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Before the
Federal Communications Commission
Washington, DC 20554

VERIZON VIRGINIA LLC and
VERIZON SOUTH INC.,
Complainants, Docket No.
File No.

V.
VIRGINIA ELECTRIC AND POWER
COMPANY d/b/a DOMINION VIRGINIA
POWER,

Respondent.

N N N N N N N N N N N N N N

POLE ATTACHMENT COMPLAINT

Virginia Electric and Power Company (“Dominion”) charges Verizon Virginia and

Verizon South (collectively, “Verizon”) a rental rate that is ||| G
I (o the new telecom rate applicable to Verizon’s competitors,

It does so pursuant to two essentially identical Joint Use Agreements (collectively, the “Joint Use
Agreement”) that took effect in 2011 and include terms and conditions that are, at best,
comparable to those in Dominion’s license agreements and are in many ways disadvantageous

relative to them. The Joint Use Agreement, like Dominion’s license agreements, requires

Verizon t pay for the os
But the Joint Use Agreement also requires Verizon to ||| GG
I i order to access Dominion’s poles. These unigue costs ensure that

Verizon is, at best, a party to a pole attachment agreement with “terms and conditions that leave
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»l

it ‘comparably situated’ to competitive LEC or cable attachers.”” As a result, “‘competitive

neutrality counsels in favor of affording incumbent LECs the same rate as the comparable

provider,” i.e., the New Telecom Rate or the Cable Rate.”

- I
The ramifications of this competitive disparity are extraordinary. Since the effective date

of the Pole Attachment Order, Verizon has paid up to_

_ more in gross rent each year than it would have paid at the Commission’s new

Verizon instead pays a rental rate that

telecom rate.* And its overpayments did not begin with the Pole Attachment Order. For
decades, it has paid far more than its competitors for comparable pole attachment terms and
conditions.

The Commission’s 2011 Order—and the Enforcement Bureau’s 2015 decision applying
the Order in the Verizon Florida proceeding—make clear that this competitive disparity must
end, as it both distorts competition and discourages broadband deployment. But Dominion has
stonewalled and rebuffed Verizon’s efforts to negotiate a just and reasonable rental rate for
nearly twenty-two months. Since October 2013, Verizon has done everything possible to
negotiate the just and reasonable rate from Dominion to which it is entitled under the 2011

Order, through exhaustive emails, letters, and conference calls, face-to-face meetings with

! Verizon Florida LLC v. Florida Power and Light Company, Memorandum Opinion and Order,
30 FCC Rcd 1140, 1142 (1 7) (EB 2015) (“Verizon Florida) (quoting Implementation of Section
224 of the Act; A National Broadband Plan for Our Future, Report and Order and Order on
Reconsideration, 26 FCC Rcd 5240, 5336 (1 217) (2011), aff’d Am. Elec. Power Serv. Corp. v.
FCC, 708 F.3d 183 (D.C. Cir. 2013), cert. denied, 134 S. Ct. 118 (2013) (“Pole Attachment
Order” or “Order”)).

2 |d. (emphasis added).
$Ex. A 1 25 (Affidavit of Mark S. Calnon, Ph.D. (July 31, 2015) (“Calnon Aff.)).
“1d. 1 26.
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Dominion executives, and most recently even in a private mediation attended by more than a half
dozen Dominion executives and lawyers. All to no avail: for a full year of negotiations,
Dominion did not even offer Verizon a different rental rate; when it finally did, Dominion
proposed a rate increase.

Dominion has based much of its intransigence on a claim that VVerizon enjoys “cost
savings, as compared to its CLEC competitors, through beneficial provisions of the Joint Use
Agreement[].” There are no such “cost savings,” however, that justify charging Verizon
competitively higher rental rates, let alone rental rates that are ||| GcINGNGNGGEE
I <1 nole higher than the Commission’s new telecom rate. A review of the
benefits asserted by Dominion® and those that the Enforcement Bureau asked the parties to

analyze in the Verizon Florida proceeding’ shows that Verizon is, at most, advantaged over its

amount is far surpassed by the costs that Verizon—but not its competitors—bears in order to
access Dominion’s poles, which must also be accounted for in setting a just and reasonable rate.’

The Commission should promptly reject Dominion’s effort to preserve its excessive and
increasing rates, find that the rates that Dominion has charged Verizon are unjust and

unreasonable, and set Verizon’s rate for the comparable (or less advantageous) terms and

® Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)) (emphasis in
original).

6
Id.
"Verizon Florida, 30 FCC Rcd at 1148, 1149-50 (] 21, 24).
8 Ex. A 1 69 (Calnon Aff.).
® Verizon Florida, 30 FCC Rcd at 1143 (f 8).
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conditions in the Joint Use Agreement at the new telecom rate that applies to Verizon’s
competitors. The Commission should also order Dominion to refund the amounts that Verizon

has overpaid. Since the Pole Attachment Order’s July 12, 2011 effective date, Verizon has paid

vty N < "z t vould hve pai at the
new teecom rate—with over Y -

with the 2014 rental year alone, when Verizon futilely sought a just and reasonable rate.’® By
returning these excess payments to Verizon, and setting Verizon’s just and reasonable rate at the
new telecom level, the Commission will provide valuable guidance to the industry that all
broadband providers, including incumbent telephone companies, are entitled to a just,
reasonable, and comparable rate under 47 U.S.C. § 224(b) for their pole attachments, and that
refusing to recognize that right during negotiations is not a strategy that will be countenanced by
the Commission.™

l. JURISDICTION AND PARTIES

1. The Commission has jurisdiction over this pole attachment dispute under the

Communications Act of 1934, as amended, including, but not limited to, Section 224 thereof.*2

9Ex. A 126 (Calnon Aff.).

1 Verizon has not had an opportunity to take discovery regarding this Complaint, but the best
data available to Verizon make it abundantly clear that Dominion’s demanded rates are unjust
and unreasonable as any alleged “advantages” that Verizon has been afforded under the Joint
Use Agreement have been de minimis. Should Dominion respond to this Complaint with
unsupported allegations or monetary claims, however, Verizon reserves the right to seek
discovery consistent with the Bureau’s Orders in other Pole Attachment Complaint proceedings.
See Procedural Schedule, Verizon Florida LLC v. Florida Power and Light Company, Docket
No. 15-73 (Apr. 16, 2015); Letter to Counsel, Frontier Commc’ns of the Carolinas LLC v. Duke
Energy Progress, Inc., 2015 WL 629032 (EB Feb. 12, 2015); Letter to Counsel, Frontier
Commc’ns of the Carolinas LLC v. Duke Energy Carolinas, LLC, 2015 WL 629033 (EB Feb. 12,
2015); Letter to Counsel, Commonwealth Tel. Co. LLC v. Metro. Edison Co., 2015 WL 629034
(EB Feb. 12, 2015).

12 See Pole Attachment Order, 26 FCC Rcd at 5327-28 (1 202-03).
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Verizon brings this Complaint pursuant to Section 224 and Sections 1.1401-1.1424 of the
Commission’s Rules.™

2. Verizon Virginia is a Virginia limited liability company and Verizon South is a
Virginia corporation. Each has its principal place of business at 22001 Loudoun County
Parkway, Ashburn, Virginia 20147. Each is an incumbent local exchange carrier (“ILEC”) that
provides telecommunications and other services in areas of Virginia.**

3. Dominion is a Virginia corporation with a principal place of business at 120
Tredegar Street, Richmond, Virginia 23219. Dominion is an electric utility that owns and
controls facilities used to distribute electricity and serves approximately 2.5 million customers in
Virginia and North Carolina. Dominion is a wholly owned subsidiary of Dominion Resources,
Inc., which is one of the nation’s largest producers and transporters of energy, serving over five
million utility and retail energy customers in ten states.*> Dominion is a “utility” within the
meaning of Section 224(a)(1) of the Pole Attachment Act. Dominion is not owned by any
railroad, any person who is cooperatively organized, or any person owned by the Federal
Government or any State.

4. The Commonwealth of Virginia, including its political subdivisions, agencies and
instrumentalities, has not certified to the Commission that it regulates the rates, terms and
conditions for pole attachments in the manner established by Section 224, which would preempt

the jurisdiction of the Commission over pole attachments in Virginia.*

13 See 47 U.S.C. § 224; 47 C.F.R. §§ 1.1401-1.1424.

1 Ex. B 1 3 (Affidavit of Stephen C. Mills (Aug. 3, 2015) (“Mills Aff.”)).

15 See 2014 Form 10-K at 8, available at http://investors.dom.com (last visited July 31, 2015).
18 See Pole Attachment Order, 26 FCC Rcd at 5371 (App. C).
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5. Dominion and Verizon are parties to two essentially identical joint use
agreements that took effect on January 1, 2011 (collectively, the “Joint Use Agreement™).!’

Verizon “genuinely lacks the ability to terminate” the rental rate provision in the Joint Use

Agreement because [
&
Verizon also genuinely lacks the ability to renegotiate the rental rate provision to reflect a just

and reasonable rate. For nearly twenty-two months, VVerizon has sought rental rate relief from
Dominion.?’ Because Dominion has refused to agree to a just and reasonable rate, the unjust and
unreasonable Joint Use Agreement rates—which are roughly || G

I e rates applicable to Verizon’s competitors—remain in place.”*

6. Dominion owns or controls large numbers of poles used or designated, in whole

or in part, for wire communication. Verizon has attachments on approximately i

7 Exs. 1 (General Joint-Use Agreement Between Verizon Virginia and Dominion (Jan. 1,
2011)); 2 (General Joint-Use Agreement Between Verizon South and Dominion (Jan. 1, 2011)).

18 pole Attachment Order, 26 FCC Rcd at 5336 (1 216).

19

20 5ee Section 11.A.3, infra.
21
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poles owned by Verizon. Dominion, therefore, owns or controls 65 percent of the utility poles
that the parties currently share.?

7. Verizon has, in good faith, engaged in executive-level discussions with Dominion
in an attempt to resolve this pole attachment dispute. In March 2014, Verizon outlined for
Dominion the allegations that form the basis of this Complaint, invited a response within a
reasonable period of time, and offered to hold executive-level discussions regarding the
dispute.?> Dominion accepted Verizon’s invitation.* The parties’ executives met in July 2014,

but were unable to resolve the dispute.”® Verizon then requested mediation ||| GGz

I © e mediation took place in Richmond, Virginia on March 26,

2015.%" Subsequent discussions over the months that followed did not resolve the dispute, so the
mediation was closed on May 29, 2015.2

1. FACTS AND ARGUMENT

8. The Commission’s intervention is needed to enforce Verizon’s right to a just and
reasonable rate, which, in this case, is the rate properly calculated under the Commission’s new
telecom formula. The evidence shows that (A) the rates in the Joint Use Agreement resulted

from Dominion’s superior bargaining power and the insufficiency of “market forces and

22 See Exs. 11 at 11 (Verizon Virginia (“VzV”) Invoices), 12 at 11 (Verizon South (“VzS”)
Invoices).

2 Ex. 18 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Mar. 25, 2014)).
4 Ex. 19 (Letter from A. Hahn, Dominion to S. Mills, Verizon (Apr. 28, 2014)).
2 Ex. B 132 (Mills Aff.).

26 Ex. 22 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Nov. 14, 2014));

2T Ex. B 38 (Mills Aff.).
% |d.; Ex. 23 (Email from J. Douglass to C. Huther and B. Freedson (June 2, 2015)).



PUBLIC VERSION

independent negotiations . . . to ensure just and reasonable rates, terms and conditions for

incumbent LECs pole attachments,

(B) Verizon is comparably situated to its competitors, so it
should also receive a properly calculated new telecom rate, (C) Verizon does not receive any
unique benefits under the Joint Use Agreement as compared to its competitors that justify a
higher rental rate, (D) Verizon did not receive any unique benefits under its prior agreements
with Dominion that could justify higher rental rates going forward, and (E) the competitive
disparity should finally be eliminated by setting Verizon’s rate at the competitively neutral new

telecom rate and refunding to Verizon its substantial overpayments.

A. Verizon Is Entitled To Just And Reasonable Pole Attachment Rates.
9. Incumbent telephone companies, including Verizon, are “entitled to pole
attachment rates, terms and conditions that are just and reasonable pursuant to section 224(b)(1)”

for all attachments as of the July 12, 2011 effective date of the Pole Attachment Order.*
Dominion has denied Verizon a just and reasonable rate, instead collecting up to-
I o1¢ cach year from Verizon than Dominion may
lawfully collect from Verizon’s competitors.®® The evidence shows that this extraordinary
annual premium is not warranted, is the direct result of Dominion’s superior bargaining power,
and will continue absent the Commission’s intervention.

1. The Rates Dominion Has Billed And Continues To Demand From
Verizon Far Exceed The Rates Charged Verizon’s Competitors.

10. Since the effective date of the Pole Attachment Order, Dominion has invoiced,

and Verizon has paid, annual per pole attachment rates that are ||| GTcTTNGEE

2 pole Attachment Order, 26 FCC Rcd at 5327 (1 199).
%0 1d. at 5331 (1 209); see also Verizon Florida, 30 FCC Rcd at 1145-47, 1150-51 (1 17-19, 26).
%1 See Ex. A 1 26 (Calnon Aff.).
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I (o the new telecom rates that Dominion was authorized to
charge Verizon’s competitors. Verizon has paid per pole rates of ||| GcTKNGNG
I o' the 2011, 2012, 2013, and 2014 rental years,

respectively (the “Joint Use Agreement rates™).3* The properly calculated new telecom rates for
the same years are $5.87, $7.15, $7.05, and $6.85 per pole, respectively.*

11. A comparison of the pole cost allocations reflected in the Joint Use Agreement
and in the Commission’s new telecom formula illustrate the unreasonableness of the Joint Use
Agreement rates. The Joint Use Agreement assigns Verizon about ||| GGG
_ of Dominion’s pole costs**—while the new telecom formula assigns
Verizon’s competitors about 7.4% of Dominion’s pole costs.®

12. The Joint Use Agreement rates also far exceed the rates that result from the
Commission’s pre-existing telecom formula. For the 2011 through 2014 rental years, the Joint
use Agreement rates have been ||| G
higher than the pre-existing telecom rates. The properly calculated pre-existing telecom rates for

the 2011, 2012, 2013, and 2014 rental years are $8.89, $10.83, $10.68, and $10.38,

%2 Exs. 11 (VzV Invoices), 12 (VzS Invoices).

