by temporarily rerouting the supply or communica-
tion service over circuits not involved in the inductive exposure,
consideration should be given to the adoption of this expedient.
Where the rerouting of either service is impracticable the choice
as to which service is to be temporarily suspended should be
governed by the relative importance to the public of the respective
services affected.

APPARATUS.

Wave Shape.

Where a ground connection used on the armature winding of
an alternating current generator or motor electrically connected
to supply circuits results in triple harmonics on circuits involved
in inductive exposures, means should be employed to reduce the
triple harmonics as far as may be necessary and practicable.

Rectifiers, arc furnaces and other apparatus which distort the
voltage or current wave form of a supply circuit involved in an
inductive exposure, should be equipped when and as necessary
and practicable with suitable auxiliary apparatus to prevent such
distortion.

Where the service conditions permit, consideration should be
given to special means and devices for reducing the amplitude of
harmonics on systems involved in inductive exposures.
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Reasonable efforts should be made to promptly replace out-
lamps on circuits equipped with individual transformers or

bridged reactance coils.

Transformers,

Consideration should be given to the use of closed delta con-
nection on main transformer supply banks or large distribution
banks where necessary and practicable in preference to open delta.

Lightning Arresters.

Where, notwithstanding compliance with the paragraph regard-
ing equipment of the arresters, interference arises at time of
charging lightning arresters, charging should be done at such
times as will result in minimum interference to both services.

Switches. ,

Consideration should be given to the installation of at least one
oil-break switch, or its approved equivalent, to control the supply
circuit involved in an inductive exposure.

Current Limiting Devices.

Consideration should be given to the use, so far as necessary
and practicable, of current limiting devices in either the line wires
or the neutral of transmission supply circuits.

Ground Connections.

Ground connections if employed on apparatus connected to
local supply circuits should, so far as practicable, be made at the
neutral or balanced point of the circuit.

Records.

A record should be kept of all abnormal conditions on trans-
mission supply circuits involved in inductive exposures, where a
study of such conditions is advisable. Such records should, as
fully as practicable, include time and duration, circuit designation,
location, probable causes and effect of abnormal conditions and
how cleared.

All of the above records, or a convenient summary thereof,
should be available for the purpose of analyzing cause and effect
of disturbances.

DEFINITIONS

For the purpose of these principles and practices, the follow-
ing terms are used with meanings as given in these definitions:
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Inductive Coordination.
The location, design, construction, operation and mainte-
nance of supply and communication systems in conformity
with harmoniously adjusted methods which will prevent in-
ductive interference.

General Coordinated Methods.
Those methods reasonably available for general application
* to supply or communication systems, which contribute to
inductive coordination without specific consideration to the
requirements’ for individual inductive exposures.

Specific Coordinated Methods.

Those additional methods applicable to specific situations
where general coordinated methods are inadequate.

Inductive Interference.
An effect arising from the characteristics and inductive re-
lations of supply and communication systems of such
character and magnitude as would prevent the communica-
tion circuits from rendering service satisfactorily and eco-
nomically if methods of inductive coordination were not
applied.

Inductive Exposurs.
A situation of proximity between supply and communication
circuits under such conditions that inductive interference
must be considered.

Inductive Susceptiveness.
Those characteristics of a communication circuit with its
associated apparatus which determine, so far as such char-
acteristics can determine, the extent to which it is capable
of being adversely affected in giving service, by a given
inductive field.

Inductive Influence.
Those characteristics of a supply circuit with its associated
apparatus that determine the character and intensity of the
inductive field which it produces.

Inductive Coupling.

The interrelation of neighboring supply and communication
circuits by electric or magnetic induction or both.

2
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Configuration.
The geometrical arrangement of the conductors of a cir-

cuit including the size of the wires and their relative posi-
““tions with respect to other conductors and the earth.

Elecirically Connected.
Connected by means of a conducting path or through a
condenser as distinguished from connection merely through
electromagnetic induction.

Transposition.
An interchange of position of conductors of a circuit be-
tween successive lengths.

Coordinated Transpositions.

Transpositions which are installed in either supply or com-
munication circuits or in both for the purpose of reducing
inductive coupling and which are located effectively with
respect to the discontinuities in both the supply and com-
munication circuits.

Discontinuity.
A point at which there is an abrupt change in the physical
relations of supply and communication circuits or in electri-
cal constants of either circuit which would materially affect
the coupling.

Transpositions are not rated as discontinuities, although tech-
nically included in the definition, because of their application

to coordination.

Residual Vollage.

The residual voltage of a supply circuit is the vector sum
of the voltages to ground of the several wires. In a three-
phase system it is in effect a single phase voltage equal to
one-third of the residual voltage, impressed between the
wircs in multiple and the ground.

Residual Current.
The residual current of a supply circuit is the vector sum
of the currents in the several wires and is equivalent to a
single phase current having the wires in multiple as one
side and the ground as the other.
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Power Level.

The level of the electrical power flowing in a communica-
tion circuit. At any point the power level depends on the
conditions of input and of losses between the point of input
and the designated point.

In telephone practice the power level of a circuit is usually
referred to the power level in a given circuit assuming that
the acoustic input into the circuit under consideration is of a
given amount and the same as the input into the reference circuit.

Sensitivity.

The sensitivity of a telephone circuit or a part thereof is
the ratio of the electrical or the acoustic output to the elec-

trical input.

Selectivity.

That property of apparatus or a circuit which permits the
transmission or conversion of currents of different frequen-
cies in differing degrees.
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INDUCTIVE COORDINATION
ALLOCATION OF COSTS
- BETWEEN
SUPPLY AND COMMUNICATION COMPANIES

The Reports of the Joint General Committee on Principl'és and
Practices for Inductive Coordination have established the broad
basis for the solution of inductive coordination problems from a
physical standpoint based on the present state of the art. From
the start, however, it has been recognized that the question of
allocation of costs enters into the problem in an important way
and in this connection the letter transmitting the first report con-
tained the following statement:

“Your Committee, as soon as standards of construction and
operation are adopted, will consider whether principles can
be established to aid in the fair allocation of costs of co-
ordinative measures. In the meantime, your Committee be-
lieves that with the cooperative spirit which now is evident
a mutually equitable adjustment can and should be made in
each specific case. It is understood that any adjustments
made will not be considered as precedents by either party
to the prejudice of future understandings.”

It is understood that, generally speaking, the respective utilities
have been handling the allocation of costs in specific cases along
the above recommended lines. However, in some cases difficulty
has been encountered in endeavoring to reach an equitable ad-
justment; in fact, negotiations regarding the allocation of costs
have in some cases unduly influenced the technical work on the
specific situations involved and have tended to retard or prevent
agreement on the best engineering solution. .

This question has received careful consideration for some time
and as a result certain snggestions have been made which will be
helpful to the supply utilities and communication utilities as a
guide in arriving at an equitable apportionment of the costs of
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methods of inductive coordination in situations where the two
utilities have not already arrived at a mutually satisfactory plan
for handling the allocation of costs.

In arriving at conclusions on this matter of allocation of costs,
the followirig were carefully considered. The solution to the
problem of inductive coordination should, of course, be based on
the service nééds of both parties and on the overall cost rather
than on any consideration of in what plant the changes shall be
made or how the costs are to be allocated. This is in accordance
with the section on “Choice Between Specific Methods” contained
in the Principles and Practices for the Inductive Coordination of
Supply and Communication Systems and it is obvious that the
approach to the problem should be such as to offer every incentive
to obtaining the best engineering solution. It was the considera-
tion of these facts that suggested the method herein outlined for
the allocation of costs.

As has been stated in previous reports, each party should be
the judge of its own service requirements but as covered in the
Principles and Practices above referred to, each party also has
a duty of coordination as shown by the following quotation :

“In order to meet the reasonable service needs of the public,
all supply and communication circuits with their associated
apparatus should be located, constructed, operated and
maintained in conformity with general coordinated methods
which maintain due regard to the prevention of interference
with the rendering of either service. These methods should
include limiting the inductive influence of the supply cir-
cuits or the inductive susceptiveness of the communication
circuits or the inductive coupling between circuits or a
combination of these, in the most convenient and economical
manner.”

In other words, there are certain things indicated in connection
with the classes of circuits covered in the Principles and Practices
above referred to which each utility should do in its system in a
general way which will promote inductive coordination.

These measures, however, cannot take account of the problems
which arise in specific cases, and this was also recognized in
the principles on Duty of Coordination already referred to as
follows:

32
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“Where general coordinated methods will be insufficient, such
specific coordinated methods suited to the situation should
be applied to the systems of either or both kinds as will
most conveniently and economically prevent interference,
the methods to be based on the knowledge of the art.”

These specific methods cannot be embodied in the general design
of either plant because their nature and the necessity of their ap-
plication are contingent upon the conditions of the specific situa-
tions which may arise and which generally cannot be foreseen.
It is the equitable apportionment of the cost of these latter items
which has apparently given rise to such differences of opinion as
have existed between representatives of the two industries on this
subject.

Taking into account all the foregoing factors, the plan sug-
gested for use in connection with new construction is as follows:

1. Each utility should at its own expense design, construct,
operate and maintain its plant in accordance with general
coordinated methods.