% Ex. A {16, 16 (Calnon Aff.). Dominion may have overcharged Verizon’s competitors in 2014
by using 2.6 attaching entities in its calculation without supporting data (instead of the 5
attaching entities reflected in the Commission’s presumption) and by using an inflated rate of
return. Exs. 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)), A {{ 18-
21, 23-24 (Calnon Aff.); infra, Section I1.E.1.

34

% See Pole Attachment Order, 26 FCC Red at 5305 (1 150 n.453); see also Exs. A { 27 (Calnon
Aff), D 11 7, 19 (Affidavit of Timothy J. Tardiff, Ph.D. (Aug. 3, 2015) (“Tardiff Aff.”)).
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respectively.*® The pre-existing telecom formula recovers “approximately 11.2% of the relevant

‘cost’ of a pole in urbanized service areas” like the overlapping service areas at issue here.*’

Dominion has instead charged Verizon rental rates that cover about ||| GGG
I o its pole costs.*®

13.  The Joint Use Agreement rates are paired with ||| G
_ rental rates for Dominion’s use of Verizon’s poles even though Dominion uses far
more space on a joint use pole. Dominion is allocated ||| G
I of soace on a joint use pole,® which does not include the 40 inches of safety
space (3.33 feet) that should be allocated to Dominion in setting rates.”* Verizon is allocated

I  <pzce Under he Joint Use

Agreement*'—and uses less.*” Dominion, however, pays rental rates that are i

I o the rates that Verizon s charged. For

91% of the shared poles belonging to Verizon, Dominion’s per pole rates for the 2011 through

2014 period were [

% Ex. A 117, 16 (Calnon Aff.).

% pole Attachment Order, 26 FCC Rcd at 5305 (1 150 n.453); see also Exs. A ] 28 (Calnon
Aff), D 17 (Tardiff Aff.).

3.

.

%0 See In the Matter of Amendment of Commission’s Rules and Policies Governing Pole
Attachments; Implementation of Section 703(e) of the Telecommunications Act of 1996,
Consolidated Partial Order on Reconsideration, 16 FCC Rcd 12103, 12130 (1 51) (2001) (“the
40-inch safety space . . . is usable and used by the electric utility”); see also In the Matter of
Amendment of Rules and Policies Governing Pole Attachments, Report and Order, 15 FCC Rcd
6453, 6467-68 (11 21-22) (2000).

"

“2 See Ex. B 119 (Mills Aff.).

10
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respectively.*® For the remaining 9%, Dominion’s per pole rates were_
b
14, The Joint Use Agreement rates also dwarf the rates that VVerizon charges its

competitors to attach to its own poles.”> For the 2011 through 2014 rental years, Verizon’s rates

for cable compentes ange o Y <
rates for competitive telephone companies ranged from ||| GGG
I

2. The Joint Use Agreement Rates Are The Result Of Dominion’s
Superior Bargaining Power.

15. “[1]n evaluating incumbent LEC pole attachment complaints, the Commission
will consider the incumbent LEC’s evidence that it is in an inferior bargaining position to the
utility against which it has filed the complaint.”*’ Here, Verizon has had inferior bargaining
power during all pertinent time periods.*®

16. Dominion has owned 65 percent of the joint use poles at all relevant time
periods—in 2006 when negotiations for the Joint Use Agreement began, in January 2011 when
the Joint Use Agreement took effect, and when Dominion sent its invoice for 2014 rent.*’

17.  This pole ownership disparity—which is significantly in Dominion’s favor—

matches the disparity noted in the Pole Attachment Order, when the Commission found that

* Ex. 11 (VzV Invoices).
* Ex. 12 (VzS Invoices).

%> See Verizon Florida, 30 FCC Red at 1150 (1 25 n.84) (requesting “evidence as to the rate
Verizon charges cable companies and competitive LECs to attach to its poles”).

“® Ex. B 19 (Mills Aff.).

*" Pole Attachment Order, 26 FCC Rcd at 5334 ({ 215).

“8 See Ex. A 1 36-48 (Calnon Aff.).

* Exs. B {13 (Mills Aff.), 11 (VzV Invoices), 12 (VzS Invoices).

11
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incumbent telephone companies “may not be in an equivalent bargaining position with electric
utilities in pole attachment negotiations” because “electric utilities appear to own approximately
65-70 percent of poles.”

18.  Verizon tried to improve its bargaining position and reduce its pole rental expense
during the negotiations for the Joint Use Agreement by offering to purchase poles from
Dominion. Dominion rejected Verizon’s offer, claiming that it does not sell its assets.>

19. Dominion thus retained and exercised its superior bargaining power during the
negotiations that resulted in the Joint Use Agreement rates.>® The negotiations themselves took
over four years, as Dominion resisted Verizon’s efforts to reduce its rental rate obligations.>® In
the end, Dominion agreed to enter a Joint Use Agreement that contains terms and conditions
comparable to those in its license agreements—but far higher rates.**

20. The Joint Use Agreement rates provided the appearance of rate relief for

Verizon—but they did not provide actual financial relief.>

During negotiations, Dominion
agreed to reduce Verizon’s rental rate only if its own rate was lowered far more.”® Because
Verizon pays the net amount due to Dominion each year (Verizon’s rentals less Dominion’s

rentals), Verizon’s net payment obligation was essentially unchanged by the Joint Use

% pole Attachment Order, 26 FCC Rcd at 5329 (1 206).
*LEx. B 17 (Mills Aff.).

2 Ex. A {1 36-48 (Calnon Aff.).

¥ Ex. B 1 18 (Mills Aff.).

% 1d. 11 18-22; infra, Section 11.B-C.

> Ex. A 1 45 (Calnon Aff.).
56

12
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Agreement. Between 2010 (the year before the Joint Use Agreement took effect) and 2014,

I

3. Dominion Refused To Agree To A Just And Reasonable Rate In
Negotiations.

21. On October 8, 2013—the day after the Supreme Court denied further review of
the Pole Attachment Order—\Verizon asked Dominion to begin formal negotiations for a just and
reasonable, competitively neutral rental rate.® Verizon requested a copy of Dominion’s standard
license agreement, and information about any deviations from the standard license terms among
Dominion’s licensees, so Verizon could determine whether it attaches to Dominion’s poles on
terms and conditions that are materially comparable to its competitors.>

22. Dominion provided a copy of its draft “Facilities License Agreement for Non-
Wireless Overhead Attachments” and informed Verizon that its 2014 telecom rate was-
I it 2014 cable rate was ||| G
I Dominion did not explain the $5 disparity between the two rates or provide
information about the terms and conditions in its executed license agreements.®

23.  Verizon reviewed the draft license agreement along with a copy of the license

agreement that Dominion entered with Verizon’s affiliate, MCI Network Services of Virginia,

> 1d. 1 47.

%8 Ex. 13 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Oct. 8, 2013)); see also Am.
Elec. Power Serv. Corp. v. FCC, 134 S. Ct. 118 (Oct. 7, 2013) (denying petition for certiorari).

%9 Ex. 13 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Oct. 8, 2013)).

% See Ex. 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)) (attaching
Facilities License Agreement for Non-Wireless Overhead Attachments Between and
Virginia and Electric Power Company (“Draft License”)).

L Ex. B 1 24 (Mills Aff.).

13
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Inc.®? Each confirmed that Verizon attaches to Dominion’s poles on terms and conditions that
are materially comparable to its competitors, but at far higher rates.®
24. As a result, in December 2013, Verizon renewed its request to renegotiate its

rate.** Verizon informed Dominion of its conclusion that the terms and conditions of the Joint
Use Agreement are comparable to those in Dominion’s license agreements, such that it should
receive the same rental rate.” It further noted that, at most, Verizon should be charged the pre-
existing telecom rate, which serves as a reference point in cases where an incumbent telephone
company is not comparably situated.®® As a compromise, Verizon offered a rental rate between

the cable rate that Dominion provided ||| G 2 the

rate that Verizon then assumed was Dominion’s pre-existing telecom rate_
I sice it was so much higher than the cable rate.*’

25. Dominion denied that there was any reason to reduce the Joint Use Agreement
rates, and made negotiations contingent on Verizon’s demonstration that the Joint Use

Agreement does “not provide material advantages to Verizon, relative to its cable or CLEC

%2 See Ex. 3 (Facilities License Agreement for Non-Wireless Overhead Attachments Between
MCI Network Services of Virginia, Inc. and Dominion (Dec. 1, 2008) (“MCI License™)).

3 Ex. B 1 26 (Mills Aff.).
% Ex. 14 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Dec. 6, 2013)).
65
Id.
®1d.

%" Id. In the Pole Attachment Order, the Commission added cost allocators to the pre-existing
telecom formula in order to produce a lower new telecom rate that will, “in general, approximate
the cable rate.” 26 FCC Rcd at 5304-05 (f 149). Verizon has since learned that Dominion
incorrectly applied the new telecom formula to produce a

rate that is 70% higher than its cited
cable rate. See Exs. A { 24 (Calnon Aff.), D { 21(Tardiff Aff.); infra, Section Il.E.1.

14
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competitors.”®® Dominion had not, however, provided Verizon access to any of its executed
license agreements or information about how they varied from the terms in its draft license
agreement. Verizon thus provided an analysis of the comparable treatment of pole placements,
pole replacements, and cable rearrangements in the Joint Use Agreement and draft license
agreement, which by definition includes the best-case-scenario terms for Dominion.*®

26. Dominion again refused to negotiate a rate reduction, claiming that “Verizon
realizes substantial cost savings, as compared to its CLEC competitors, through beneficial

provisions of the Joint Use Agreement[].”"® 1t listed as purported advantages [

I ' oo still i no
provide any executed license agreements to show that these alleged advantages are, in fact,
provided to its licensees.”® Verizon nonetheless refuted Dominion’s claim that these are

“advantages” and requested in-person executive-level discussions to try to move the negotiations

forward.”

% Ex. 15 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Dec. 16, 2013)).

% Exs. B { 25 (Mills Aff.), 16 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Jan. 22,
2014)).

" Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)) (emphasis
in original).

d.
2Ex. B 1 24 (Mills Aff.).
" Ex. 18 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Mar. 25, 2014)).
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217. The parties’ executives met in Richmond, Virginia on July 8, 2014.” Throughout
the meeting, Verizon detailed its comparability analysis and explained that the Joint Use
Agreement provides no material advantage that justifies significantly higher rental rates.”
Dominion continued to assert that the Joint Use Agreement rates are just and reasonable, but
agreed to provide Verizon cost information and other data pertinent to its FCC rate
calculations.”

28. Dominion’s cost information disclosed significant problems with its FCC rate
calculations.”” Properly applied, the Commission’s formulas produce a 2014 cable rate of $6.86
and new telecom rate of $6.85.”® These rates—unlike Dominion’s—*“reduc[e] the disparity
between current telecommunications and cable rates” as the Commission intended.”

29. On October 21, 2014—over one year into negotiations—Dominion made its first
offer to Verizon.*® The offer would have amended the rate formula in the Joint Use Agreement
to increase Verizon’s rental rate above the ||| | [ GTcGcG GG
invoiced rate.®

30.  With Dominion’s refusal to agree to any reduction from the Joint Use Agreement

ates so apparent, Verizon

" Ex. B 32 (Mills Aff.).
" 1d. 1 32.

® Exs. B { 32 (Mills Aff.), 20 (Email from M. Roberts, Dominion, to S. Mills, Verizon (Sept. 24,
2014)).

" Exs. A {1 17-24 (Calnon Aff.), D {1 4-22 (Tardiff Aff.); see also infra, Section I1.E.1.
"8 Ex. A { 24 (Calnon Aff.).
" Pole Attachment Order, 26 FCC Rcd at 5244 (1 8).

8 Exs. 21 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 21, 2014)), B { 36 (Mills
Aff).

81 Ex. B 1 36 (Mills Aff.).
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_ in an effort to avoid the need for this Pole

Attachment Complaint proceeding.?” The mediation took place on March 26, 2015 in Richmond,
Virginia.®® Subsequent discussions aided by the mediator failed to resolve the dispute, which
was officially closed on May 29, 2015.%

31.  Twenty months of negotiations have thus made clear that, absent a decision from
the Commission, Dominion will continue to charge Verizon the Joint Use Agreement rates,

which are ||| <! role higher than the rates that

Dominion may charge Verizon’s competitors. Verizon “genuinely lacks the ability to terminate
an existing agreement and obtain a new arrangement.”®

B. Verizon Is Comparably Situated To Its Competitors That Occupy Space On
Dominion’s Poles And Should Receive The Same Rental Rate.

32. Verizon does not receive any benefits under the Joint Use Agreement that justify
its payment of a rate higher than the new telecom rate that applies to its competitors, let alone its
payment of rates ||| G hiohcr per pole. For new
agreements, the Pole Attachment Order establishes a principle of “competitive neutrality [that]
counsels in favor of affording incumbent LECs the same rate as the comparable provider
(whether the telecommunications carrier or the cable operator)” if the incumbent telephone

company is “attaching to other utilities” poles on terms and conditions that are comparable to

82 Ex. 22 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Nov. 14, 2014));

8 Ex. B 1 38 (Mills Aff.).

8 Ex. 23 (Email from J. Douglass to C. Huther and B. Freedson (June 2, 2015)). The substance
of the mediation is covered by the terms of a Confidentiality Agreement.

8 pole Attachment Order, 26 FCC Rcd at 5336 (1 216).
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those that apply to a telecommunications carrier or a cable operator.”®® For existing agreements,
the same principle of competitive neutrality applies, but accounts for the past “monetary value”
of any “benefits under the Agreement that were not available to other attachers.”®’

33. The Joint Use Agreement at issue here took effect on January 1, 2011—about six
months before the effective date of the Pole Attachment Order.?® At best, it sets Verizon on par
with its competitors on all relevant terms other than rates. In reality, it leaves Verizon at a

competitive disadvantage.

34, Like Dominion’s license agreements, the Joint Use Agreement follows a so-called

8 Verizon—like its competitors—is also

esponsivl fo any [ '+

are necessitated by its attachments.® And Verizon—like its competitors—is ||

8 |d. at 5336 (] 217); Verizon Florida, 30 FCC Rcd at 1142 ({ 7); see also Ex. D { 5 (Tardiff
Aff.).

87 Verizon Florida, 30 FCC Rcd at 1149-51 (11 24, 26); see also Ex. D { 5 (Tardiff Aff.).
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i
35. Other terms and conditions in the Joint Use Agreement disadvantage Verizon as
compared to its competitors. For example, Verizon must, ||| GGG

% Dominion has itself recognized that the
“cost of maintaining the pole infrastructure is considerable.”®® Other terms and conditions also

impose increased costs on Verizon relative to its competitors, as VVerizon must provide Dominion

I o 5l Quic pro Guo st i

Dominion’s license agreements.
36. The terms and conditions in the Joint Use Agreement are, therefore, comparable

or less advantageous than those in Dominion’s license agreements.* It is therefore “appropriate

F
F
I
% gee Reply Comments of Ameren Services Company and Virginia Electric and Power
Company at 18, In the Matter of Implementation of Section 224 of the Act; Amendment of the

Commission’s Rules and Policies Governing Pole Attachments, WC Docket No. 07-245 (Apr.
22,2008) (“Apr. 22, 2008 Reply Comments of Ameren and Dominion”).

9 See infra, Section 11.C.3.

% Exs. A 11 49-90 (Calnon Aff.), B 1 19 (Mills Aff.), C 1 6-22 (Affidavit of Jonathan R.
Hansen (July 31, 2015) (“Hansen Aff.”)), D 1 4, 28 (Tardiff Aff.).
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to use the rate of the comparable attacher as the ‘just and reasonable’ rate for purposes of section
224(b).”* Verizon should receive the new telecom rate.

C. The Joint Use Agreement Does Not Provide Unique Benefits That Justify
Charging Verizon A Rate Higher Than The New Telecom Rate.

37. Dominion has tried to overcome the presumption that Verizon should receive
“‘the same rate as the comparable provider,” i.e., the New Telecom Rate,” for the materially
comparable terms and conditions in the Joint Use Agreement.*® Dominion claims that Verizon
enjoys “cost savings, as compared to its CLEC competitors, through beneficial provisions of the
Joint Use Agreement[].”*** A review of (1) the Joint Use Agreement provisions directly asserted
by Dominion*® and (2) the agreement provisions in the Verizon Florida proceeding that the
Enforcement Bureau asked the parties to analyze,'®® establishes that there are no “cost savings”
in this case that justify charging Verizon a rate higher than the new telecom rate—Ilet alone a rate

a1 I ' v o

1. The Provisions Asserted By Dominion Do Not Provide Verizon A
Material Advantage Over Its Competitors.

38. Dominion pointed to seven “beneficial provisions” in the Joint Use Agreement as

the basis for its assertion that “Verizon realizes substantial cost savings, as compared to its

CLEC competitors.”*** They are, according to Dominion, ||| [ GG

%9 See Pole Attachment Order, 26 FCC Rcd at 5336 ( 217).

199 \/erizon Florida, 30 FCC Rcd at 1142 (1 7) (quoting Pole Attachment Order, 26 FCC Rcd at
5336 (1 217)) (emphasis added).

101 Ex. 17 at 2 (Letter from A. Hahn, Dominion to S. Mills, Verizon (Feb. 20, 2014)) (emphasis
in original).

102 Id
193 See Verizon Florida, 30 FCC Rcd at 1148, 1149-50 (11 21, 24).

104 Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)) (emphasis
in original).

20
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I 1hese are not ““provisions that materially advantage
[Verizon]’ vis-a-vis other attachers.”** At most, one arguably advantages Verizon [}

I ' hat amount is far offset by Verizon’s higher

108

costs under the Joint Use Agreement, such that it remains appropriate to use ““the same rate as

the comparable provider,” i.e., the New Telecom Rate,” for Verizon’s attachments.*®

(@) Notification Of Subsequent Attachments To A Joint Use Pole

39.  Dominion claims that Verizon is advantaged because it is ||| GcKININGNGNG

e
where engineering i recuirec,

105 Id.

1% \/erizon Florida, 30 FCC Rcd at 1142 (1 7) (quoting Pole Attachment Order, 26 FCC Rcd at
5336 (1 218)).

7 Ex. A {69 (Calnon Aff.).
108 See infra, Section 11.C.3.

199 v/erizon Florida, 30 FCC Rcd at 1142 (1 7) (quoting Pole Attachment Order, 26 FCC Rcd at
5336 (1 217)) (emphasis added).

10 Ey 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014));
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I For the remaining “service drop” attachments (cables that
extend from the utility pole to a customer’s home), Verizon ||| GGG
I There is therefore no material difference between Verizon

and its competitors with respect to notifying Dominion.**?

(b) Unauthorized Attachment Fees

40.  Dominion points to a distinction without a difference when it asserts that

Veizon's compettors
I i ifernt

treatment of unreported attachments is not an advantage.**®

o
I ' Pole Atachment Order, the

1 Exs. C {7 (Hansen Aff.),

113 Exs. A 53 (Calnon Aff.), C 7 (Hansen Aff.).

14 Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
115

118 Ex. A 11 55-60 (Calnon Aff.).
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Commission found that an unauthorized attachment fee of five times the annual per pole rental
fee would be reasonable if (1) the pole owner provides “specific notice of a violation (including
pole number and location) before seeking relief against a pole occupant” and (2) the attacher
fails to either submit a plan of correction or correct the violation and provide notice of the
correction within certain specified time periods.**” Unauthorized attachment fees are, in other

words, entirely avoidable. A proper analysis of competitive neutrality must assume that they are

avoiced**

117 pole Attachment Order, 26 FCC Red at 5291 (Y 115).
18 Ex. A {56 (Calnon Aff.).
119 Id

1201, 99 57-60.
121

122 pole Attachment Order, 26 FCC Rcd at 5291 (Y 115).
123 Ex. A {1 57-60 (Calnon Aff.).
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(©) Per-Pole Rental Rate

43.  Dominion claims that Verizon is advantaged by ||| GGG
R —
e ———————————

I ~nd Federal law does not permit a per-attachment new telecom rate.
Instead, the FCC’s formula “determine[s] the maximum just and reasonable rate per pole.”*?’ |f
a party has two attachments on a pole—and if they together occupy more than one foot of
space—the parties may adjust the “space occupied” input for the attacher.*®® They may not
calculate a one-foot rate and multiply it by two. Doing so would violate the statutory
requirement that the unusable space on the pole be equally divided among attaching entities (not

attachments).*®

124 Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
125 Ex. A § 61 (Calnon Aff.).

126

127 See In the Matter of Amendment of Commission’s Rules and Policies Governing Pole
Attachments, Consolidated Partial Order on Reconsideration, 16 FCC Rcd 12103, 12122 (f 31)
(2001) (emphasis added).

128 500 47 C.F.R. § 1.1418.

12947 U.S.C. § 224(e)(2) (“A utility shall apportion the cost of providing space on a pole, duct,
conduit, or right-of-way other than the usable space among entities so that such apportionment
equals two-thirds of the costs of providing space other than the usable space that would be
allocated to such entity under an equal apportionment of such costs among all attaching
entities.”) (emphasis added).
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SN
o1

(d) Engineering And Administrative Labor

46.  Dominion argues that Verizon’s competitors ||| GTGTGcGcNGGN

[y
w
N

47.  Verizon “pays” comparable amounts for this labor, which is part of its overhead.

130 Ex. A 1 62 (Calnon Aff.).

131 Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
132

=
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134

48. There is therefore no material difference between the pre and post attachment

engineering and administrative costs incurred by Verizon and its competitors.** ||

(e) Late Payment Surcharges

49.  Dominion claims that Verizon is advantaged because ||| GGG

132 Ex. C 1 8 (Hansen Aff.).
135 Ex. A 1 64 (Calnon Aff.); see also Ex. C { 8 (Hansen Aff.).

136 Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)). Thisis a
welcome concession given Dominion’s prior claim that

37 See supra, 1 41.
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139

() Surety Bond

52.  Dominion asserts that Verizon is advantaged because ||| GGG

138 See Ex. B ] 8 (Mills Aff.).

139 Ex. A 11 65-66 (Calnon Aff.).

140 Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
141

[N

42
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I That trivial amount does “not provide a material advantage to [Verizon] relative
to cable operators or telecommunications carriers.”**

(0) Escrow Deposit

54.  Finally, Dominion points out that Verizon ||| G

143 See Pole Attachment Order, 26 FCC Rcd at 5335 ( 216 n.654)) (“A failure to weigh, and
account for, the different rights and responsibilities in joint use agreements could lead to
marketplace distortions.”).

L |
145 Ex. A 1 69 (Calnon Aff.).

146 pole Attachment Order, 26 FCC Rcd at 5336 (] 217); see also Ex. A § 69 (Calnon Aff.).
14T Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014));
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150

Verizon thus
remains comparably situated with its competitors.*>*

2. Dominion Cannot Justify A Higher Rate Based On The Benefits
Alleged By The Power Company In The Verizon Florida Proceeding.

56. Dominion also cannot preserve the excessive Joint Use Agreement rates based on
the alleged benefits that the Enforcement Bureau asked the parties to address in the Verizon
Florida proceeding.™ Several of the benefits alleged there do not exist here, and none has any
measurable value."*®

(@) Permitting New Attachments

57. In Verizon Florida, the Enforcement Bureau inquired about whether it is an
advantage if the incumbent telephone company is “not required to file a permit application, pay
an initial fee, or wait for approval from [the power company] before attaching.”*** Here, any
differences regarding the permitting process are differences in name only and do not advantage

Verizon.'*®

130 5ee Pole Attachment Order, 26 FCC Rcd at 5335 ( 216 n.654)) (“A failure to weigh, and
account for, the different rights and responsibilities in joint use agreements could lead to
marketplace distortions.”).

BLEX. A 1 71 (Calnon Aff.).

152 See Verizon Florida, 30 FCC Red at 1148, 1149-50 (11 21, 24).
153 Ex. A 11 72-87 (Calnon Aff.).

1% 1d. at 1148 (1 21).

155 Exs. A {1 72-76 (Calnon Aff.), C 11 4, 7, 8, 12 (Hansen Aff.).
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58. First, Verizon and its competitors provide comparable notification of new

I
59.  Second, Verizon and its competitors pay comparable amounts to attach. [
160 H -
T ———

60. Third, Verizon and its competitors necessarily wait a comparable amount of time

to attach because the same tasks must be completed. Verizon’s competitors ||| GTGN

—
F
_
.



PUBLIC VERSION

I Dorinicn e

explained, “[t]here can be no shortcuts to proper preparation, installation or maintenance” of pole
attachments.'®?

(b) Post-Installation Inspections

61.  The Enforcement Bureau also inquired about whether it advantages an incumbent
telephone company if it is not subject to a post-installation inspection and inspection fees.**®

There is no advantage here.'**

62 Dominion's license agreements [

162 Comments of Ameren Services Company and Virginia Electric and Power Company at 10, In
the Matter of A National Broadband Plan for Our Future, GN Docket No. 09-51 (June 8, 2009).

163 \/erizon Florida, 30 FCC Rcd at 1148 (Y 21).

164 Ex. A {1 77-79 (Calnon Aff.).
165
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63.  The costs for post-installation inspections should also be comparable. [}

168

(©) Location Of Facilities On Dominion’s Poles

64.  The Enforcement Bureau asked whether an incumbent telephone company is
advantaged because it is granted lower usable space on the pole than its competitors.*®® It is
not.'® On the contrary, Verizon’s location on Dominion’s poles increases its costs and sets it at
a competitive disadvantage. Its facilities have the highest exposure to damage from oversized
vehicles, vandalism, and similar hazards.'"* Verizon’s facilities also suffer more harm from
those that work above.'" It has experienced damage from gaffs, ladders, and bucket trucks, has
had holes poked in its cables, and has had support wires broken because of its lowest location on

the pole.”

167 See supra 1 46-48.
168

189 \erizon Florida, 30 FCC Rcd at 1148 (1 21).
170 Exs. A 1 80 (Calnon Aff.), C 19 (Hansen Aff.).

13 Ex. C 119 (Hansen Aff.).
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65. Verizon also receives more requests to raise its cables in order to accommodate
oversize loads, such as house and equipment moves, which exceed standard vertical clearance
requirements.’™ And Verizon incurs increased pole transfer costs because it must be the last
company to transfer its facilities to a replacement pole.'”® Verizon often makes more than one
trip to the replacement pole because others have not completed their transfers as scheduled.*”

66. The increased costs associated with Verizon’s lowest pole position are not offset
by any alleged benefit from “easier . . . access.”*’" There is little measurable difference between
the time and effort required to work at the lowest location on a pole and at the location just
above.'”® The same safety measures and preparation are required.*’

67.  And even if there were any minimal benefit to VVerizon from its location, it is
offset by the benefit enjoyed by Verizon’s competitors because Verizon is lowest on the pole.
Verizon’s location is the result of standard construction practices that pre-date third-party
attachers.*®® Maintaining that pole location eliminates ambiguity about the ownership of
particular facilities on the pole and ensures that communications facilities do not crisscross mid-

span. &t

4 1d. 1 20.

4. 1 21.