2. Specific methods of coordination should be paid for by
such equitable apportionment of the costs as may be
agreed to by the utilities affected. It may be found
reasonable in some cases for each party to bear the costs
of such specific methods of coordination as result in net
capital additions in its. own plant; care must be exer-
cised, however, that this be not carried to a point where
the best engineering solution is ‘prejudiced. In cases
where it is not clear as to what constitutes an equitable
apportionment a fifty-fifty division of the costs may be
found the most practicable solution.

3. All carrying charges, repair, operating or other current
expenses incident to specific coordinated methods and all
subsequent replacement costs arising after and due to
the installation of specific coordinated methods should
be borne by the utility on whose system the closts are
incurred. '

The above outlined plan has the advantage that it can in no
way prejudice the application of the best engineering solution
because it makes each party have a direct interest in reducing the
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total cost of specific coordinated methods rather than in whether
or not the expense is incurred in one plant or the other or both.

In applying this suggested general plan for the allocation of
costs of specific methods of coordination, it is assumed the four
following conditions will be met:

1. That each system has complied witfm the requirements
61 general coordination.

2. That the best engineering solution of the specific problem
has been determined.

3. That the costs to be allocated are net costs and, there-
fore, exclude all items of betterment.

4. That the costs are computed on a uniform and mutually
acceptable basis for both direct and indirect charges.

In situations involving extensions to existing systems or the
cleaning up of existing exposures it is recognized that such exist-
ing systems may not comply entirely with general coordinated
methods, and that the method suggested above for new construc-
tion may require some modification to adapt it to existing situa-
tions. Such problems involve consideration of whether or not
both systems should be brought into compliance with general co-
ordinated methods or whether some other plan is the best engi-
neering solution. This point, together with the history of the case
and any contemplated plans either party may have for changes
in its system, will have a bearing on what constitutes an equitable
apportionment of the costs.
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PRINCIPLES AND PRACTICES
FOR THE
_. JOINT USE OF WOOD POLES BY SUPPLY AND
COMMUNICATION COMPANIES

INTRODUCTORY

These Principles and Practices cover the general engineering
and operating features involved in the joint use of wood poles
and are intended to be in conformity with the broad principles
heretofore mutually agreed upon by the Joint General Committee.

The Principles set forth.in a broad and general manner the
basic fundamentals involved in the intercompany relationships on
joint use of poles. The two groups of utilities recognize their
responsibility to serve the public safely, adequately and economi-
cally. It is therefore essential that any arrangement entered into
be such as to best facilitate the present and future rendering of

both classes of service,

Practices are recommendations which cover in a more specific
way the general ground included in the Principles and are based
on an analysis of practical operating experience with joint use of
poles. It is recommended that they be used as a guide in the prep-
aration of new agreements for the joint use of poles and in the
modification of existing agreements where it is desired by either
party to bring such existing agreements into conformity with these
Principles and Practices.

PRINCIPLES

1. Dutles.

Each party should:

(a) Be the judge of the quality and requirements of its
own service, including the character and design of its own

facilities.
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(b) Provide and maintain facilities adequate to meet the
service requirements including such future modifications in
these facilities as changing conditions indicate to be neces-
sary and proper.

(c) Determine the character of its own circuits and struc-
tures to be placed or continued in joint use, and determine
the character of the circuits and structures of others with
which it will enter into or continue in joint use.

(d) Cooperate with the other party so that in carrying out
the foregoing duties, proper consideration will be given to
the mutual problems which may arise and so that the parties
can jointly determine the best engineering solution in situa-
tions where the facilities of both are involved.

2. Establishing, Maintaining and Terminating Joint Use.

Joint consideration by both parties of safety, service, economy,
convenience and the trend toward higher distribution voltages
should determine:

(a) When joint use should be employed, taking into account
present conditions and those which can be reasonably fore-
seen, including the possibility of reverting to separate lines.

P
h SH

(b) The best engineering solution for the coordinated ar-
rangement and design of facilities in joint use.

(¢) The administrative methods for entering into, carrying
on and terminating joint use.

3. Local Contact.

All parties at interest in a locality should maintain close co-
operation and each notify the others of any intent to build new
lines or to reconstruct existing lines, as an aid to orderly planning
and the utilization of joint use where advantageous.

4. Contracts.

General contracts for joint use, if entered into, should define
conditions for entering into joint use, for operating in joint use,
for terminating joint use and for a practical procedure for modi-
fying facilities in joint use from time to time.
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In either general or specific contracts, any provisions treating
of the character of circuits on poles for joint use should be so
drawn as not to restrict changes in the character of the circuits
of either party, except that it should be recognized that such
chiinges may involve the modification or abandonment of joint use
in specific cases.

Each specific instance of contemplated initial or modified joint
use, whether embracing a single pole, a group of poles or an
entire line, should be considered, as to acceptance, as a separate
and distinct case, with the right of refusal by either party, and
if accepted should be in writing.

Joint use now exists and gives satisfaction in many localities
under one of two general plans, one a “Space Rental Plan” and
the other a “Joint Ownership Plan.” In addition, joint use is
sometimes effected on an “Attachment” or “Contact Rental”
basis, and sometimes under a “Permanent Rights” agreement,
which is a modification of the “Joint Ownership Plan.” The
Joint Ownership Plan and the Space Rental Plan have in general
proved the more simple and convenient working arrangements.

5. Costs.

The allocation of costs between the parties at interest should
be prima facia, reasonable and equitable, taking into account all
factors involved. ‘

6. Legal Considerations.

Legal questions, including the sufficiency of right-of-way grants
held by the parties and the protection of title or property of hoth
parties in the case of mortgages, sales, mergers or consolidations
entered into by either party should be given due consideration in
the preparation of contracts.

In any terms of the contract dealing with liability for personal
or property damage, care should be taken that such terms are not
disadvantageous to either party.

7. Periodical Readjustment of Contracte.

Provision should be made for review and revision from time
to time of those stipulations of a contract treating of conditions of
a varying nature and particularly of items of expense to be ap-
portioned between the parties, such as the cost of poles and rentals
which are dependent on material and labor prices.
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8. Construction and Inductive Coordination.

The construction and inductive coordination employed in joint
use should be in accordance with mutually acceptable practices and
in conformity .with such recommendations of the Joint General
Committee as are issued from time to time.

e PRACTICES

1. Teritory Covered by Agreement

Agreements should preferably cover all existing wood poles of
each of the parties and any other wood poles hereafter erected or
acquired by either of them within a certain described territory,
except those which carry circuits of a character that the parties
wish to keep out of joint use.

Nore: It is recognized that there are exceptional situations where
it may not be desirable to make general agreements coverinf a given
territory, as, for example, where the major portion of the poles of one
of the parties carry circuits for which joint use is not genenlly advan-
tageous. Such cases may be more satisfactorily handled by agreements
covering a specific line or certain specific poles.

2. Types of Joint Use Agreements.

Joint use agreement should preferably be of a type under which
each of the parties shares equitably in the cost of joint poles.
This may be accomplished in either of the following ways:

(a) Space rental under which form of agreement the
licensee rents space on the pole of the Owner and pays a
rental per pole which is based on the amount of space re-
served. A much used form of this is the so called “flat rental
per pole” where the division is practically equal and the rental
is approximately equal to one-half the average annual charges
on a pole which is stipulated as the standard of reference.

(b) Joint ownership, under which form of agreement each
of the parties owns a half interest in each joint pole and pays
one-half the cost in place of the pole which is stipulated as

the standard of reference.
Norx: A permanent rights agreement is a modification of the joint
ownership agreement which has been used occasionaliy under which
each of the parties retains sole ownership of certain of the poles and

the other party purchases a permanent right of occupancy. e other
arrangements are the same as in a joint ownership agreement.
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Rentals based on individual contacts or attachments are not
generally recommended for joint pole agreements, as such a basis
involves the expense and obhgations arising from periodical in-
ventories of the attachments. It is also difficult to establish rental
rates for the many kinds of individual attachments which will
continue to be equitable and mutually satisfactory. Furthermore,
this basis does not have the advantage of providing a suitable
space for the present and future requirements of each party.
However, such a basis may sometimes be found satisfactory for
an individual agreement where only a small number of poles is
involved.

3. Conditions Relating to Joint Use of Poles.

It is recognized that there are very substantial advantages to
both utilities in the employment of jointly occupied poles where
the conditions and character of circuits permit. The conditions
determining the necessity or desirability of joint use depends upon
the service requirements to be met by both parties including con-
siderations of safety and economy. Each party is the judge of
what the character of its circuits should be to meet its service re-
quirements and as to whether or not these service requirements
can be properly met by the joint use of poles.

(a) It is recommended that joint use should be entered
into in preference to separate pole lines on the same street
or highway where the combination of circuits is such as to
make further cooperative study of the problem unnecessary
and in other cases where a cooperative study shows that joint
use is economical and is the best engineering solution.

(b) Each party should retain the right to remain out of
joint use with such of its pole lines as are necessary for its
own sole use or in other cases where in its judgment the
proper rendering of its service now or in the future requires

separate lines.

(¢) It is recognized that joint use is advisable but that it
is necessary that when employed it should meet the service
requirements of both parties and that any statement made as
to conditions under which joint use is desirable is likely to
change as time goes on and as service conditions and the state
of the art change.
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(d) Based upon the present state of the art, the Supply
Utilities and the Communication Utilities have stated as to
their respective circuits (See appendices 1 and 2) the present
limitations within which each group recommends that joint
use be entered into.