176 Id

77 See Verizon Florida, 30 FCC Red at 1148 (7 21).
178 See Ex. C 1 17 (Hansen Aff.).

179 Id

180 See id. 1 16.

181 Id
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(d) Pole Height

68.  The Enforcement Bureau requested information about an allegation that the power
company “install[s] taller poles at increased cost” in order to service Verizon’s customers in
addition to its own.*® Dominion has not made a similar allegation for good reason. Competitive
neutrality compares the pole height required to accommodate Verizon with the pole height
required to accommodate Verizon’s competitors—not Dominion, which does not compete with
communications providers.*® That proper analysis shows that Verizon has been no better
benefited than its competitors by Dominion’s decision to install poles that accommodate
communications providers.

69.  The pole height required to service Dominion’s customers and the customers of
Verizon or the customers of Verizon’s competitors is the same. In each case, Dominion must
install a pole that includes communications space and safety space between the communications

and power attachments.*®*

10, Alsoineschcase, Dominion <
B s aiso fully compensated for any additional pole height

182 \/erizon Florida, 30 FCC Rcd at 1148 (Y 21).

183 See, e.g., Comments of Ameren Services Company and Virginia Electric and Power
Company at 8, In the Matter of Implementation of Section 224 of the Act; Amendment of the
Commission’s Rules and Policies Governing Pole Attachments, WC Docket No. 07-245 (Mar. 7,
2008) (“Mar. 7, 2008 Comments of Ameren and Dominion”) (“electric utilities generally do not
compete with cable and telephone companies”).

184 Ex. C 1 14 (Hansen Aff.).
185
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when it receives rent at the cable or new telecom rate.'®® Verizon has instead been paying a rate
tht i | . Pole height—equaly required
by Verizon and its competitors—does not justify this premium.*®’

(e) Pole Replacements

71.  The power company in the Verizon Florida proceeding argued that “[t]he
Agreement requires [the power company] to replace poles in certain circumstances to
accommodate Verizon; none of Verizon’s competitors receive this benefit.”**® The power
company thus relied on its legal right to refuse, in certain circumstances, to replace a pole in
order to expand capacity and provide space for an additional attacher. This “legal right” gives

Verizon no advantage here.*®

72, First, Dominion hes I

73.  Second, the existence of a “legal right” does not advantage Verizon because there
IS no reason to believe that Dominion, in fact, exercises that right. According to Dominion,

“[s]ave for a few anecdotal stories, no compelling evidence exists that attaching entities are

186 see Pole Attachment Order, 26 FCC Red at 5321 (7 183) (“the new telecom rate, and the
cable rate each are fully compensatory to utilities”).

87 Ex. A {1 81-82 (Calnon Aff.).
188 \/erizon Florida, 30 FCC Rcd at 1148 (Y 21).
189 Ex. A {1 83-84 (Calnon Aff.).

.

191
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routinely denied access to utility poles.” % Instead, when “poles [are] at capacity,” Dominion
“work[s] with the attaching party on a mutual solution that benefits both companies.”*** That

solution will necessarily include a pole replacement because Dominion will then obtain an

additional rental stream and a new, stronger, taller pole ||| G

194

74. Moreover, Dominion’s ability to exercise its “legal right” is rare in practice. If
Dominion can accommodate an attachment through *“a range of practices, such as line

rearrangement, overlashing, boxing, and bracketing,”**

then Dominion cannot refuse to replace
a pole based on lack of capacity. It is therefore unlikely that Dominion can or does refuse to
accommodate Verizon’s competitors, which are statutorily entitled to access.

75. Finally, there is no measurable monetary difference between Verizon and its

competitors with respect to pole replacements. || G

197

192 Mar. 7, 2008 Comments of Ameren and Dominion at 13.

193 Id

_

195 |n the Matter of Implementation of Section 224 of the Act; A National Broadband Plan for
Our Future, Order and Further Notice of Proposed Rulemaking, 25 FCC Rcd 11864, 11872 (
16) (2010); see also Pole Attachment Order, 26 FCC Rcd at 5341 (1 232) (“capacity is not

insufficient where a request can be accommodated using traditional methods of attachment”).

-~
_
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()] Insurance And Indemnification

76.  The Enforcement Bureau sought information about alleged differences regarding

insurance and indemnification.’® There are no material differences here.**®
77. With respect to insurance, the Joint Use Agreement requires ||| GG

78.  With respect to indemnification, there is no difference. |GGG
I

(9) Make-Ready Costs

79. Finally, the Enforcement Bureau inquired about responsibility for “make-ready

I  \crizon has no competiive advaniage

198 \/erizon Florida, 30 FCC Rcd at 1148 (Y 21).

199 Ex. A 11 85-86 (Calnon Aff.).
200

203 \/erizon Florida, 30 FCC Rcd at 1150 (Y 24).
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3. Verizon Bears Higher Costs For Pole Access Under The Joint Use
Agreement.

80. The only advantage that VVerizon arguably has relative to its competitors is the

I - the same time, Verizon bears unigue costs for pole

access that its competitors do not incur. Because these costs are far higher than any minimal

venefit associted it e

Verizon is “comparably situated to telecommunications carriers” and should receive the same
new telecom rate.?%®

81. A just and reasonable rate for Verizon’s attachments must take into account the
unique burdens that Verizon—but not its competitors—bears in order to access Dominion’s
poles. “A failure to weigh, and account for, the different . . . responsibilities in joint use
agreements could lead to marketplace distortions.”?” Among Verizon’s unique responsibilities
are those associated with “the fact that incumbent LECs still own many poles today.”?%

82.  Verizon’s pole ownership increases its price of access to Dominion’s poles above

that of its competitors. Verizon must provide Dominion access to over ||| GG

204

205 Exs. A | 87 (Calnon Aff.), D 26 (Tardiff Aff.).
206 5ee Pole Attachment Order, 26 FCC Red at 5336 (] 217); Ex. A 11 88-90 (Calnon Aff.).

297 \lerizon Florida, 30 FCC Red at 1143 (1 8) (quoting Pole Attachment Order, 26 FCC Red at
5335 (1 216 n.654)) (emphasis added).

208 Id.
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I o!cs in order to access Dominion’s poles.”® Verizon’s competitors

need only attach.**

83. Dominion has identified some of the additional costs that are uniquely borne by
Verizon because it must be a pole owner in order to access Dominion’s poles. Dominion has
explained that the “cost of maintaining the pole infrastructure is considerable.”** Its Lead Joint
Use Administrator noted that “[m]aintaining the poles, trucks, and the like necessary to being a
pole owner is expensive.”?* He thus counts it a “principal benefit” that Verizon is a pole owner
because it means that Verizon is “watchful for pole violations or hazards that arise in each
entity’s network” and has “the resources and skills necessary to identify problems” and ensure
their expedient resolution.?*®

84.  Verizon also bears unique costs because—as noted above—\Verizon must provide
Dominion each and every alleged “advantage” that Dominion claims to provide to Verizon.
Verizon’s competitors do not provide a similar offsetting benefit in exchange for their access to
Dominion’s poles. They simply attach.

D. Verizon Significantly Overpaid Dominion For Any Unique Benefits Provided
Under The Parties’ Prior Agreements.

85. Because the Joint Use Agreement is a “new” agreement that took effect in 2011,

the Commission need not consider the parties’ prior agreements. Instead, the determinative

299 gea Exs. 11 (VzV Invoices), 12 (VzS Invoices).

210 see Verizon Florida, 30 FCC Red at 1148 ( 21) (recognizing that CLECs have a “statutory
right of access to utility poles™).

211 Apr. 22, 2008 Reply Comments of Ameren and Dominion at 18.

212 Declaration of Michael Roberts § 7 (Apr. 18, 2008) (“Roberts Decl.”), attached to Apr. 22,
2008 Reply Comments of Ameren and Dominion.

2B 1d. 1 6.
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question is whether Verizon receives benefits under the Joint Use Agreement that justify the
I < oole premium that Verizon pays
Dominion.?** As detailed above, Verizon does not. It is instead attaching “on terms and
conditions that leave it “‘comparably situated’ to competitive LEC or cable attachers”—which
means that “‘competitive neutrality counsels in favor of affording [\Verizon] the same rate as the
comparable provider,” i.e., the New Telecom Rate.”**> Were the Commission to consider the
parties’ prior joint use agreements, however, it would only reinforce the reasonableness of a
comparable new telecom rate going forward.

86.  Where the agreements at issue are “historic” agreements, the same principle of
competitive neutrality applies, but it accounts for the past “monetary value” of any “benefits
under the Agreement that were not available to other attachers.”?*® Here, any possible “monetary
value” of unique benefits under the prior agreements was paid for several times over by Verizon.

87. Before the 2011 effective date of the Joint Use Agreement, Verizon Virginia and
Verizon South operated under different joint use agreements. Verizon Virginia’s prior
agreement with Dominion was entered in 1992 and amended in 2002.?*" Verizon South’s prior
agreement with Dominion was entered in 1978 and modified in 1985, and was the subject of

settlement agreements dated 2002 and 2006.2*®

214 see Verizon Florida, 30 FCC Red at 1142 (] 7).

213 see id. (quoting Pole Attachment Order, 26 FCC Rcd at 5336 (1 217)); see also Ex. D {1 4,
28 (Tardiff Aff.).

218 |4, at 1149-51 (11 24, 26); see also Ex. D 1 5 (Tardiff Aff.).

217 See Exs. 5 (General Joint Use Agreement Between Dominion and the Chesapeake and
Potomac Telephone Company of Virginia (Jan. 1, 1992) (“C&P JUA™)), 6 (Amendment to Joint
Use Agreement Between Verizon Virginia and Dominion (Nov. 1, 2002)).

218 5ee Exs. 7 (General Joint Use Agreement between Dominion and Continental Telephone
Company of Virginia (Jan. 1, 1978) (“Contel JUA”)), 8 (Modification No. 1 to Appendix
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88. Under each agreement, VVerizon paid rates that are significantly higher than the
pre-existing telecom rates then applicable to Verizon’s competitors. Between 2002 and 2010, for
example, Verizon Virginia’s rate ranged from ||| G
_ per pole.?® During those same years, Verizon South paid rates that ranged from

$30.00 to $47.32 per pole.??® Using 2010 as an example, Verizon Virginia’s rental rate was

I ioher per pole, and Verizon South’s rental rate

was $20.44 higher per pole, than the pre-existing telecom rate.??!

89. These significantly higher rental rates far overpaid Dominion for any alleged
unique “benefits” provided under the prior joint use agreements, as their terms and conditions
were comparable to the terms and conditions in Dominion’s license agreements. Indeed, many
of the terms and conditions in the prior agreements carried forward into the Joint Use

Agreement. For example, under the prior agreements, Verizon—like its competitors and like its

current Joint Use Agreement—was responsible for ||| G

Number 1 to General Joint Use Agreement Dated 1-1-78 Between Dominion and Continental
Telephone Company of Virginia (Dec. 23, 1985)), 9 (Settlement Agreement and Mutual Release
Between Verizon South and Dominion (Dec. 31, 2002)), 10 (Agreement Between Verizon South
and Dominion (June 7, 2006)).

29 Ex. B 1 11 (Mills Aff.).

220

Id. Verizon South’s rental rate applied to the net poles (those owned by Dominion over and
above those owned by Verizon South), making Dominion’s effective rate the same as Verizon
South’s. Id.

21 1d. (stating that Verizon Virginia’s 2010 rental rate was ||| G
per pole and Verizon South’s 2010 rental rate was $30.00 per pole); Ex. A §92

(Calnon Aff.) (calculating the 2010 pre-existing telecom rate as $9.56 per pole).

222
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I - A the same i, Verizon then (as niow)
paid higher costs for pole access. Verizon was then (as now) responsible for-
I, -

terms and conditions of the prior agreements thus left VVerizon comparably situated to its
competitors for essentially the same reasons detailed above.?’

90.  Verizon nonetheless paid rental rates ||| G
I tines higher than its competitors® rates during the decades before the Pole
Attachment Order.?® Doing so far overcompensated Dominion for the “monetary value” of any
“benefits under the [prior agreements] that were not available to other attachers.”?*°

E. The Commission Should Set Verizon’s Just And Reasonable Rate And
Refund Verizon’s Overpayments.

91. Verizon is “entitled to pole attachment rates, terms and conditions that are just

and reasonable pursuant to Section 224(b)(1)” as of the July 12, 2011 effective date of the Pole

227 gee supra, Section 11.B-C; Ex. A 11 93-94 (Calnon Aff.).
228 See Ex. A 1 95 (Calnon Aff.).
229 \ferizon Florida, 30 FCC Rcd at 1149-51 ({1 24, 26); see also Ex. A § 95 (Calnon Aff.).



PUBLIC VERSION

Attachment Order.?*® Here, that just and reasonable rate should be the new telecom rate, which
will start to set Verizon on par with its comparable competitors if Dominion is ordered to refund
the nearly ||| :t \/crizon has overpaid since
the effective date of the Order.”** In no event should the just and reasonable rate exceed the pre-
existing telecom rate, which also would require a refund of more than ||| GGG
I (0 \/<rizon for the post-Order period.”?

92. When Verizon’s just and reasonable rate is set, Verizon will ensure that
Dominion’s rate to attach to Verizon’s poles is proportional for all affected rental years.?*

1. Verizon Should Be Charged The New Telecommunications Rate
Because It Is Comparably Situated To Its Competitors.

93. Because Verizon is “attaching to [Dominion’s] poles on terms and conditions that
are comparable to those that apply to a telecommunications carrier or a cable operator,” the just
and reasonable rate for Verizon’s attachments is “the same rate as the comparable provider.”?**
In this case, the comparable rates that result from the new telecom formula are per pole rates of

$5.87, $7.15, $7.05 and $6.85 for the 2011 through 2014 rental years, respectively.”*®

230 1d. at 1141 (1 5 n.9) (quoting Pole Attachment Order, 26 FCC Rcd at 5331 (1 209)); see also
id. at 1145-47, 1150-51 (11 17-19, 26).

231 Ex. A 126 (Calnon Aff.); see also Ex. D 1 4, 28 (Tardiff Aff.).
282 Ex. A 1 32 (Calnon Aff.); see also Ex. D { 4, 28 (Tardiff Aff.).