(¢) In any case where it is necessary that the two kinds of
lines occupy the same side of the highway joint use is gener-
ally preferable to overbuilding.

(f) It is recognized that situations will sometimes arise in
rural districts where greater economy can be obtained with
separate lines than with a joint line and without sacrificing
safety or service. It is also recognized that a utility will find
in some cases that it is necessary to construct a line which
is to carry such number and weight of attachments that joint
use would not be economical or desirable. In such cases it
is not intended to recommend joint use of poles in preference
to other arrangements which would be more advantageous.

4. Cooperation to Establish Joint Use.

(a) When any party to a joint use agreement is about to
erect a new pole line or to extend or reconstruct an existing
pole line within the territory covered by the agreement, notice
in advance should be given to the other party to the agree-
ment, such notice showing the proposed location and char-
acter of the new poles. The parties should then cooperate
to determine whether or not joint use of the poles should be
established.

(b) When any party to a joint use agreement desires to
occupy space on any existing poles of the other party within
the territory covered by the agreement, notice should be given
the owner of said poles and the parties should then cooperate
to determine whether or not joint use of poles should be
established.

5. Avoidance of Conflicting Lines.

Where joint use of poles is not to be established or where in
accordance with Section 6 of these Practices joint use is to be
terminated, the parties should make every reasonable effort to
avoid the establishment of conflicting lines.

40
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6. Procedure When Character of Circuits Is Changed.

When either party desires to change the character of its circuits
on jointly used poles it shall so notify the other party and the
parties shall cooperate to determine whether or not joint use of
the poles involved shall be continued. If it is not agreed to continue
joint use of the said poles, the parties shall then cooperate to deter-
mine the most practical and economical method of effectively
providing for separate lines. The party whose circuits are to be
moved shall promptly carry out the necessary work and the parties
shall cooperate to determine the equitable apportionment of the
net expense involved in such relocation. In the event of a dis-
agreement as to what constitutes an equitable apportionment of
such expense the following arrangements are recommended:

(a) In the case of a space rental agreement, the licensee
shall bear the said net expense.

(b) In the case of a joint ownership agreement the said net
expense shall be divided equally between the parties.

Unless otherwise agreed by the parties, ownership of any new
line constructed under the foregoing provision in a new location
shall rest in the party for whose use it is constructed. The net
cost of establishing service in the new location should be exclusive
of any increased cost due to the substitution for the existing
facilities of other facilities of a substantially new or improved
type or of increased capacity, but should include the new pole line,
the cost of removing attachments from the old poles to the new
location and the cost of placing the attachments on the poles in
the new location.

7. Owmership of Poles Under a Space Rental Agreement.

In any case where the parties to a space rental agreement shall
conclude arrangements for the joint use of any new poles to be
erected, the ownership of such new poles should be determined by
mutual agreement. In case of failure to agree, the party then
owning the smaller number of joint poles under the agreement
should erect the poles and be the owner thereof.

Notre: It has been found to be of advantage under this form of
agreement to have each Tarty own approximately one-half the total
number of jointly used es, as this tends to equalize the investment
of the two parties. Furthermore, this has the advantage of reducing the
intercompany billing and the exchange of money between the parties.

This division of ownership should preferably be accomplished by each
party owning certain continuous lines rather than having the ownership

of the poles in a given line divided.
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8. Joint Fundamental Plan.

An effective way of handling the proper development of joint
pole lines in a given territory is through the full application of
the principles on cooperation including advance notice, advance
planning and the interchange of information. Experience has
shown that this can be accomplished through a joint fundamental
plan of the present and future developments of the overhead
systems of the respective parties. Through such joint planning it
will be generally found possible to avoid any difficult situations in
locating the lines and the application of these Principles and
Practices to both the present and future developments can be
carried out in the most effective and economical maaner.

9. Specifications for Joint Pole Construction.

It is intended that complete specifications covering recommended
practices for joint use of poles under various conditions will be
prepared as soon as practicable. Until such time as these specifi-
cations are issued, it is recommended that the National Electrical
Safety Code be used as a guide to practice.

Existing joint pole construction should be brought into con-
formity with the recommended practices in an orderly and sys-
tematic manner. This may be accomplished by a provision in the
agreement that a certain percentage of the existing construction
be brought into conformity with the recommended practices each

year.

10. Indoctive Coordination for Circuits on Jointly Used Poles

The “Principles and Practices for the Inductive Coordination
of Supply and Communication Systems” as issued from time to
time by the Joint General Committee should be followed.
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APPENDIX 1

Supply Utilities Statement.

In the present state of the art and subject to the limitations of
the Principles and Practices of which this is an appendix, the
Supply Utilities are willing to enter into joint use of poles gener-
ally, irrespective of the character of the Communication Utilities
circuits with the clear understanding that these Principles and
Practices do not limit such changes to higher voltages as may be
desirable in the future as the most advantageous means of serving
their customers but provide for such changes in location or con-
struction as may be necessary to meet the changed conditions.
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EXHIBIT G, 1987 JOINT LETTER FROM AT&T
AND FPL DISCUSSING JUA OPERATIONAL
POLICY
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£.0. 80X OZB100 MIAMI, FL, 33102

Southem-Bell FPL

FLOMIDA POWER & LIGHT COMPANY

HAoom 151, Southem Bell Tower
301 W. Bay Street
Jacksonvitle, Florida 32202

July 15, 1987

General Managers ~ Network Division Engineering Managers
District Engineers Engrx/Service Planner Svrs.
Southern Bell Tel, and Tel Co. Florida Power and Light Co.

Subject: Joint Use Agreement - SBT&T CO./FP&L Co.
Operating Policy Update

Representatives of Southern Bell Telephone Co. (SBT&T) and
Florida Power and Light Co. (FP&L) have investigated ways to
improve the overall effectiveness of our Joint Use Agreement and
to eliminate certain long standing joint use problems.

The fpllowing guidelines should clarify the responsibility of
each Company under a variety of circumstances. These guidelines
are not intended to change the terms of the existing joint use
agreement but do change some previous interpretaticns,
particularly in respect to the replacement of poles.

Thesa guidelines apply to FP&aL/SBT&T operations Statewide and
should be phased in as new jobs are initiated. As every
eircumstance c¢annct be covered, it is anticipated that there
will be some exceptions negotiated in the Districts.

POLE OWNERBHIP

1. New pole lines and extensions of existing pole lines will
continue to be placed by SBT&T if required for joint use. This
typically involves requirements to serve new growth areas.

2. Intermediate poles required in existing pole lines and minor
extensions of existing pole lines to "finish out the block"” will
normally be placed by the Company owning the majority of the
poles in that line.

FPL00102
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3. Individual poles requiring replacement due to deterioration
or to obtain additional height/strength will normally be
replaced by the Company owning the existing pole. However, if
both parties agree, the pole may be replaced by the company
owning the majority of the poles in the line if that will lead
toward a reduction of mixed ownership.

4, When extensive segments of existing pole lines require
replacement, such as in conjunction with a highway relocation
job, SBT&T will place the new poles if reguired for joint use at
the time of replacement or in the future.

CONCRETE POLES

All concrete poles placements will be made by FP&L. All cdncrete
poles will be pre=-drilled to accommodate one cable attachment, A
grounding pigtail should also be provided on all of those poles
having a vertical ground wire, The standard height for
pre=-drilled holes in 40 foot concrete poles will be 22' above
the ground line unless a different height is negotiated between
the Companies during the design stage. SBTLT forces may also
drill holes in concrete poles when approved by FP&L.

Questions regarding this letter and the joint use agreement may
be directed to your Company's Joint Use Contract Coordinator(s).

Approvedt
BOUTHERN BELL TEL. & TEL. CO. FLORIDA POWER & LIGHT CO,

Wer T A=

W. R. Perry ( R. X. Clelo, Director
General Manager, Network Distribution Engineering Dept.

SBT4T File 740.0606
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EXHIBIT H, 1992 LETTER FROM AT&T
DIRECTOR TO AT&T GENERAL MANAGERS
ADVISING NON-COMPLIANCE WITH THE JUA
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T. C. Xelisrmann, Jr.
Director - Administration
Network Operations/South

. Date: July 22, 1992
File Code: 740.606

Mr. W, R. Perry
General Manager - Network
Jacksonville, Florida

Ms. L. C, Isenhour

General Manager - Network
Miami, Florida

Dear Sirs and Madam:

BELLSOUTH

TELECOMMUNICATIONS ©

20th Floor ~ Southern Bell Tower
301 Wasi Bay Straat
Jacksonville, Fiorida 32202

904 350-2021

Mr. S. A. Mulcahy
General Manager - Network
Ft. Lauderdale, Florida

During a recent mecting with representatives of Florida Power & Light Company, it was
alleged that Southern Bell was not in compliance with the operating policy document
dated July 15, 1987 (attached) which was signed by both companies.

The purpose of the policy document was to se¢t the direction to achieve the "objective
percentage" of 47.4 percent of the joint-use poles owned by Southern Bell and 52.6
percent of the joint-use poles owned by Florida Power and Light. Neither thc policy nor
the objective has changed. Please review the attachment and comply.

Should there be any questions, please contact Mr. J, J, Farkas at 305-263-3806,

Sincerely yours,

attachment
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P.O.BOX ORIO0 MIAMI, FL 33102

Southem.Bell F p l—

FLORIDA POWER & LIGHT COMPANY

FAoom 1541, Southem Bell Towsr
301 W. Bay Street
Jacksonviile, Flonda 32202

July 15, 1987

General Managers ~ Network Division Engineering Managers
District Engineers Engr/Service Planner Svrs.
Southern Bell Tel. and Tel Co, Florida Power and Light Co.

Subject: Joint Use Agreement - SBT&T CO./FP&L Co.
Operating Policy Update

Representatives of Southern Bell Telephone Co. (SBT&T) and
Florida Power and Light Co. (FP&L) have investigated ways to
improve the overall effectiveness of our Joint Use Agreement and
to eliminate certain long standing joint use problems.

The following guidelines should clarify the responsibility of
each Company under a variety of circumstances. These guidelines
are not intended to change the terms ¢f the existing joint usge
agreement but 4o change some previocus interpretations,
particularly in respect to the replacement of poles.

Thesae guidelines apply to FPaL/SBT&T operations Statewide and
should be phased in as'new jobs are initiated. As every
circumstance cannot be covered, 1t is anticipated that there
will be some exceptions negotiated in the Districts.

POLE OWNERSHIP

1. New pole lines and extensions of existing pole lines will
continue to be placed by SBT&T if required for joint use. This
typically involves raquirements to serve new growth areas.

2. Intermediate poles required in existing pole lines and minor
extensions of existing pole lines to "finish ocut the block® will
normally be placed by the Company owning the majority of the
poles in that line.
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3. Individual poles requiring replacement due to deterioration
or to obtain additional height/strength will normally be
replaced by the Company owning the existing pole. However, if
both parties agree, the pole may be replaced by the company
owning the majority of the poles in the line if that will lead

toward a reduction of mixed ownership.

4, Whnen extensive segments of existing pele lines require
replacement, such as in conjunction with a highway relocation
job, SBT&T will place the new poles if required for joint use at
the time of replacement or in the future.

CONCRETE POLES

All concrete poles placements will be made by FP&L. All concrete
poles will be pre=drilled to accommodate one cable attachment. A
grounding pigtail should also be provided on all of those poles
having a vertical ground wire, The standard height for
pre=drilled holes in 40 foot concrete poles will be 22' above
the ground line uniess a different height is negotiated between
the Companies during the design stage. SBT4T forces may also
drill holes in concrete poles when approved by FPiL.

Questions regarding this letter and the joint use agreement may
be directed to your Company's Joint Use Contrac¢t Coeordinator(s).

Approved:
BOUTHERN BELL TEL. & TEL. CO. FLORIDA POWER & LIGHT CO,

ufo&,_ﬂ7 o
W. R. Perry R. XK. Cielo, Director

General Manager, Network Distribution Engineering Dept.

SBT&T File 740.060€
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EXHIBIT I, 1992 LETTER FORM FPL STAFF
MANAGER TO FPL FIELD MANAGERS
ADVISING THE FPL FIELD EMPLOYEES AT&T
INTENT TO COMPLY WITH THEIR
REQUIREMENTS TO SET NEW POLES
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Inter-Office Correspondence

Y

FPL
To: See Distribution Date: August 13, 1992
From: David Appler Department: DEO/GO

Subject: SOUTHERN BELL SETTING POLES

TO MEET FPL SRD’S

Enclosed please find a letter to ali Bell South General Managers, from their Director
of Administration, reaffirming the joint use pole ownership goals between FPL and

SBT.

Achieving the goals for pole ownership will require awareness by Bell South
personnel of the attached letter from Mr. Kellermann. Therefore, our fieid designers
should communicate the contents of the letter, when requesting SBT to set joint use
poles. Initially | recommend this be done both verbally and in writing until a
confirmation of Bell South awareness of this letter and its goals has been achieved.

Assurances have been given by Bell South that setting poles of any height should
not pose a problem as long as proper lead time is given. Thus written confirmation
of FPL's requirement is critical in evaluating the success of both companies efforts
to meet the spirit of the agreement.

if you should have any questions or problems executing the above stated
agreement, please contact Dennis La Belle at (347-7208) or the undersigned at
(347-7896) for assistance.

deiéi/\paei

DAA/kdf
Distribution: Distribution Unit Managers

Construction Superintendents
Operations Superintendents

Form I(FEIDE@G)I@Q/HS
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TELECOMMUNICATIONS @
T. C. Kellermann, Jr. 20th Floor - Scuthern Bell Tower
Diregtor - Administration 301 West Bay Straat
Network Operations/South Jacksonville, Fiotida 32202
904 350-2021
. Date: July 22, 1992
File Code: 740.606
Mr. W. R. Perry Mr. S. A, Muleahy
General Manager - Network General Manager - Network
Ft. Lauderdale, Florida

Jacksonville, Florida

Ms. L. C, Isenhour
General Manager - Network
Miami, Florida

Dear Sirs and Madam:

During a recent mecting with representatives of Florida Power & Light Company, it was
alleged that Southern Bell was not in compliance with the operating policy document

dated July 15, 1987 (attached) which was signed by both companies.

The purpose of the policy document was to sct the direction to achieve the "objective
percentage! of 47.4 percent of the joint-use poles owned by Southern Bell and 52.6
percent of the joint-use poles owned by Florida Power and Light. Neither thc policy nor
the objective has changed. Please review the attachment and comply.

Should theére be any questions, please contact Mr, J, J, Farkas at 305-263-3806.

Sincerely yours,

attachment
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P.0. 80X OB 100 MIAMI, FL 33102

Southem-Bell FPL

FLORIDA POWER & LIGHT COMPANY

Aoom 1541, Southemn Bell Tower
301 W. Bay Street
Jacksonvitle, Florta 32202

General Managers - Network Division Engineering Managers
Digtrict Engineers Engr/Service Planner Svrs.
Southern Bell Tel. and Tel Co. Florida Power and Light Co.

Subject: Joint Use Agreement - SBTET CO./FP&L Co.
Operating Policy Update

Representatives of Southern Bell Telephone Co. (SBT&T) and
Florida Power and Light Co. (FP&L) have investigated ways to
improve the overall effectiveness of our Joint Use Agreement and
to eliminate certain long standing joint use problems.

The following guidelines should clarify the responsibility of
each Company under a variety of circumstances. These guidelines
are not intended to change the terms of the existing joint use
agreement but do change some previous interpretations,
particularly in respect to the replacement of poles.

These guidelines apply to FPaL/SBT&T operations Statewide and
should be phased in as'new jobs are initiated. As every
eircumstance cannot be covered, it is anticipated that there
will be some exceptions negotiated in the Districts.

POLE OWNERSBHIP

1. New pole lines and extensions of existing pole lines will
continue to be placed by SBTAT if required for joint use. This
typically involves requirements to serve new growth arsas.

2. Intermediate poles required in existing pole lines and minor
extensions of existing pole lines to *"finish out the block" will
normally be placed by the Company owning the majority of the
poles in that line.

FPLOO111
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3. Individual poles requiring replacement due to deterioration
or to obtain additional height/strength will normally be
replaced -by the Company owning the existing pole. However, if
both parties agree, the pole may be replaced by the company
owning the majority of the poles in the line if that will lead

toward a reduction of mixed ownership.

4, When extensive segments of existing pole lines require
replacement, such as in conjunction with a highway relocation
job, SBT&T will place the new poles if required for joint use at

the time of replacement or in the future.

CONCRETE POLES

All concrete poles placements will be made by FP&L. All cdncrete
poles will be pre=drilled to accommodate one cable attachment, A
grounding pigtail should also be provided on all of those poles
having a vertical ground wire, The standard height for
pre=drilled holes in 40 foot concrete poles will be 22' above
the ground line unless a different height is negotiated between
the Companies during the design stage. SBTLT forces may also
drill holes in concrete poles when approved by FP&L.

Questions regarding this letter and the joint use agreement may
be directed to your Company's Joint Use Contrac¢t Coordinator(s).

Approved:
BOUTHERN BELL TEL. & TEL. CO. FLORIDA POWER & LIGHT CO,

W e o

W. R. Perry ( R. X. Clelo, Director
General Manager, Network Distribution Engineering Dept.

SBT&T File 740.0606
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P.O.BOX OHI00 MIAMI, FL 33102

Southem.Bel{ Fpl—

FLORIDA POWER & LIGHT COMPANY

Aoom 1511, Southemn Bell Tower
301 W. Bay Street
Jacksonviile, Flonda 32202

July 15, 1987

General Managers - Network Division Engineering Managers
District Engineers Engr/Service Planner Svcs.
Southern Bell Tel. and Tel Co. Florida Power and Light Co.

Subject: Joint Use Agreement - SBT&T CO./FP&L Co.
Operating Policy Update

Representatives of Southern Bell Telephone Co. (SBT&T) and
Florida Power and Light Co. (FP&L) have investigated ways to
improve the overall effectiveness of our Joint Use Agreement and
to eliminate certain long standing joint use problems.