233 see Pole Attachment Order, 26 FCC Red at 5337 (f 218) (noting that the Commission “would
be skeptical of a complaint by an incumbent LEC seeking a proportionately lower rate to attach
to an electric utility’s poles than the rate the incumbent LEC is charging the electric utility to
attach to its poles”).

2% 1d. at 5336 (] 217) (emphasis added).
2% Ex. A 116, 16 (Calnon Aff.).
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94.  Dominion has stated that the new telecom formula results in a far higher rate.*®

Dominion’s calculated rates suffer from three principal flaws. First, Dominion uses inflated
rates of return that are not supported by “the latest decision of the state regulatory body.”*’" For
the 2011 through 2014 rental years, Dominion applies an 11.25% rate of return, which does not
appear to be based on any state decision (and which *is no longer reflective of the cost of
capital” in any event).?*® For the 2015 rental year, it uses a 10% rate of return, but 10% is its
cost of equity, which makes no allowance for the Virginia State Corporation Commission’s
determination of the proper values for “cost of debt and equity, and the ratio of debt to
equity.”?*® The appropriate rates of return are 8.77% for the 2011 and 2012 rental years, 8.23%
for the 2013 and 2014 rental years, and 7.65% for the 2015 and 2016 rental years.?*°

95. Second, Dominion assigns 1.5 feet of space to Verizon, but cites solely the

Commission’s 1-foot presumption.?** This is insufficient evidence to rebut the presumptive

2% gee Exs. 20 at Attachment, line 66 (Email from M. Roberts, Dominion, to S. Mills, Verizon
(Sept. 24, 2014)), 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)).

237 See 47 C.F.R. § 1.1404(g)(1)(X); see also Ex. 20 at Attachment, line 36 (Email from M.
Roberts, Dominion, to S. Mills, Verizon (Sept. 24, 2014)).

2% See In the Matter of Connect America Fund, Report and Order and Further Notice of
Proposed Rulemaking, 26 FCC Rcd 17663, 18052 (1 1047) (2011).

2% |n the Matter of Connect America Fund, Wireline Competition Bureau Staff Report, 28 FCC
Rcd 7123, 7130 (1 5); see also 47 C.F.R. § 65.305.

240 Exs. A | 21 (Calnon Aff.), D 11 8-18 (Tardiff Aff.); see also Exs. 24 at 13 (Final Order, Case
No. PUE-2013-00072 (Va. SCC Apr. 29, 2014)), 25 at 21 (Final Order, Case No. PUE-2013-
00020 (Va. SCC Nov. 26, 2013)); 26 at 23 (Final Order, Case No. PUE-2011-00027 (Va. SCC
Nov. 30, 2011)); 27 at Addendum § 13 (Order Approving Stipulation and Addendum, Case No.
PUE-2009-00019 (Va. SCC Mar. 11, 2010)); 28 at Schedule 3 (Dominion Schedules 1-5, Case
No. PUE-2011-00027 (Mar. 31, 2011)).

%1 see Ex. 20 at Attachment, line 53 (Email from M. Roberts, Dominion, to S. Mills, Verizon
(Sept. 24, 2014)); see also 47 C.F.R. § 1.1418 (“With respect to the formulas referenced in

§ 1.1409(e)(1) and § 1.1409(e)(2), the space occupied by an attachment is presumed to be one
(1) foot.”).
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value, particularly because Verizon does not have survey data (and is not aware of any in
Dominion’s possession) that establishes that Verizon, in fact, occupies 1.5 feet of space on
Dominion’s poles.?*> The default 1-foot presumption should therefore apply.**:

96. Third and most significantly, Dominion inflates its new telecom rate by
claiming—without evidence—that its poles have an average of 2.6 attaching entities instead of
the 5 entities that the Commission’s rules presume.?** Dominion cannot rebut the 5-entity
presumption absent “a statistically valid survey or actual data.”®* Dominion has provided
neither. It has merely asserted that a “company survey” supports its number,?*® apparently based
on a consultant’s review of some of its facilities fourteen years ago.?*’ There is no indication
that Dominion’s data is current, accurate, or “reflect[s] only those poles in areas where the

attacher is actually affixed.”?*® The proper input, therefore, is the 5-entity input reflected in the

Commission’s presumptions.*

2 5ee Ex. B 119 (Mills Aff.).
283 Ex. A 1 22 (Calnon Aff.).

24 See Exs. A 11 23-24 (Calnon Aff.), D 11 19-22 (Tardiff Aff.); see also Exs. 20 at Attachment,
line 58 (Email from M. Roberts, Dominion, to S. Mills, Verizon (Sept. 24, 2014)); 47 C.F.R.
§ 1.1417(c).

2 Teleport Commc’ns Atlanta, Inc. v. Ga. Power Co., Order on Review, 17 FCC Rcd 19859,
19866 (1 18) (2002).

246 5ee Ex. 20 at Attachment, line 58 (Email from M. Roberts, Dominion, to S. Mills, Verizon
(Sept. 24, 2014)).

247 see Declaration of Michael Roberts § 9 (Mar. 6, 2008), attached to Mar. 7, 2008 Comments of
Ameren and Dominion (“The average number of attachments on Dominion’s facilities used to
calculate the telecommunications attachment rate is 2.6. This average number was determined
by a statistical survey performed for us by a consultant in 2001.”).

248 Teleport Commc’ns Atlanta, Inc., 17 FCC Red at 19869 (Y 25).
29 47 C.F.R. § 1.1417(c); Exs. A 11 23-24 (Calnon Aff.), D 11 19-22 (Tardiff Aff.).
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97. The flaws in Dominion’s rate calculations are apparent in the way they take

Dominion’s new telecom rate out of parity with its cable rate, contrary to the Commission’s

intent.”® For example, Dominion calculates 2014 rates of ||| G
e Ty ——

Verizon is instead entitled to the properly calculated new telecom rental rate—which at $6.85 per
pole in 2014, is in parity with the properly calculated 2014 cable rate of $6.86.

2. Verizon Should Be Refunded The Millions Of Dollars That It Has
Paid Over And Above The New Telecom Rate.

98.  Where an incumbent telephone company has been charged an unjust and
unreasonable rate, the Commission has authority to refund “the difference between the amount
paid under the unjust and/or unreasonable rate . . . and the amount that would have been paid
under the rate . . . established by the Commission, plus interest, consistent with the applicable
statute of limitations.”?* Here, that authority justifies a refund of all amounts overpaid since the
July 12, 2011 effective date of the Pole Attachment Order because this case involves an action

on a contract that is governed by Virginia’s 5-year statute of limitations.*>®

%0 5ee Pole Attachment Order, 26 FCC Red at 5244, 5305 (11 8, 149): see also Comments of
Verizon in Response to the Commission’s Request to Refresh the Record, In the Matter of
Implementation of Section 224 of the Act; A National Broadband Plan for Our Future, WC
Docket No. 07-245 (June 4, 2015).

L Ex. 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)); see also Exs. A
1 24 (Calnon Aff.), D 1 21 (Tardiff Aff.).

22 47 C.F.R. § 1.1410(a)(3).

23 See Va. Code Ann. § 8.01-246(2) (“actions founded upon a contract, other than actions on a
judgment or decree, shall be brought within the following number of years next after the cause of
action shall have accrued: . . . In actions on any contract which is not otherwise specified and
which is in writing and signed by the party to be charged thereby, or by his agent, within five
years whether such writing be under seal or not”).
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99. Consistent with the Commission’s intention, Verizon first sought to resolve this
matter during the limitations period “through negotiation rather than litigation before the
Commission.”®* As soon as the electric industry’s challenge to the Order’s rate reforms was
resolved, Verizon sought rate relief through written negotiations, in-person executive level
discussions, and formal mediation.”®® The need for the Commission’s assistance became clear
on May 29, 2015, just two months ago.?*®

100. “[M]onetary recovery in [this] pole attachment action” should therefore “extend
as far back in time as the applicable statute of limitations allows.”®’ Doing so, however, would
encompass periods that pre-date the effective date of the Pole Attachment Order. Verizon,
therefore, limits its refund request to overpayments made for rental periods following the July

12, 2011 effective date of the Pole Attachment Order. Since that date, VVerizon has paid nearly

I 1 i oss renals than i should ave

paid at the properly calculated new telecom rate.*® Of that amount, over ||| GG

I ino!ves the 2014 rental year that was the subject of Verizon’s

October 2013 letter requesting a just and reasonable rate.”® Verizon’s overpayments should be

refunded.

2% pole Attachment Order, 26 FCC Red at 5290 (] 112).

2% gee supra, Section 11.A.3.

26 Ex. 23 (Email from J. Douglass to C. Huther and B. Freedson (June 2, 2015)).
7 pole Attachment Order, 26 FCC Red at 5290 (] 112).

%8 5ee Ex. A 1 26 (Calnon Aff.) (calculating
overpayment since July 12, 2011).

2 see id. (calculating ||| G o\croayment for the
2014 rental year); see also Ex. 13 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Oct. 8,
2013)).
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3. At Most, Verizon Should Be Charged The Pre-Existing Telecom Rate
And Receive A Refund Of Its Overpayments.

101. Alternatively, even if Verizon were found to be materially advantaged as
compared to its competitors, the just and reasonable and competitively neutral rate for Verizon’s

attachments would account for only one possible “advantage” provided to Verizon, which

amounts to ||
I - ice the effctive
date of the Pole Attachment Order, Verizon has paid over ||| G
I o in gross rentals (with over |G
_ associated with the 2014 rental year) than it would have paid at a per pole rate that
is [ ioher than the rate calculated using the new
telecom formula.?®® Under this alternative theory, Verizon should be refunded its overpayment.
102. Inno event should Verizon’s rate exceed the rate properly calculated using the
Commission’s pre-existing telecom formula.?®> The evidence confirms that the pre-existing
telecom rate is a valid (indeed, high) “reference point” for determining the just and reasonable
rate where a joint use agreement “includes provisions that materially advantage the incumbent
LEC vis a vis a telecommunications carrier or cable operator.”?® It is “a higher rate than the

regulated rate available to telecommunications carriers and cable operators,” and it more than

280 See supra 1 53; Ex. A § 34 (Calnon Aff.).

261 gee Ex. A 1 35 (Calnon Aff.) (calculating
overpayment since July 12, 2011 and
overpayment for the 2014 rental year).

%62 Exs. A 11 30-32 (Calnon Aff.), D 1 28 (Tardiff Aff.).
263 5ee Pole Attachment Order, 26 FCC Rcd at 5336 (7 218).
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*account[s] for particular arrangements that provide net advantages to incumbent LECs relative
to cable operators or telecommunications carriers.”?*

103. Inthis case, the properly calculated pre-existing telecom rates are per pole rates of
$8.89, $10.83, $10.68 and $10.38 for the 2011 through 2014 rental years, respectively.”®® These

266

rates are, on average, $3.47 higher than the new telecom rate,”” a difference that more than

covers any possivle

104.  Since the effective date of the Pole Attachment Order, Verizon has paid over

I o' i ross rentls than it would have

paid at the rate properly calculated using the pre-existing telecom formula.?®® Of that amount,
over |GG i o!\es the 2014 rental year that was
the subject of Verizon’s October 2013 letter requesting a just and reasonable rate.”®® Verizon
should, at a minimum, be refunded these amounts.

111, COUNT I - UNJUST AND UNREASONABLE POLE ATTACHMENT RATES

105.  Verizon incorporates paragraphs 1 through 104 of this Complaint as if set forth

fully herein.

264 1d. at 5337 (1 218).
%65 Ex. A 11 7, 16 (Calnon Aff.).

266 gee jd. 1 101 (calculating the difference between the average 2011-2014 new telecom rate and
the average 2011-2014 pre-existing telecom rate).

267 see supra Section 11.C; Ex. A § 7 (Calnon Aff.).

268 5ea Ex. A 1 32 (Calnon Aff.) (calculating
overpayment since July 12, 2011).

2 see id. (calculating ||| G o\croayment for the
2014 rental year); see also Ex. 13 (Letter from S. Mills, Verizon, to A. Hahn, Dominion (Oct. 8,
2013)).
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106. The Commission has authority to “regulate the rates, terms, and conditions for
pole attachments to provide that such rates, terms, and conditions are just and reasonable, and
shall adopt procedures necessary and appropriate to hear and resolve complaints concerning such
rates, terms, and conditions.”?"

107.  The rate that Dominion charges its licensees is a just and reasonable rate for
Verizon because Verizon attaches to Dominion’s poles on terms and conditions that are
comparable to those that apply to competing attachers.”* For the 2011 through 2016 rental
years, these comparable rates are $5.87, $7.15, $7.05, $6.85, $6.51, and $6.04 per pole,
respectively.?”? Dominion’s refusal to offer VVerizon a rental rate properly calculated pursuant to
the FCC’s new telecom formula has denied Verizon a just and reasonable rate in violation of 47
U.S.C. § 224.

108. Alternatively, if Verizon attaches to Dominion’s poles on terms and conditions
that provide a net material advantage compared to Dominion’s other attachers, Verizon is
entitled to a just and reasonable rate that is ||| G hioher

than the properly calculated new telecom rate, and thus accounts for the only possible

“advantage” provided to Verizon under the Joint Use Agreement. For the 2011 through 2016

et yers, s comparaie rates o
I oocctively.> Inno event should Verizon be charged a

rental rate that is higher than the rate calculated pursuant to the FCC’s pre-existing telecom

270 47 U.S.C. § 224(b)(1).

2™ pole Attachment Order, 26 FCC Red at 5336 ( 217).
212 Ex. A 1 16 (Calnon Aff.).

23 1d. 1 97.
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formula.?™ For the 2011 through 2016 rental years, these reference point rates are $8.89, $10.83,
$10.68, $10.38, $9.87, and $9.15 per pole, respectively.?”> Under these alternative
circumstances, Dominion’s refusal to offer Verizon a rental rate that is not higher than the rate
properly calculated pursuant to the FCC’s pre-existing telecom formula has denied Verizon a just
and reasonable rate in violation of 47 U.S.C. § 224.