The following guidelines should clarify the responsibility of
each Company under a variety of circumstances. These guidelines
are not intended to change the terms ¢of the existing joint usge
agreement but do change some previous interpretations,
particularly in respect to the replacement of poles.

These guidelines apply to FP&L/SBT&T cperations Statewide and
should be phased in as new jobs are initiated. As every
eircumstance c¢annot be covered, it is anticipated that there
will be some exceptions negotiated in the Districts.

FOLE OWNERSHIP

1. New pole lines and extensions of existing pole lines will
continue to be placed by SBT&T if required for joint use. This
typically involves requirements to serve new growth areas.

2. Intermediate pocles required in existing pole lines and minor
extensions of existing pole lines to "finish ocut the block" will
normally be placed by the Company owning the majority of the
poles in that line.

FPLO0113
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3. Individual poles requiring replacement due to deterioration
or to obtain additional height/strength will normally be
replaced by the Company owning the existing pole. However, if
both parties agree, the pole may be replaced by the company
owning the majority of the poles in the line if that will lead
toward a reduction of mixed ownership.

4, When extensive segments of existing pole lines require
repiacement, such as in conjunction with a highway relocation
job, SBT&T will place the new poles if required for joint use at
the time of replacement or in the future.

CONCRETE POLES

All concrete poles placements will be made by FP&L. All cdncrete
poles will be pre-drilled to accommodate one cable attachment, A
grounding pigtail should also be provided on all of those poles
having a vertical ground wire, The standard height for
pre=-drilled holes in 40 foot concrete peoles will be 22' above
the ground line unless a different height is negotiated between
the Companies during the design stage. SBTLT forces may also
drill holes in concrete poles when approved by FP&L.

Questions regarding this letter and the joint use agreement may
be directed to your Company's Joint Use Contrac¢t Coerdinator(s).

Approved:
BOUTHERN BELL TEL. & TEL. CO. FLORIDA POWER & LIGHRT CO,
.3 {
\J
LA ¢ e
W. R. Perry ( R. X. Cielo, Director

General Manager, Network Distribution Engineering Dept.

SBT&T File 740.0606
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EXHIBIT J, SUMMARY OF ADVANTAGES AND
DISADVANTAGES AT&T ENJOYS OVER THEIR
ALLEGED COMPETITORS
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Exhibit J Summary of Benefits and Advantages

Value

ll}a ef::’en:ci Benefits and Advantages AT&T enjoys from
G ;r‘ # the JUA
7 Avoidance of Market Rates
8 Bargaining Power
9 Guaranteed Access — poles built to suit and
avoided initial construction make-ready cost.
10 Capacity Expansion and Make-Ready Avoidance
for First Time Attachments.
a. Advantage to AT&T.
b. Disadvantage to AT&T’s alleged
Competitors.
11 Guaranteed Free Make-Ready for Mature Joint
Use Poles already having AT&T Attachments.
12 Time-Value of money
13 Space Used — Cost to relocate AT&T —
Disadvantage to AT&T’s alleged competitors
14 Lifetime of Free Make-ready for replaced poles
15 Permitting Requirement to attach to FPL poles
16 Ease of Access to FPL’s poles
a. Advantage to AT&T
b. Disadvantage to AT&T’s alleged
competitors
17 Access to Rights-of-way and Easements
Obtained by FPL
a. Easements - Current advantage over
CATV carriers or all telecommunication
industry without a JUA 1n place
b. Right-of-way permits
18 No Unauthorized Attachments »
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Erisrenc Benefits and Advantages AT&T enjoys from
Paragraph Value

4 the JUA

19 Direct vs. Indirect Make-Ready Fees This saves about 20% of the
make-ready cost an alleged
competitor pays

20 Flexibility Faster, safer work environment.
Less expensive fleet
investment.

21 Expansion of Capacity — Disadvantage to Alleged competitors face denial

AT&T’s alleged competitors of access.

22 Transfer of Ownership — AT&T advantage Guaranteed right to take
ownership of a pole without
disruption of normal operations.

23 Common Pole Bond — alleged competitor Other telecom provider required

disadvantage. to pay for special need pole
bonds when required.

24 Insurance Telecom providers required to
meet more stringent insurance
requirement, which costs them
more.

25 Increase in Stronger/Concrete Poles FPL investment to
accommodate AT&T on joint
use poles. Not required for
AT&T’s alleged competitor.

26 Bond and Removal Fees Alleged competitors exposed to
additional expense

27 Contribution from FPL to Build a New This term was put into the JUA

Relocated Pole Line

so AT&T could move their
facilities if 1t felt the
transmission facilities would
interfere with their service.
AT&T’s alleged competitors
must choose to stay on the pole
or relocate at their cost.

o
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EXHIBIT K, CALCULATION OF NET PAYMENTS
OWED UNDER OLD TELECOM RATE AND NEW
TELECOM RATE
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BELLSOUTH
TELECOMMUNICATIONS, LLC,
d/b/a AT&T Florida,

FLORIDA POWER & LIGHT COMPANY,

o

PUBLIC VERSION

Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

Proceeding No. 19-187
Complainant,
Bureau [D No. EB-19-MD-006
v.

N N N N N N N N N e

Respondent.

DECLARATION OF WILLIAM ZARAKAS
IN OPPOSITION TO POLE ATTACHMENT COMPLAINT

My name is William P. Zarakas. [ am a Principal with The Brattle Group, an economics
consulting firm, where I work primarily on economic and regulatory matters concerning
the communications and energy industries. I have been involved in the economic analysis
of issues facing these industries for roughly 30 years. I have provided reports and/or
testimony before the Federal Communications Commission (FCC), the Federal Energy
Regulatory Commission (FERC), the Securities and Exchange Commission (SEC), the
Copyright Royalty Judges (Library of Congress), the U.S. Congress, state regulatory
agencies, arbitration panels, foreign governments, and courts of law. I have previously
provided testimony and/or expert reports to the FCC on a range of issues and proceedings,
including: the economic issues associated with mergers and acquisitions (e.g.,
Sprint/TMobile, AT&T/Time Warner, Tribune/Nexstar); the economics and feasibility of
deploying broadband networks; competitive analysis with respect to the market for
business service data (BDS); market share and churn analyses; cost models; foreclosure
and bargaining models; and, pole attachments matters. My curriculum vitae is attached to

this declaration.

Counsel for Florida Power & Light Company (“FPL”) requested that I review the Pole
Attachment Complaint submitted to the Federal Communications Commission (“"FCC” or

“Commission”) by BellSouth Telecommunications LLC d/b/a AT&T Florida (“AT&T™),
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and respond to the declaration of Dr. Christian Dippon, who asserted that the pole
attachment rates that FPL charged AT&T are not just and reasonable. Dr. Dippon based
this assertion on his finding that: 1) FPL exercised undue bargaining power over AT&T in
negotiating the terms and rates charged for pole attachments, and 2) the joint use agreement
between FPL and AT&T provided no material benefit to AT&T above that provided to

competitive local exchange carriers (CLECs) under their leasing arrangements with FPL.

Dr. Dippon did not prove that FPL’s conduct is indicative of unequal bargaining power, nor
did he demonstrate that AT&T does not enjoy material benefits under the joint use

agreement compared to what CLECs receive under leased pole attachment arrangements.

Background

FPL is an electric utility serving 35 counties in Florida. AT&T is an incumbent local
exchange carrier (“ILEC”). FPL and AT&T entered into a joint use pole attachment
agreement in 1975,' at which time AT&T attached to 253,209 FPL poles and FPL attached
to 173,256 AT&T poles, for a total 0f 426,465 poles and a roughly 60% / 40% ownership
split. FPL’s percentage of joint use pole ownership declined slightly through 1998, at
which time AT&T attached to 322,943 FPL poles and FPL attached to 252.888 AT&T
poles, for a total of 575,831 poles and a roughly 56% / 44% ownership split. The ratio of
FPL / AT&T pole ownership changed again between 1998 and 2017. AT&T’s pole
ownership is higher in 2017 than it was when the joint use agreement was entered into
(AT&T owned 173,256 poles in 1975 and owned 216,850 poles in 2017), but the FPL /
AT&T ownership split shifted to roughly 66% /34% in 2017. Overall, between the
initiation of the joint use agreement in 1975 through the current period, AT&T"s

percentage of pole ownership has declined by about 6%.

The percentages of pole ownership are mainly the result of which party (FPL or AT&T)
opted to construct new poles. From 1975 through 2017, the FPL-AT&T pole network
increased by 208,943 poles, or by 49% over the 426,465 poles in place in 1975. This

The 1975 joint use agreement was between FPL and an AT&T predecessor company, Southern Bell
Telephone and Telegraph Company. The FPL-AT&T joint use agreement was amended in 2007.

2
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increase in poles was largely due to the infrastructure required to serve new customers.
Both FPL and AT&T added poles on an annual basis through roughly 1998, when each
company’s pole count increased by more than 30,000 poles. After that time, AT&T
engaged in relatively little pole construction. The change in the percentage of AT&T’s
pole ownership was thus due to AT&T’s own initiatives; it could have maintained or

increased the pole ownership ratio that was in place in 1975 by building out more poles?.

It is my understanding that pole owners are required, by federal legislation, to allow non-
ILEC telecommunications providers and cable television operators to attach to their
respective poles at rates following formulas set by the FCC or state regulators. On the
other hand, ILECs “have no statutory right to nondiscriminatory pole access under section
224(f)(1).”* Electric utilities and incumbent local exchange carriers had entered into joint
use agreements and shared joint pole networks before federal legislation (requiring that
pole access be given to non-ILECs) was passed. Joint use agreements “reflect a decades-
old contractual responsibility of incumbent LECs to share in infrastructure costs and also
account for the fact that incumbent LECs still own many poles today.” The arrangements
under which FPL and AT&T attach to each other’s poles, as well as any payments due one

another, are specified in such a joint use agreement.

The rates that are charged by FPL to AT&T are different than the rates that FPL charges to
non-ILECs (i.e., CLECs and cable companies). These latter rates are set under formulas
specified by the FCC, referred to as the Telecom Rate and Cable Rate, respectively. Also,
joint use agreements between [LLECs and electric utilities “implicate rights and
responsibilities that differ from those in typical pole lease agreements between utilities and
telecommunications carriers and cable operators.”® That is, joint use agreements typically

provide ILECs with benefits that are not similarly conveyed to non-ILECs. FPL indicates

(8]

Declaration of Thomas J. Kennedy on Behalf of Defendant Florida Power and Light Company. ] 8.

In the Matter of Implementation of Section 224 of the Act, a National Broadband Plan for Our Future, WC
Docket No. 07-245, GN Docket No.09-51, Report and Order and Order on Reconsideration, April 7, 2011
(2011 Pole Attachment Order), § 207.

Id., 216 n.654.
2011 Pole Attachment Order, § 217.

W
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that this is the case with respect to the FPL-AT&T joint use agreement; it provides for

benefits that are not provided to non-ILECs under lease arrangements.

. AT&T's Complaint

8.  Inthe current Complaint, AT&T claims that FPL is overcharging it for pole attachments
because, it alleges, the arrangements under which AT&T is able to attach to FPL poles are
similarly situated to the arrangements provided by FPL to non-ILECs, while the rates for
pole attachments that FPL charges AT&T exceed those that FPL charges non-ILECs under
lease arrangements. AT&T asserts that this combination of allegedly similarly situated
services and a higher rate is evidence that rates that FPL is charging AT&T are not just and
reasonable. AT&T also claims that FPL was able to charge these higher rates because it
owns more poles in the FPL-AT&T joint pole network than does AT&T, and was thus able

to exert bargaining power over AT&T.

9.  The FCC provided guidance as to its standard for “just and reasonable” rates in its 2011
and 2018 Pole Attachment Orders. In its 2011 Pole Attachment Order, the FCC drew a
distinction between existing versus new agreements between electric utilities and
incumbent local exchange carriers such as AT&T. The Commission found that many joint
use agreements between utilities and ILECs were entered into at a time when the parties
had more balanced negotiating positions, and concluded that it was “unlikely to find that
the rates, terms and conditions in existing joint use agreements unjust or unreasonable.””

However, with respect to new agreements — i.e., those entered more recently, when pole

ownership may be more skewed to utilities — the FCC found that, when an ILEC can

demonstrate that “it is obtaining pole attachments on terms and conditions that leave them
comparably situated to telecommunications carriers or cable operators,” then “competitive
neutrality counsels in favor of affording incumbent LECs the same rate as the comparable

297

provider.”” On the other hand, in circumstances when the pole attachment agreement

provides the ILEC with a material advantage over telecommunications carriers or cable

® 2011 Pole Attachment Order, § 207.
T, {217
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operators, the FCC found that a higher rate can be charged, and that the “high-end telecom
rate” could serve as a reference point in making such a determination.® I understand that,
under the 2011 Pole Attachment Order, incumbent LECs carry the burden of proving that
their pole attachment arrangements are similarly situated to the arrangements provided to

non-ILECs.’

In addition, the FCC indicated in its 2011 Pole Attachment Order that evidence of
bargaining power in setting pole attachment rates is an important consideration in the

FCC’s evaluation of ILEC pole attachment complaints.'®

[t is my understanding that, in its 2018 Pole Attachment Order, the Commission switched
the burden of establishing whether there are similarly situated circumstances, from the
ILEC:s to the utilities. Specifically, it adopted a presumption that, “for newly-negotiated
and newly-renewed pole attachment agreements between incumbent LECs and utilities, an
incumbent LEC will receive comparable pole attachment rates, terms and conditions as a
similarly-situated telecommunications carriers or a cable television system.”!! In cases in
which the utility is able to rebut the similarly situated presumption, the FCC ruled that the
pre-2011 Pole Attachment telecommunications carrier rate (i.e., the “old telecom rate™) is

the maximum rate that a utility and ILEC may negotiate.'?

Counsel for FPL has indicated to me that the FPL contends that its joint use agreement with
AT&T should not be affected by either the 2011 or 2018 Pole Attachment Orders because

it was an existing joint use agreement at the time that the FCC issued its 2011 Pole

The FCC modified the pole attachment rate formula under which pole owners (i.e., electric utilities and
ILECs) charge non-ILEC telecommunications companies for access to poles in 2011. The modified rate is
generally referred to as the “new telecom rate.” The formula under which pole attachment rates were
calculated for non-ILEC telecommunications companies prior to the 2011 Pole Attachment Order is
referred to as the “old telecom rate,” the “pre-existing telecom rate” or the “high-end telecom rate.”

2011 Pole Attachment Order, §217.
Id., q215.

In the Matter if Accelerating Wireless Broadband Deployment by Removing Barriers to Infrastructure
Investment; Accelerating Wireline Broadband Deployment by Removing Barriers to Infrastructure
Investment, WT Docket No. 17-79, WC Docket No. 17-84, Third Report and Order and Declaratory
Ruling, August 2, 2018 (2018 Pole Attachment Order), ] 123.

2018 Pole Attachment Order, § 129.
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Attachment Order. However, for purposes of my review, Counsel directed me to consider
the guidelines from the FCC in its 2011 Pole Attachment Order in any analysis that I

conduct.

13.  AT&T retained Dr. Christian Dippon as its economic expert to opine on whether or not the
pole attachment rates charged by FPL to AT&T were just and reasonable. Dr. Dippon
concluded that the rates that FPL charged AT&T for pole attachment are not just and
reasonable because the rate charged is higher than the rate charged to non-ILECs for

comparable pole attachment arrangements.

14, Dr. Dippon specified two requirements for determining whether the rate that FPL charges
AT&T for poles attachment is just and reasonable: “First, a just and reasonable rate must
be competitively neutral. That is, the rate must be consistent with the rates charged to
similarly situated telecommunications attachers. Second, the just and reasonable rate
charged to an ILEC is one that falls within a specified range between the FCC’s new
telecom and preexisting telecom rate formulas.”!* Dr. Dippon also concluded that FPL was
able to charge higher rates because it has a superior bargaining position over AT&T (i.e., it

owns more poles that are in the FPL-AT&T joint use network than does AT&T).

5. Thave reviewed the evidence underlying Dr. Dippon’s claim that FPL exerted bargaining
power over AT&T with respect to pole attachments, and his conclusion that the pole
attachment arrangements provided to AT&T under the joint use agreement is similarly
situated to the attachment arrangement afforded non-ILECs under lease arrangements with

FPL. I find that the evidence available does not support either of these assertions.

16. Dr. Dippon’s conclusion regarding FPL’s bargaining power was based on his review of the
percentage of FPL ownership in the FPL-AT&T joint pole network and upon
representations made by AT&T personnel concerning FPL’s behavior during negotiations
and other communications with AT&T.'* As I explain below, well established bargaining

theory recognizes that, in this case, a majority percentage of pole ownership is not the sole

15 Affidavit of Christian M. Dippon In Support of Pole Attachment Complaint, § 20.

'*" Dippon Declaration, 1 18.
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indicator of bargaining power, and that consideration of outside options (for both AT&T
and FPL) serves to offset any potential bargaining power differentials. FPL asserts that it
offered to buy AT&T’s poles and negotiate (with AT&T) contractual arrangements and
pole attachment rates similar to those conveyed to non-ILECs.!® This offer indicates that
AT&T faced a lower cost alternative (compared to the alternatives available to FPL), and
therefore mitigates any bargaining power differential which might arise from pole
ownership percentages. In addition, FPL’s behavior in negotiations — offering its counter-
party a lower cost alternative — runs counter to the type of behavior expected from a firm

exerting superior bargaining power.

Dr. Dippon, as well as Ms. Dianne Miller and Mr. Mark Peters, also found that “AT&T
does not enjoy material net benefits” under its joint use agreement with FPL,'® compared to
pole attachment arrangements provided by FPL to non-ILECs under lease arrangements
(by way of the FCC’s regulated Telecom rate). This is in contrast to the benefits
summarized by Mr. Kennedy in his declaration and noted by the FCC in its review in prior
pole attachment complaints.!” It also diverges from the preference revealed by AT&T in
opting to continue with a joint use agreement rather than pursue FPL’s offer to buy
AT&T’s poles and negotiate contractual arrangements and pole attachment rates similar to
those conveyed to non-ILECs. Such a preference indicates that AT&T perceives that the
pole attachment arrangements under the joint use agreement is superior to that provided

under the lease arrangements.