IV. RELIEF REQUESTED

109. Verizon respectfully requests that the Commission order that the unjust and
unreasonable rate provision in the parties’ Joint Use Agreement, as amended, is terminated
effective July 12, 2011, the effective date of the Pole Attachment Order.

110.  Verizon respectfully requests that the Commission prescribe the rate that is
properly calculated in accordance with the Commission’s new telecom formula as the just and
reasonable rate in a new agreement that applies to Verizon’s existing and future attachments.

111.  Alternatively, if the Commission concludes that the terms and conditions of the
parties’ Joint Use Agreement provide Verizon a net material advantage relative to its
competitors, then Verizon requests that the Commission prescribe as the just and reasonable rate
for Verizon’s existing attachments a rate that is ||| | | GTcNG
higher than the rate that is properly calculated in accordance with the Commission’s new telecom
formula. Under these alternative circumstances, Verizon’s just and reasonable rate for existing
attachments should not exceed the rate that is properly calculated in accordance with the

Commission’s prior telecom formula.

2% pole Attachment Order, 26 FCC Rcd at 5336-37 (f 218).
25 Ex. A 1 16 (Calnon Aff.).
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112.  Verizon respectfully requests that the Commission order Dominion to refund all
amounts paid in excess of a just and reasonable rate following the July 12, 2011 effective date of
the Pole Attachment Order and grant Verizon such other relief as the Commission deems just,
reasonable, and proper.

Respectfully submitted,

QLA

Kathleen M. Grillo William H. Johnson
Of Counsel Roy E. Litland
VERIZON
1320 N. Courthouse Rd.
9™ Floor

Arlington, VA 22201

(703) 351-3060
will.h.johnson@verizon.com
roy.litland@verizon.com

Christopher S. Huther
Claire J. Evans

Wiley Rein LLP

1776 K Street NW
Washington, DC 20006
(202) 719-7000
chuther@wileyrein.com
cevans@wileyrein.com

Attorneys for Verizon Virginia LLC and
Verizon South Inc.

Dated: August 3, 2015
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CERTIFICATE OF SERVICE

I hereby certify that on August 3, 2015, | caused a copy of the foregoing Complaint,

exhibits and affidavits in support thereof, to be served on the following (service method

indicated):

Marlene H. Dortch, Secretary

Federal Communications Commission
Office of the Secretary

445 12th Street, SW

Room TW-A325

Washington, DC 20554

(confidential version of Complaint,
Affidavits, and Exhibits by hand delivery;
public version of Complaint, Affidavits, and
Exhibits by ECFS)

Kimberly D. Bose, Secretary

Nathaniel J. Davis, Sr., Deputy Secretary
Federal Energy Regulatory Commission

888 First Street, N.E.

Washington, DC 20426

(public version of Complaint, Affidavits, and
Exhibits by overnight mail)

Virginia State Corporation Commission
Division of Energy Regulation

P.O. Box 1197

Richmond, VA 23218

(public version of Complaint, Affidavits, and
Exhibits by overnight mail)

Horace P. Payne, Esquire

Virginia Electric and Power Company

120 Tredegar Street, Riverside 2

Richmond, VA 23219

(804) 819-2682

horace.p.payne@dom.com

(confidential version of Complaint, Affidavits,
and Exhibits by hand delivery to Dominion’s
registered agent, CT Corporation System, 4701
Cox Road, Suite 285, Glen Allen, VA 23060)

Brett Heather Freedson, Esquire

Eckert Seamans Cherin and Mellott, LLC

600 Grant Street, 44th Floor

Pittsburgh, PA 15219
bfreedson@eckertseamans.com

(courtesy copy of public version of Complaint
by email)

Claire J. Evayis
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Before the
Federal Communications Commission
Washington, DC 20554

VERIZON VIRGINIA LLC and
VERIZON SOUTH INC,,

VIRGINIA ELECTRIC AND POWER
COMPANY d/b/a DOMINION VIRGINIA
POWER,

Docket No.
File No.

Complainants,

V.

Respondent.

N N N N N N N N N N N N N N

o o w >

Affidavits

Affidavit of Mark S. Calnon, Ph.D. (July 31, 2015).
Affidavit of Stephen C. Mills (Aug. 3, 2015).
Affidavit of Jonathan R. Hansen (July 31, 2015).

Affidavit of Timothy J. Tardiff, Ph.D. (Aug. 3, 2015).

Exhibits

General Joint-Use Agreement Between Verizon Virginia Inc. (“Verizon Virginia”) and
Virginia Electric and Power Company (“Dominion”) (Jan. 1, 2011).

General Joint-Use Agreement Between Verizon South Inc. (*Verizon South”) and
Dominion (Jan. 1, 2011).

Facilities License Agreement for Non-Wireless Overhead Attachments Between MCI
Network Services of Virginia, Inc. and Dominion (Dec. 1, 2008).

“Facilities License Agreement for Non-Wireless Overhead Attachments Between

and Virginia and Electric Power Company,” attached to Email from A. Hahn, Dominion
Customer Solutions System — Joint Use Business, Dominion, to S. Mills, Section
Manager, Verizon Network Engineering (Oct. 30, 2013).
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11.
12.

13.

14.

15.

16.

17.

18.

19.

20.

21.
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General Joint Use Agreement Between Dominion and the Chesapeake and Potomac
Telephone Company of Virginia (Jan. 1, 1992).

Amendment to Joint Use Agreement Between Verizon Virginia and Dominion (Nov. 1,
2002).

General Joint Use Agreement Between Dominion and Continental Telephone Company
of Virginia (Jan. 1, 1978).

Modification No. 1 to Appendix Number 1 to General Joint Use Agreement Dated 1-1-78
Between Dominion and Continental Telephone Company of Virginia (Dec. 23, 1985).

Settlement Agreement and Mutual Release Between Verizon South and Dominion (Dec.
31, 2002).

Agreement Between Verizon South and Dominion (June 7, 2006).
Invoices from Dominion to Verizon Virginia for 2010 through 2014 pole rentals.
Invoices from Dominion to Verizon South for 2010 through 2014 pole rentals.

Letter from S. Mills, Section Manager, Verizon Network Engineering, to A. Hahn,
Dominion Customer Solutions System — Joint Use Business, Dominion (Oct. 8, 2013).

Letter from S. Mills, Section Manager, Verizon Network Engineering, to A. Hahn,
Dominion Customer Solutions System — Joint Use Business, Dominion (Dec. 6, 2013).

Letter from A. Hahn, Dominion Customer Solutions System — Joint Use Business,
Dominion, to S. Mills, Section Manager, Verizon Network Engineering (Dec. 16, 2013).

Letter from S. Mills, Section Manager, Verizon Network Engineering, to A. Hahn,
Dominion Customer Solutions System — Joint Use Business, Dominion (Jan. 22, 2014)).

Letter from A. Hahn, Dominion Customer Solutions System — Joint Use Business,
Dominion, to S. Mills, Section Manager, Verizon Network Engineering (Feb. 20, 2014).

Letter from S. Mills, Section Manager, Verizon Network Engineering, to A. Hahn,
Dominion Customer Solutions System — Joint Use Business, Dominion (Mar. 25, 2014).

Letter from A. Hahn, Dominion Customer Solutions System — Joint Use Business,
Dominion, to S. Mills, Section Manager, Verizon Network Engineering (Apr. 28, 2014).

Email from M. Roberts, Joint Use Administrator, Dominion, to S. Mills, Section
Manager, Verizon Network Engineering (Sept. 24, 2014).

Email from A. Hahn, Dominion Customer Solutions System — Joint Use Business,
Dominion, to S. Mills, Section Manager, Verizon Network Engineering (Oct. 21, 2014).
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Letter from S. Mills, Section Manager, Verizon Network Engineering, to A. Hahn,
Dominion Customer Solutions System — Joint Use Business, Dominion (Nov. 14, 2014).

Email from J. Douglass, Mediator, to C. Huther, Attorney for Verizon, and B. Freedson,
Attorney for Dominion (June 2, 2015).

Final Order, Petition of Virginia Electric and Power Company for Approval to Implement
New Demand-Side Management Programs and for Approval of Two Updated Rate
Adjustment Clauses Pursuant to § 56-585.1 A 5 of the Code of Virginia, Case No. PUE-
2013-00072, 2014 S.C.C. Ann. Rept. 289 (Va. SCC Apr. 29, 2014).

Final Order, Application of Virginia Electric and Power Company for a 2013 Biennial
Review of the Rates, Terms and Conditions for the Provision of Generation, Distribution,
and Transmission Services Pursuant to 8 56-585.1 A of the Code of Virginia, Case No.
PUE-2013-00020, 2013 S.C.C. Ann. Rept. 371 (Va. SCC Nov. 26, 2013).

Final Order, Application of Virginia Electric and Power Company for a 2011 Biennial
Review of the Rates, Terms, and Conditions for the Provision of Generation, Distribution,
and Transmission Services Pursuant to 8 56-585.1 A of the Code of Virginia, Case No.
PUE-2011-00027, 2011 S.C.C. Ann. Rept. 456 (Va. SCC Nov. 30, 2011).

Order Approving Stipulation and Addendum, Application of Virginia Electric and Power
Company for a 2009 Statutory Review of the Rates, Terms and Conditions for the
Provision of Generation, Distribution, and Transmission Services Pursuant to § 56-585.1
A of the Code of Virginia, Case No. PUE-2009-00019, 2010 S.C.C. Ann. Rept. 301 (Va.
SCC Mar. 11, 2010).

Dominion Schedules 1-5, filed in Application of Virginia Electric and Power Company
for a 2011 Biennial Review of the Rates, Terms, and Conditions for the Provision of
Generation, Distribution, and Transmission Services Pursuant to § 56-585.1 A of the
Code of Virginia, Case No. PUE-2011-00027 (Mar. 31, 2011).
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Before the
Federal Communications Commission
Washington, DC 20554

VERIZON VIRGINIA LLC and
VERIZON SOUTH INC.,
Complainants, Docket No.
File No.

V.
VIRGINIA ELECTRIC AND POWER
COMPANY d/b/a DOMINION VIRGINIA
POWER,

Respondent.

N N N N N N N N N N N N N N

AFFIDAVIT OF MARK S. CALNON, PH.D.

COMMONWEALTH OF PENNSYLVANIA )
COUNTY OF BUCKS ; >

I, MARK S. CALNON, being sworn, depose and say:

1. | am a senior consultant in the Telecom Finance Group of Verizon Services
Corporation. | am executing this Affidavit in support of the Pole Attachment Complaint of
Verizon Virginia LLC (*Verizon Virginia”) and Verizon South Inc. (“Verizon South”)
(collectively, “Verizon”) against Virginia Electric and Power Company (“Dominion”). | know
the following of my own personal knowledge and, if called as a witness in this action, | could
and would testify competently to these facts under oath.

2. | have a Bachelor of Arts degree in Economics from St. Michaels College and a

Ph.D., also in Economics, from the University of Colorado. My professional experience began
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over 30 years ago and spans economic and regulatory policy issues in telecommunications and
energy markets domestically and internationally. My specific areas of expertise include demand
analysis, strategic planning, pricing and policy analysis focused primarily on the regulated
product and service offerings of incumbent telecom and electric distribution companies. My
responsibilities have included estimating the demand for wireline telephone service, the demand
for the various jurisdictional usage classifications of the wireline network (local, intralata toll,
interlata toll and switched access) as well as the demand for various new / advanced service
offerings. My work in the area of pricing and costing has included the design of methodologies
to determine the proper price levels and rate relationships between the wholesale provision of
access services (switched and special) and retail toll and private line offerings. | have also
developed pricing methodologies consistent with the market-opening requirements of the
Telecommunications Act of 1996 (“TA96”). Following passage of TA96, | have also been
responsible for developing studies documenting the level of competition in various market areas
and advocating market-appropriate levels of regulatory relief. | have also provided economic
analysis supporting litigation in the areas of damage claims regarding alleged delays in
provisioning new services and claims of unreasonable discrimination relating to the pricing and
costing practices associated with third party make-ready costs and pole rental rates.

3. Over the course of my career | have participated in over 30 regulatory
proceedings before 20 state commissions. My responsibilities in these proceedings have
included the development and filing of written testimony, participation in industry workshops,
settlement conferences and ex parte presentations for Commissioners and their staff. | have also
filed two Affidavits with the Federal Communications Commission to support the Pole

Attachment Complaints filed by Verizon Florida LLC against Florida Power and Light
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Company. See Pole Attachment Complaint Ex. A, Docket No. 15-73, File No. EB-15-MD-002
(Mar. 13, 2015); Pole Attachment Complaint Ex. B, Docket No. 14-216, File No. EB-14-MD-
003 (Jan. 31, 2014).

A. Introduction

4. The purpose of this Affidavit is to explain the basis for my conclusion that
Verizon has paid, and continues to pay, unjust and unreasonable rental rates to attach to
Dominion’s utility poles and to describe the calculations that yield the just and reasonable pole
attachment rates that Verizon should pay to attach to Dominion’s poles as of the July 12, 2011
effective date of the Pole Attachment Order.

5. In this Affidavit, I conclude that the rate that results from the proper application
of the Commission’s new telecom formula is the just, reasonable, and fully compensatory rental
rate for Verizon’s attachments to Dominion’s poles. Verizon’s Joint Use Agreements with
Dominion (collectively, the “Joint Use Agreement”) should be treated as “new” agreements
under the analysis set forth in the Pole Attachment Order because they took effect in January
2011, about six months prior to the Pole Attachment Order’s effective date.” Because they
contain terms and conditions that are materially comparable to the terms and conditions provided
by Dominion to Verizon’s competitors, Verizon should receive the new telecom rate that applies
to its competitors. | further conclude that Verizon has paid Dominion far more than a just and

reasonable rate before and after the effective date of the Pole Attachment Order. | also calculate

! Implementation of Section 224 of the Act; A National Broadband Plan for Our Future, Report
and Order and Order on Reconsideration, 26 FCC Rcd 5240 (2011), aff’d, Am. Elec. Power Serv.
Corp. v. FCC, 708 F.3d 183, (D.C. Cir. 2013), cert. denied, 134 S. Ct. 118 (2013) (“Pole
Attachment Order” or “Order”).