FP&L’s Conduct is Not Indicative of undue bargaining power

The 1975 Joint Use Agreement targeted the percentage shares of pole ownership at 47.4%
for AT&T and 52.6% for FPL, referred to in the agreement as the “objective

Kennedy Declaration, { 36.
Dippon Declaration, 1 33-40

In the Matter of Verizon Florida LLC, Complainant v. Florida Power and Light Company, Respondent.
Docket No. 14-216 File No. EB-14-MD-003, February 11, 2015, 9 24.
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percentage(s).”'® The objective percentage of pole ownership is an important measure in
the joint use agreement because payments (i.e., equity settlements) are due only when one
party’s actual pole ownership is less than the agreed upon objective percentage.'® These
objective percentages were negotiated between FPL and ATT, as evidenced by a May 1975
letter from Southern Bell to FPL, in which AT&T summarized its proposal and FPL’s

acceptance of space usage and adjustment rate provisions.?

When the FPL-AT&T joint use agreement was initiated in 1975, AT&T owned roughly
40% of the poles in the joint pole network while FPL owned the remaining 60%. Southern
Florida was, and continues to be, a growth area, so any shortfall between the objective
percentage for AT&T specified in the joint use agreement (47.4%) and AT&T’s then actual
percentage of pole ownership (roughly 40%) was envisioned to be made up through

AT&T’s construction of new poles.?!

Review of pole ownership statistics indicates that AT&T increased its percentage
ownership of poles to roughly 44% in 1988 and maintained this ownership percentage
through 1998.22 Subsequently, the percentage of AT&T pole ownership declined,
eventually reaching its current level of 34%. This reduction in AT&T’s percentage of pole
ownership is due to AT&T not engaging in new pole construction. Furthermore, AT&T
has not sought to purchase any joint use poles from FPL as a means of attaining the

objective percentage of pole ownership.?® Thus, any reduction in the percentages of pole

20

2l

22

Joint Use Agreement Between Florida Power & Light Company and Southern Bell Telephone and
Telegraph Company, § 1.1.19.

Joint Use Agreement, § 10.9. “The party having less than its objective percentage ownership of jointly
used poles shall pay an equity settlement to the other party for the calendar year a sum equal to the
appropriate adjustment rate times the number of poles it is deficient from its objective percentage of
ownership.”

May 19, 1975, C.S. Ferris, Chief Engineer, Southern Bell, to J.M. Tinsley, Chief Engineer, attached to the
Kennedy Declaration as Exhibit B.

Joint Use Agreement, § 4.3. *...the party owning less than its objective percentage of joint use poles
under this Agreement shall erect or replace within a reasonable time any joint use pole, or any other pole
to be so used, that is required by either of the parties and be the owner thereof.”

Kennedy Declaration, § 35.
1d., | 34.
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ownership largely reflects AT&T’s own preferences. Going forward, AT&T can increase
its percentage of pole ownership if it is willing to construct new poles. It can also request

transfers of pole ownership from FPL.

The decline in AT&T’s pole ownership percentage also coincides with the change in
regulation away from a rate of return framework in which earnings are based on a rate
base. The shift away from rate-of-return regulation for ILECs has reduced their incentives

to invest in assets?*

There is no evidence that FPL has taken any proactive action to exploit its alleged increase
in bargaining power. Specifically, it has not changed the terms or formulas in the original
joint use agreement in order to realize higher rates. As indicated earlier, payments from
AT&T to FPL are due only when AT&T’s percentage of pole ownership falls below the
agreed upon objective percentage and, then, payment is only due for the “number of poles

it is deficient from its objective percentage of ownership”?

multiplied by the adjustment
rate, which is based on a formula which calculates the “average annual cost of joint use
poles for the next preceding year,” and where the annual cost is defined as the “average
historic in-place cost of joint use poles ... multiplied by an annual charge rate comprised of
amortization factors, taxes and other elements of cost as determined in accordance with
acceptable accounting practices.” This formula, based on actual costs, has not changed

since the Joint Use Agreement was signed in 1975.

Telling evidence of the absence of bargaining power on the part of FPL can be found in the
discussions and negotiations between FPL and AT&T themselves. AT&T and Dr. Dippon
assert that AT&T was held hostage by FPL, with FPL refusing to consider alternatives to

24

25

26

This is not to suggest than AT&T or other ILECs have neglected to invest in the infrastructure that is
needed to effectively deliver services. Also, with respect to the regulation of electric utilities, some
analysts have criticized rate of return regulation as producing the unintended consequence of incentivizing
utilities to over-invest in assets in order to build up their rate base and, hence, earnings. To counteract
such an incentive, state regulatory commissions, including the Florida Public Service Commission reviews
the prudency of investments and rate base as part of the rate case process.

Joint Use Agreement, § 10.9.
Id., §10.6.
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the rates set forth in the joint use agreement.?’” However, as indicated above, FPL presents
an entirely different account. FPL agrees with AT&T that it does not see a reason to
change the joint use agreement, but also indicates that it has presented AT&T with
alternative arrangements. Specifically, FPL indicates that, over the last five years, it has
offered to purchase AT&T’s poles and negotiate attachment rates and arrangements that
would be comparable to what FPL provides to non-ILECs.2® However, FPL indicates that

AT&T was largely unresponsive to its offer.

24. FPL’s offer and AT&T’s decision to not pursue it is informative on two counts. First,
AT&T’s preference reveals that it finds value in the arrangements for pole attachments
provided under the joint use agreement over that afforded under lease arrangements.
Second, FPL’s behavior does not indicate that it was exerting bargaining power to force
AT&T into continuing with the joint use agreement. Instead, any impasse in negotiation
stems from AT&T’s preference for retaining the joint use agreement pole attachment while
also demanding that it pay the rate associated with a differently situated pole attachment

arrangement (i.e., under the non-ILEC telecom rate).

25, In addition, relying on the percentage of pole ownership as a primary indicator of
bargaining power is misleading for the case at hand. Joint pole ownership involves mutual
dependence on pole access, which differs significantly from the buyer / seller relationships
underlying traditional market power analysis (i.e., where buyers of a service are also not
sellers of the same service). FPL would be significantly harmed by foreclosure of access to
the 40% of joint use network poles that were owned by AT&T in 1975, and will likewise
be harmed by foreclosure of access to the 34% of that are currently owned by AT&T. It
would be irrational for FPL to engage in a game of brinksmanship with AT&T, irrespective
of any potential differences between FPL and AT&T in harm associated with loss of the

joint use agreement.

27

Dippon Declaration, § 14.

8 Kennedy Declaration, § 36.

10
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The Commission itself has acknowledged that the percentage of pole ownership is not the
sole indicator of bargaining power. In its 2011 Pole Attachment Order, the Commission
explained that well established bargaining theories “predict that each party will consider its
best alternative to a negotiated agreement when negotiating.” Specifically, the
Commission noted that, although pole ownership percentage may be an initial indicator of
bargaining power, “if there were less-costly alternatives for the incumbent LEC to pole
deployment, or additional costs that the electric utility would need to consider under the
best outside alternative, this would reduce the disparity in the relative bargaining power of

the parties.”

In the absence of mandatory ILEC pole access, the least cost alternatives for AT&T and
FPL would be the avoided cost associated with building out an independent pole network —
a very costly alternative. However, AT&T was also given the option to withdraw from
pole ownership altogether, as explained in Mr. Kennedy’s declaration. This option is
almost certain to be considerably less costly than would be the case should AT&T have to
deploy its own pole network. This next best option serves to offset any potential
bargaining power differences that might accompany a differential in present-day pole

ownership.

The Joint Use Agreement and Non-ILEC Altachment
Arrangements Are Not Comparably Situated

An important part of the FCC’s 2011 and 2018 Pole Attachment Orders concerns the terms
and benefits associated with incumbent LEC joint use agreements compared to those
available to non-ILECs and cable companies; that is, determining whether or not the
arrangements under which ILECs are able to attach to utility poles are similarly (or
comparably) situated with the arrangements under which non-ILECs are permitted to
attach. I understand. based on a representation from Counsel and my reading of the FCC’s

2011 Pole Attachment Order, that AT&T has the burden of demonstrating that the

20

2011 Pole Attachment Order, § 206 n. 618.

11
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arrangements for pole attachments afforded it under the Joint Use Agreement are similarly

situated with those provided to non-ILECs under their lease arrangements with FPL.*

29. The Declarations of Ms. Dianne Miller and Mr. Mark Peters assert that AT&T receives no
material benefits under the joint use agreement compared to what is received by non-ILECs
under lease arrangements with FPL. Dr. Dippon also addresses this issue, and concludes
that, when the cost of AT&T’s reciprocal rights and responsibilities under the joint use
agreement are taken into account, AT&T does not receive any net material benefit. Dr.
Dippon also points out that the benefits that AT&T realizes under the joint use agreement
(above those realized by non-ILECs under lease arrangements) are also realized by FPL
when it uses AT&T poles, so any benefits that AT&T receives under the joint use
agreement are, effectively, cancelled out. Thus, according to Ms. Miller, Mr. Peters and
Dr. Dippon, AT&T would be at least equally well off — and possibly better off — if it were
able attach to FPL’s poles under the non-ILEC lease arrangement and have no reciprocal

obligation to provide joint use type services to FPL.