2 See Complaint Exs. 1 (General Joint-Use Agreement Between Verizon Virginia and Dominion
(Jan. 1, 2011)); 2 (General Joint Use Agreement Between Verizon South and Dominion (Jan. 1,
2011)) (collectively, the “Joint Use Agreement”).

3
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the amount of Verizon’s overpayment to Dominion since the Order’s July 12, 2011 effective
date.

6. For the 2011 to 2014 rental years, Verizon paid Dominion annual per pole rental
ates o | =< ively
(the “Joint Use Agreement rates”).> As detailed below, the per pole rates that result from a
proper application of the new telecom formula for the same years are $5.87, $7.15, $7.05, and

$6.85, respectively (the “new telecom rates”). Since July 12, 2011, because Verizon was

invoiced for attachments on ||| G Doinion poles,
Verizon paid Dominion gross rent totaling nearly ||| G

I ore than it should have paid at the new telecom rate.*

7. Although I conclude that Verizon should be charged the new telecom rate because
it attaches to Dominion’s poles on comparable terms and conditions to VVerizon’s competitors, |
have also calculated the rate that results from the Commission’s pre-existing telecom formula,
which serves as a reference point for an incumbent telephone company that enjoys a net material
advantage over its competitors. | conclude that the per pole rates that result from a proper
application of the pre-existing telecom formula for the 2011 to 2014 rental years are $8.89,
$10.83, $10.68, and $10.38, respectively (the “pre-existing telecom rates”). These rates are a
reasonable upper bound on any rental rate charged Verizon because, under a proper analysis of

competitive neutrality, the only conceivable advantage that Dominion has identified has a per

¥ See Complaint Exs. B 8 (Affidavit of Stephen C. Mills (Aug. 3, 2015) (“Mills Aff.”)), 11
(Verizon Virginia (*VzV”) Invoices), 12 (Verizon South (“VzS”) Invoices).
4

Verizon pays Dominion the net rent due after Dominion’s gross rent for using ||
Verizon poles is subtracted from Verizon’s gross rent
for using Dominion poles. Should the

Commission order Dominion to refund to Verizon the amounts that it has overpaid, Verizon will
adjust the corresponding rate paid by Dominion to reflect a rate that is proportionate to Verizon’s
rate. See Complaint { 92.
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pole value of approximately ||| G s value is far less

than the roughly $3.50 difference between the new and pre-existing telecom rates that | have
calculated. Verizon has paid far more than the pre-existing telecom rates since the effective date

of the Pole Attachment Order. Had Verizon been invoiced for its attachments on-

I Doninion poles at the pre-existing telecom rate,
Verizon woud hve peid omirion over

less in gross rent since July 12, 2011.

8. | have relied on the best data available to Verizon in reaching the opinions
expressed in this Affidavit. | reserve the right to supplement or revise this Affidavit upon review
of additional data and information, including data and information provided by Dominion in the
course of this proceeding.

B. Dominion Charges Verizon Rental Rates That Are Much Higher Than The
Properly Calculated New Telecom And Pre-Existing Telecom Rates.

9. The FCC’s new and pre-existing telecom formulas have two basic components:
(1) the annual cost of pole ownership and (2) the percentage of that annual cost that is assigned
to the telecommunications provider, which reflects the direct space occupied by the

telecommunications provider and a share of the unusable space on the pole:®

[ Carrying |
Maximum Rate = Space Factor x Net Cost of a Bare Pole x | Charge
| Rate

|' Space
Occupied

Unusable Space

)
i 5
l‘-;

No. of Attaching Entities

Pole | |\'i}:!h|

i
|
J

Where Space Factor [

° 47 C.F.R. § 1.1409(e).
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10.  The new telecom formula differs from the pre-existing telecom formula because it
includes an additional cost allocator that is applied to the annual cost of pole ownership. This
case involves urbanized areas under the Commission’s regulations.” Dominion and Verizon
Virginia’s overlapping service areas include Alexandria, Arlington, and Richmond, each of
which has a population greater than 50,000.” Dominion and Verizon South’s overlapping service
areas include Dale City and Stafford County, which also have populations greater than 50,000.2
The appropriate cost allocator, therefore, is 0.66.° When the annual pole costs used in the pre-
existing formula are multiplied by 0.66, the resulting new telecom rate should be approximately
equal to the rate produced by the Commission’s rate methodology for cable television
providers.®

11. The net cost of a bare pole is determined by using the following calculation:

Annual Pole Cost =  (Net Pole Investment x Appurtenances Factor) x Carrying Charge
Number of Poles Rate

®47 C.F.R. § 1.1417(c); Pole Attachment Order, 26 FCC Rcd at 5304 (f 149 n. 449) (“An
urbanized service area has 50,000 or higher population, while a non-urbanized service area has
under 50,000 population.”).

" Complaint Ex. B 3 (Mills Aff.); U.S. Census Bureau, State and County QuickFacts:
Alexandria (city), available at http://quickfacts.census.gov/qfd/states/51/5101000.html (2010
population of 139,966); U.S. Census Bureau, State and County QuickFacts: Arlington CDP,
available at http://quickfacts.census.gov/qfd/states/51/5103000.html (2010 population of
207,627); U.S. Census Bureau, State and County QuickFacts: Richmond (city), available at
http://quickfacts.census.gov/qfd/states/51/5167000.html (2010 population of 204,214).

8 Complaint Ex. B 1 3 (Mills Aff.); U.S. Census Bureau, State and County QuickFacts: Dale City
CDP, Virginia, available at http://quickfacts.census.gov/gfd/states/51/

5121088.html (2010 population of 65,969); U.S. Census Bureau, State and County QuickFacts:
Stafford County, Virginia, available at http://quickfacts.census.gov/qfd/states/51/51179.html
(2010 population of 128,961).

% Pole Attachment Order, 26 FCC Rcd at 5304 (1 149).
'%1d. at 5304-05 (1 149, 151).
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where net pole investment is the result of reducing gross investment assigned to the poles
account by the amount of the depreciation and deferred tax reserves assigned (or allocated) to
these accounts as well as a 15 percent reduction to eliminate investment in non-pole

11
appurtenances.

1. Proper Application Of The New And Pre-Existing Telecom Formulas.

12. | have calculated the new and pre-existing telecom rates for the 2011 through
2016 rental years using cost data for 2009 through 2014 that Dominion provided to Verizon*?
and data contained in Dominion’s 2014 FERC Form 1, which was filed on March 6, 2015.
Although I would generally calculate rental rates based on cost data from the immediately

preceding year (in other words, 2011 rates would be based on 2010 cost data), | have-

13. Dominion’s cost data produce the following annual pole costs under the new

telecom formula, as explained in more detail in Exhibits C-1 to C-6:

1 In the Matter of Amendment of Commission’s Rules and Policies Governing Pole Attachments;
Implementation of Section 703(e) of the Telecommunications Act of 1996, Consolidated Partial
Order on Reconsideration, 16 FCC Rcd 12103, 12122-23, 12161 (11 32, 121) (2001).

12 Complaint Ex. 20 (Email from M. Roberts, Dominion, to S. Mills, Verizon (Sept. 24, 2014)).

_

7
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Rental Year 2011 2012 2013 2014 2015 2016
Using data from 2009 2010 2011 2012 2013 2014

Net Distribution Pole
Investment ($000°s)
divided by
Number of
Distribution Poles
equals
Net Investment per
Distribution Pole
multiplied by
Capital Carrying 28.67% | 35.24% | 33.72% | 30.90% | 28.49% | 25.39%
Charge Rate
multiplied by
Urbanized Service
Area Cost Allocator
equals

Net Cost of Bare Pole | $52.37 $63.82 $62.95 $61.15 $58.13 $53.91

$270,523 | $268,608 | $277,251 | $294,335 | $303,826 | $316,073

977,512 | 978,774 | 980,181 | 981,604 | 982,605 | 982,605

$276.75 | $274.43 | $282.86 | $299.85 | $309.20 | $321.67

0.66 0.66 0.66 0.66 0.66 0.66

14. Dominion’s cost data produce the following annual pole costs under the pre-

existing telecom formula, as also explained in more detail in Exhibits C-1 to C-6:

Rental Year 2011 2012 2013 2014 2015 2016
Using data from 2009 2010 2011 2012 2013 2014

Net Investment per
Distribution Pole
multiplied by
Capital Carrying
Charge Rate
equals

Net Cost of Bare Pole | $79.36 $96.70 $95.37 $92.64 $88.08 $81.68

$276.75 | $274.43 | $282.86 | $299.85 | $309.20 | $321.67

28.67% | 35.24% | 33.72% | 30.90% | 28.49% | 25.39%

15.  The space allocated to the telecommunications provider is the same under the new

and pre-existing telecom formulas:
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Space Factor (2011 — 2016 Rental Years):

Total Usable Space (2/3)

Total Usable Space
Total Pole Height
Unusable Space

SPACE FACTOR

Space Occupied by Attachment:

Number of Attaching Entities

135 ft
37.51t

1ft
0.667 ft

24 ft

0.1120

16. Multiplying the annual pole cost by the space factor produces the rate.

Application of the new telecom formula results in the following per pole rental rates:

Rental Year Calculation New Telecom Rate
2011 $52.37 x 0.1120 $5.87
2012 $63.82 x 0.1120 $7.15
2013 $62.95 x 0.1120 $7.05
2014 $61.15x0.1120 $6.85
2015 $58.13 x0.1120 $6.51
2016 $53.91 x 0.1120 $6.04

Application of the pre-existing telecom formula results in the following per pole rental rates:

Rental Year Calculation ﬁerlzzzl(z))r(r:sggge
2011 $79.36 x 0.1120 $8.89
2012 $96.70 x 0.1120 $10.83
2013 $95.37 x 0.1120 $10.68
2014 $92.64 x 0.1120 $10.38
2015 $88.08 x 0.1120 $9.87
2016 $81.68 x 0.1120 $9.15

2. Dominion’s Misapplication Of The New And Pre-Existing Telecom

Formulas.

17.  The information provided by Dominion indicates that it may have overcharged

Verizon’s competitors following the effective date of the Pole Attachment Order.** For

4 Complaint Ex. 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)).

9
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example, Dominion informed Verizon that its 2014 rental rate i ||| GKINNGTGTGTE

I 1he difference between the $6.85 new telecom rate that | calculated above
for 2014 and the ||| G - that Dominion may have
charged Verizon’s competitors appears to result from Dominion’s incorrect use of three inputs to
the new telecom formula.

18. First, when calculating the capital carrying charge rate, Dominion asserts that it
uses its authorized rates of return from the Virginia State Corporation Commission (“SCC”).® A
review of the SCC’s Orders, however, shows that this is not the case.

19. For the 2011 through 2014 rental years, Dominion appears to use a rate of return
of 11.25%, and for the 2015 rental year, Dominion appears to use a rate of return of 10%."
These rates of return (also referred to as costs of capital) do not appear in the relevant SCC
Orders. Instead, for the 2011 and 2012 rental years, the SCC approved a cost of equity of 11.9%
for the 2009 and 2010 cost years applicable to the rental rate calculations.*® The 11.9% cost of
equity, when combined with the cost of the other components of Dominion’s capital structure

and weighed according to their share of the capital structure, yields a rate of return of 8.77%."

4.

16 Complaint Ex. 20 at Attachment line 36 (Email from M. Roberts, Dominion, to S. Mills,
Verizon (Sept. 24, 2014)).

4.

18 See Complaint Ex. 27 § 13 (Order Approving Stipulation and Addendum, Case No. PUE-
2009-00019 (Va. SCC Mar. 11, 2010)).

19 Because of the close proximity in time to the rental years at issue, it is reasonable to use the
information provided about Dominion’s capital structure in the SCC’s 2011 Final Order, even
though it post-dates the 2009 and 2010 cost years. See Complaint Ex. 26 at 17 nn. 52, 53 (Final
Order, Case No. PUE-2011-00027 (Va. SCC Nov. 30, 2011)). The information in the 2011 Final
Order is further supplemented and confirmed by Dominion’s testimony in the 2011 SCC rate
proceeding, which includes the calculation for the 8.77% rate of return. See Complaint Ex. 28 at
Schedule 3, p. 1 (Dominion Schedules 1-5, Case No. PUE-2011-00027 (Mar. 31, 2011)).

10



PUBLIC VERSION

For the 2013 and 2014 rental years, the SCC adopted an 8.23% rate of return.’ In doing so, the
SCC reduced Dominion’s approved cost of equity to 10.9% for the 2011 and 2012 cost years
applicable to the rental rate calculations, adopted a 5.14% cost of debt, and weighed the cost of
the components of Dominion’s capital structure to reflect their share of Dominion’s capital
structure.”* For the 2015 and 2016 rental years, the SCC further reduced Dominion’s approved
cost of equity to 10% for the 2013 and 2014 cost years applicable to the rental rate calculations,?
set a 50/50 ratio of equity to debt,?® and established a rate of return of 7.65%.%

20. Dominion’s apparent use of its 10% cost of equity for the 2015 rental year as its
cost of capital appears to be based on a sentence in the SCC’s 2013 Order that the 10% cost of
equity “will, among other things, serve as the fair combined rate of return against which
Dominion’s earned return will be compared in its next biennial review proceeding.”® This
sentence does not support Dominion’s use of a 10% cost of capital for two principal reasons.
First, according to the same Order, Dominion’s cost of capital must be “comprised of its
weighted (1) cost of debt, and (2) cost of equity, which incorporate the percentages of debt and

equity in its capital structure.”?® The 10% figure represents solely Dominion’s cost of equity.?’

20 See Complaint Ex. 26 at 23 (Final Order, Case No. PUE-2011-00027 (Va. SCC Nov. 30,
2011)).

2L1d. at 17, 23.

22 See Complaint Exs. 25 at 21 (Final Order, Case No. PUE-2013-00020 (Va. SCC Nov. 26,
2013)), 24 at 13 (Final Order, Docket PUE-2013-00072 (Va. SCC Apr. 29, 2014)).