30. However, their assertions are contradicted by AT&T’s own actions and revealed
preference. A reasonable and very practical test of comparability is whether or not AT&T
is willing to substitute its joint use agreement for an arrangement that is the same or
comparable to that provided by FPL to non-ILECs. As indicated above, FPL has sought
several times to purchase AT&T’s poles and negotiate attachment arrangements and rates
that would be comparable to the arrangements and rates that FPL provides to non-ILECs.*!
Such a conversion would remove any doubt about whether or not ILEC and non-ILEC
attachment arrangements are comparably situated. However, FPL indicates that AT&T did
not respond to its offers, strongly suggesting that AT&T does not consider that the two pole
attachment arrangements — one under the Joint Use Agreement and the other under FPL’s

lease arrangements to non-LECs — are similarly situated.

302011 Pole Attachment Order, § 217.
31 Kennedy Declaration,  36.
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AT&T’s revealed preference is also aligned with representations made by FPL concerning
the benefits that AT&T receives under the joint use agreement compared to those received
by non-ILECs under leasing arrangements. As summarized in the Declaration of Thomas
Kennedy, these material net benefits include: guaranteed access and capacity (including
FPL modify replacing existing poles to meet height and/or strength required to
accommodate AT&T’s needs); make-ready avoidance; and, savings in terms of time value
of money (AT&T pays any fees due annually in arrears under the joint use agreement,

whereas non-ILECs pay for leasing semi-annually in advance).*?

These material advantages are also in line with the net benefits noted by the FCC in prior
reviews. These include the value associated with the ILEC occupying the lowest usable
space on a pole, utility accommodation of ILEC space needs by installing taller poles, and
waived make-ready costs and post-inspection fees.>* The Commission also recognized that
ILECs receive value from access (to utility poles) itself,** which would likely be significant

in monetary terms.

In addition to these ongoing benefits, AT&T also realized considerable benefits over time,
in terms of cost and deployment efficiencies associated with its joint pole use arrangement
with FPL. The joint use agreement formed a sharing arrangement through which each
party was able to reduce its costs of service without compromising quality. This gave
AT&T ready and unfettered access to the joint pole network as if it were its own. Seamless
access to a pole network in the era before implementation of the Telecommunications Act
of 1996 also allowed AT&T to establish itself as a reliable service provider in the eyes of
its customers, which was a key factor in enabling the company to maintain a strong market

share in the evolving market.

[
o

[
[

34

Kennedy Declaration, ] 9-27.

In the Matter of Verizon Florida LLC, Complainant v. Florida Power and Light Company, Respondent.
Docket No. 14-216 File No. EB-14-MD-003, February 11, 2015, §24.

Id. As indicated earlier, the Commission recognized that ILECs “have no statutory right to
nondiscriminatory pole access under section 224(f)(1).” 2011 Pole Attachment Order, § 216 n.654.

13
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Conclusion

Two of the foundational elements underlying AT&T’s assertion that the pole attachment
rates charged by FPL are unjust and unreasonable are without basis and contradicted by the
available evidence. Specifically: 1) bargaining theory and FPL’s behavior do not support
allegations that FPL exerted bargaining power over AT&T and 2) AT&T’s revealed
preference (in opting to not accept FPL’s offer to buy AT&1’s poles and negotiate a pole
attachment arrangement that would be comparable to that provided to non-ILECs) indicates

that AT&T receives positive net benefits under the joint use agreement.
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Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true

and correct.

Executed on September 42 , 2019

WILLIAM P. ZA
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William Zarakas is a Principal with The Brattle Group, an economics consulting firm, and an expert on
economic and regulatory matters in the electricity, telecommunications and media industries. He heads
Brattle’s retail energy practice, and leads much of Brattle's work concerning regulatory and business
models, cost and rate analysis, infrastructure deployments and grid modernization, and smart grid and
utility platform issues. Mr. Zarakas has authored reports and articles on performance based regulation
(PBR), “utility of the future” visions and implementation, and inter-modal competition in the retail
electricity sector.

Mr. Zarakas also has a leadership role in Brattle's practice in telecommunications and media. He has
provided expert reports and testimonies in a range of regulatory proceedings concerning competition
issues in the telecommunications industry, access and infrastructure sharing, forbearance from price
regulation, and foreclosure and price effects associated with mergers among telecom carriers and media
companies. He has also developed models concerning the economics and financial feasibility of
building-out broadband infrastructure, conducted valuations of a wide range of wireless spectrum bands
and holdings, and examined the distribution of royalties and retransmission fees in the cable and satellite
television industries.

He has also led special investigations on behalf of corporate boards of directors and audits of
management practices and operational and financial performance on behalf of regulatory commissions.
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University of New York.

Utility Regulatory and Business Models. Analyzed, advised and/or testified on matters concerning
regulatory frameworks, performance-based regulation (PBR) and utility business models, notably with
respect to emerging competitive alternatives and network integration. Recent work includes:

» Analyzed implementation of New York’s Reforming the Energy Vision by modeling the
economics of the utility platform model, access pricing and financial impacts of retail
competition on utility.

« Analyzed, advised and/or testified on matters concerning performance incentive mechanism
(PIMs); e.g., analyses of: New York’s “earnings adjustment mechanisms” on behalf of New York’s
six investor owned utilities) and performance measures and incentive structures on behalf of the
Hawaiian Electric Companies.

» Surveyed and analyzed PBR frameworks and applications, including multi-year rate plans
(MRPs), PIMs and other alternative regulatory mechanisms, including the U.K.’s “RIIO” model.
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+ Surveyed and analyzed regulatory approaches to setting electric distribution reliability standards
around the world on behalf of the Australian Energy Market Commission (AEMC).

» Modeled multi-variate “utility of future” scenarios using system dynamic approach on behalf of
utilities and industry groups.

» Advised Board of Directors of a major generation and transmission (G&T) cooperative and its
member electric distribution cooperatives on matters concerning: asset valuations, risk
management strategy, merger and acquisition options, and outlook for retail electric markets.

Infrastructure and Investment Analysis. Analyzed and testified on matters concerning infrastructure
economics and financial feasibility. Work includes:
» Led benefit-cost and economic “break-even” analysis of utility system reliability and resilience
investment using a value of lost load (VOLL) methodology on behalf of Public Service Electric &
Gas Company (PSE&G).
» Developed cost and revenue models to estimate costs, feasibility and customer rates associated
with deploying wireless broadband to rural areas on behalf of GCI Communications.
» Conducted financial feasibility analysis concerning deployment of a broadband communications
network for an Asian electric utility.
» Analyzed economics and financial feasibility of providing (wholesale) transport and (retail)
broadband services for multiple U.S. electric utilities.
o Led comprehensive modeling concerning costs and rates for unbundled network elements
(UNEs), undertaken in fulfillment of requirements associated with the Telecommunications Act
of 1996, using the Total Element Long Run Incremental Cost (TELRIC) methodology.

Due Diligence, Valuation and Management Audits. Work includes:

» Due diligence of northwestern U.S. electric and gas utility on behalf of buyer; analysis included
comprehensive sales, revenue, and operating and capital cost modeling and scenarios.

+ Led numerous analyses of the values of wireless spectrum in the U.S., Canada, the Middle East
and North Africa (MENA), and other geographic markets. Scope of analyses included: PCS,
AWS, 2.3-2.5 GHz, SMR, PLMR, IVDS, MSS and Big Leo spectrum bands, among others, for
purposes of planning, transactional analysis, regulatory proceedings, domestic and international
arbitration, and commercial litigation.

» Led strategic organizational options analysis for the Board of Trustees of the Long Island Power
Authority (LIPA).

« Led special investigations; e.g., economic analysis of “swap” transaction for the Special
Committee of the Board of Directors of Global Crossing.

» Led management and/or regulatory audits of utilities and telecommunications carriers on behalf
of state regulatory commissions Alabama, Kentucky, Maryland, New York and Pennsylvania.

Competition and Antitrust. Recent work includes:
» Analyzed prospective merger savings and divestiture losses for electric and gas utilities in
merger applications before the U.S. Securities and Exchange Commission (SEC).
» Analyzed effectiveness of retail competition in U.S. electricity markets.
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+ Examined market structure and degree of competition in U.S. retail telecom markets, with regard
to Petitions for FCC to forbear from price regulating resale services and UNEs.

» Conducted merger simulation and horizontal and vertical foreclosure analyses for telecom and
media mergers; e.g., Comcast-Time Warner Cable; AT&T-Time Warner; Sinclair-Tribune; and,
Disney-Fox.

» Led comprehensive analysis of competition in U.S. markets for business data services (BDS,
previously referred to as special access).

« Analyzed acquisition price premium in merger of cross-state gas and electric utilities.

Other Regulatory Analyses. Recent work includes:

» Led benchmarking studies of utility costs and regulatory practices.

» Analyzed markets for and costs of providing utility pole attachments.

» Calculated total factor productivity (TFP) and X factors in price regulation proceedings involving
utilities before state regulatory commissions and incumbent telecommunications carriers before
the FCC.

« Analyzed costs and value of retransmitted television programming in cable and satellite video
markets on behalf of Music Claimants in proceedings involving distribution of royalty funds.

+ Examined impact of regulatory fees and constraints on economic output in 22 countries in the
Middle East and Africa for international mobile carrier.
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