2% See Complaint Ex. 25 at 21 (Final Order, Case No. PUE-2013-00020 (Va. SCC Nov. 26,
2013)).

2 See Complaint Ex. 24 at 13 (Final Order, Case No. PUE-2013-00072 (Va. SCC Apr. 29,
2014)).

2% See Complaint Ex. 25 at 15 (Final Order, Case No. PUE-2013-00020 (Va. SCC Nov. 26,
2013)).

2 1d. at 21-22.

11
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Second, a more recent SCC Order clarifies that the 10% cost of equity must be adjusted to reflect
Dominion’s cost of debt and ratio of equity to debt, stating that Dominion has “an overall cost of
capital of 7.653%.”%

21. Dominion therefore should have used the rates of return that | use in my
calculations—8.77% for the 2011 and 2012 rental years, 8.23% for the 2013 and 2014 rental
years, and 7.65% for the 2015 and 2016 rental years. These are based on “the cost of debt and

2129

equity, and the ratio of debt to equity”*” as well as on “the latest decision of the state regulatory

body.”*°

22.  Second, when calculating the space factor, Dominion appears to allocate 1.5 feet
of occupied space to Verizon,* although its sole “data source” for this number is the
Commission’s 1-foot rebuttable presumption.®* It is my understanding that neither Dominion
nor Verizon has survey data establishing the amount of space that Verizon’s facilities occupy on
average on Dominion’s utility poles.®* Therefore, because Dominion has failed to rebut the

presumption, the space factor should be calculated with the 1-foot presumptive value that I use in

my calculations.

271d. at 21.

%8 See Complaint Ex. 24 at 13 (Final Order, Case No. PUE-2013-00072 (Va. SCC Apr. 29,
2014)).

%% In the Matter of Connect America Fund, Wireline Competition Bureau Staff Report, 28 FCC
Recd 7123, 7130 (1 5) (2013); see also 47 C.F.R. § 65.305.

%047 C.F.R. § 1.1404(g)(1)(x).

31 Complaint Ex. 20 at Attachment line 53 (Email from M. Roberts, Dominion, to S. Mills,
Verizon (Sept. 24, 2014)).

%2 |d.; see also 47 C.F.R. § 1.1418.
%3 See Complaint Ex. B 19 (Mills Aff.).

12
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23.  Third, when calculating the space factor, Dominion uses 2.6 as the average
number of attaching entities.** Dominion claims that this number is supported by a “company
survey,” but it did not provide the “survey,” or any information about it, to Verizon during their
negotiations. Dominion has thus failed to rebut the Commission’s presumptive average number
of 5 attaching entities in urban service areas.®*® Additionally, the public record suggests that
Dominion’s “survey” is based on a limited sample of poles and is outdated, as its Lead Joint Use
Administrator stated in a 2008 Affidavit that the 2.6 “average number was determined by a
statistical survey performed for us by a consultant in 2001.”*" The proper input is the
presumptive average of 5 attaching entities that | use in my calculations.

24. Dominion’s use of 2.6 attaching entities without proper support is particularly
problematic here because it takes Dominion’s new telecom rate far out of parity with a properly

calculated cable rate. For the 2014 rental year, for example, Dominion pairs an improperly

calculated ||| <\ tc/ccom rate with an improperly
calculated || - rate - meaning that its new

telecom rate is 70% higher than its cable rate.*® The proper application of the Commission’s

% Complaint Ex. 20 at Attachment line 58 (Email from M. Roberts, Dominion, to S. Mills,
Verizon (Sept. 24, 2014)).

4.

% 47 C.F.R. § 1.1417(c); see also Teleport Commc’ns Atlanta, Inc. v. Ga. Power Co., Order on
Review, 17 FCC Rcd 19859, 19866 (1 18) (2002).

%7 Declaration of Michael Roberts ] 9 (Mar. 6, 2008), attached to Comments of Ameren Services
Company and Virginia Electric and Power Company, In the Matter of Implementation of Section
224 of the Act; Amendment of the Commission’s Rules and Policies Governing Pole
Attachments, WC Docket No. 07-245 (Mar. 7, 2008).

% Complaint Ex. 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)).
13
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formulas for 2014 results in a $6.85 new telecom rate, which approximates a properly calculated
$6.86 cable rate as the Commission intended.*
3. The Joint Use Agreement Rates Impose An Annual Unjust And

Unreasonable Financial Burden On Verizon As Compared To The
New Telecom Rates.

25.  The following table includes a comparison of the properly calculated new telecom
rates to the Joint Use Agreement rates that Verizon paid Dominion for the 2011 through 2014

rental years. This table shows that Verizon has paid rates since the effective date of the Pole

stachmentOrder thtare s [
corresponding new telecom rates. |Gz

B T —,
T —————
Dominion’s invoices, have imposed annual ||| GGG

_ unreasonable financial burdens on Verizon. Since the effective date of the Pole

Attachment Order, Verizon’s overpayments have totaled on a cumulative basis nearly [}

% pole Attachment Order, 26 FCC Rcd at 5305 (1 149).

14
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27.  Straightforward comparisons highlight the unreasonableness of the rates that

Dominion has charged Verizon. Using the 2014 rental year as an example, | have compared the
percentage of Dominion’s pole costs (as calculated using the FCC formula) that Dominion
collected from Verizon to the percentage that Dominion collected from each of Verizon’s
competitors. As shown above, Dominion’s pole costs for 2012, which apply to the 2014 rate
calculation, were $92.64. See { 14, supra. The properly calculated 2014 new telecom rate was
$6.85, which provides Dominion 7.4% of its costs as contemplated by the Commission ($6.85 /
$92.64 = 0.074).** The properly calculated 2014 cable rate was $6.86, which provides Dominion

7.4% of its costs as also contemplated by the Commission ($6.86 / $92.64 = 0.074).*> Dominion,

in contrast,collecte [

! See Pole Attachment Order, 26 FCC Red at 5305 (] 150 n.453) (new telecom formula should
recover approximately 7.4% of fully allocated pole costs).

%2 See id. at 5297 (1 131 n.399) (“Under the cable formula, each attacher, other than the pole
owner, pays about 7.4% of the annual cost of a pole.”).

15
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28. If Dominion collected—in addition to Verizon’s_

I ate—a properly calculated $6.85 new telecom rate from three of Verizon’s
competitors (because it is in an urbanized area), Dominion would have collected-
I
means—assuming that Dominion’s pole height reflects the Commission’s presumptive 37.5 foot
height**—that Dominion collected ||| G
I o attaching parties that occupy 30% of the usable space on

its pole (4 ft/ 13.5 ft = 0.30). If Dominion had instead collected the just and reasonable new
telecom rate from Verizon and its competitors, Dominion would have collected $27.40 per pole
($6.85 * 4 = $27.40). Dominion would then have collected a reasonable 30% of its net pole
costs ($27.40 / $92.64 = 0.296) from attaching parties that occupy 30% of the usable space on its
pole.

29. It appears that Dominion instead collected far more by misapplying the

Commission’s new telecom formula. Dominion informed Verizon that its 2014 new telecom rate

v I -  c='-c v-
B ¢ (s reasonable to conclude that Dominion charged Verizon’s
competitors at the ||| G <\ tc/ccom rate because its

Lead Joint Use Administrator stated that “there are virtually no remaining attachments used to

provide solely cable service” on its utility poles and that it only charges its cable rate where an

entity “provide[s] solely cable service.”** If, therefore, Dominion collected ||| EGTGN

47 C.F.R.§1.1418.
* Complaint Ex. 4 (Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013)).

%> Declaration of Michael Roberts {{ 3, 8 (Mar. 6, 2008), attached to Comments of Ameren
Services Company and Virginia Electric and Power Company, In the Matter of Implementation

16
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I -1 nole from Verizon for the 2014 rental year, and collected rent from
three additional attachers in its urbanized area at its inflated ||| | EGcKIENGTGNE
L T TR S —

attaching parties that occupy 30% of the usable space on its pole.

4. A Comparison Of The Joint Use Agreement Rates To The Pre-
Existing Telecom Rates Further Confirms Their Unreasonableness.

30. The Joint Use Agreement rates are also significantly higher than the properly
calculated pre-existing telecom rates that serve as a reference point where a Joint Use Agreement
provides a net material advantage to an incumbent telephone company. As detailed in Section D
below, I conclude that the Joint Use Agreement does not materially advantage Verizon over its
competitors, particularly on a net basis, making the new telecom rate the appropriate just and
reasonable rate in this case. But even if Verizon were materially advantaged over its
competitors, this comparison shows that the Joint Use Agreement rates are unjust and
unreasonably high.

31.  The following table includes a comparison of the properly calculated pre-existing
telecom rates to the Joint Use Agreement rates that VVerizon paid Dominion for the 2011 through

2014 rental years. This table shows that Verizon has paid rates since the effective date of the

Pole Attachment Order that are roughly ||| G -
pre-existing telecom rate. |GG

of Section 224 of the Act; Amendment of the Commission’s Rules and Policies Governing Pole
Attachments, WC Docket No. 07-245 (Mar. 7, 2008)

17
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2. These | - e overpaymens
nave imposet anuat [ :<or:bl

financial burdens on Verizon. Since the effective date of the Pole Attachment Order, VVerizon’s

payments over and above the pre-existing telecom rate have totaled on a cumulative basis over

33.  Asdiscussed in greater detail below, Verizon has received minimal, if any,

benefit in exchange for this considerable premium. This calculation thus exposes the
unreasonable burden that Dominion seeks to continue imposing on Verizon and the

excessiveness of the payments that Verizon has made to Dominion historically.

_
18
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34. In fact, as detailed below, the sole conceivable “benefit” provided to Verizon

I - ira 1 6. The

following table includes a comparison of the properly calculated new telecom rates increased by

this ||| - !u: to the Joint Use Agreement rates that

Verizon paid Dominion for the 2011 through 2014 rental years. |G-

35. Had Verizon paid these adjusted new telecom rentals, its gross rental payment to

Dominion would have been more thn

lower than the gross rentals that it has paid Dominion since the effective date of the Pole

Attachment Order: _

19
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C. The Joint Use Agreement Rates Reflect Dominion’s Superior Bargaining
Power.
36. It is my opinion that the unreasonably high Joint Use Agreement rates are the

result of Verizon’s insufficient bargaining power, which provided Dominion an opportunity to
leverage a financially superior result from the negotiations that led up to the 2011 Joint Use
Agreement.

37.  Areasonable benchmark for determining the negotiating power of each party is
the number of poles each party occupies in the parties’ overlapping serving area. Dominion has

consistently owned 65 percent of the poles, which is a significant ownership disparity. In 2006
(when negotiations for the Joint Use Agreement began), Dominion owned ||| Gz

I o e joint use poles and Verizon owned |G
I ° voices for the 2011 rental year (when the Joint Use Agreement
took effect) and the 2014 rental year show that Dominion owned ||| GGG
I ioint use poles and Verizon owned |GG
I

38. It is my opinion that this pole ownership disparity gave Dominion superior
bargaining power and that it exercised that bargaining power in order to secure a result in the
2011 Joint Use Agreement that forestalled Verizon’s efforts to make even incremental progress
toward a just and reasonable rate. | further conclude that the facts of this case confirm the FCC’s
finding that “[d]ue to the local monopoly in ownership or control of poles, the legislative record

indicated that some utilities had abused their superior bargaining position by demanding

8 Complaint Ex. B 1 13 (Mills Aff.).
4 Complaint Exs. 11 at 5, 11 (VzV Invoices), 12 at 3, 11 (VzS Invoices).
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exorbitant rental fees.”® The FCC’s statement applies fully here that “at least in some
circumstances, market forces and independent negotiations may not be alone sufficient to ensure
just and reasonable rates, terms and conditions for incumbent LECs pole attachments.”*

39. Five key findings support my conclusion. First, as presented above, Dominion
owns 65% of the joint use poles. This is the same percentage the Commission cited when it
concluded that “incumbent LECs often may not be in an equivalent bargaining position with
electric utilities in pole attachment negotiations in some cases.”*

40.  Second, as discussed in the Affidavit of Mr. Mills, during the negotiations for the
Joint Use Agreement, Verizon offered to purchase some of Dominion’s poles in order to increase
its ownership ratio and reduce its net rental payments. Dominion rejected the offer, claiming that
it does not sell its assets.”® The negotiations also were characterized by prolonged and
unnecessary delays by Dominion and the repeated introduction of proposals that Verizon had
previously identified as non-starters.>® In the end, the negotiations stretched on for over four
years, as Dominion resisted Verizon’s efforts to reduce its rental rate obligations.

41.  Third, the Joint Use Agreement evidences Dominion’s superior bargaining power
because it includes non-price terms and conditions that mirror the terms and conditions contained

in license agreements between Dominion and third party attachers, but imposes far higher rental

rates. The full measure of the bargaining power demonstrated by Dominion is not simply the

% |n the Matter of Amendment of Commission’s Rules and Policies Governing Pole Attachments;
Implementation of Section 703(e) of the Telecommunications Act of 1996, Consolidated Partial
Order on Reconsideration, 16 FCC Rcd 12103, 12116 (1 21) (2001).

> Pole Attachment Order, 26 FCC Rcd at 5327 (f 199).

2 |d. at 5329 ( 206) (noting that “electric utilities appear to own approximately 65-70 percent of
poles” today).

> Complaint Ex. B 1 17 (Mills Aff.).
> 1d. 1 16.
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comparable terms and conditions in the Joint Use Agreement, but the fact that Dominion was
able to pair licensee-type terms and conditions with rent levels comparable to the parties’ prior
joint use agreements. This is confirmed by a review of the Joint Use Agreement™ and
Dominion’s license agreement with Verizon’s affiliate.”®

42. For example, the Joint Use Agreement and license agreement contain the same or

materially comparable terms and conditions regarding ||| G

I I

mirroring of comparable terms and conditions without a comparable rental rate reflects an
arrangement that would not reasonably exist but for the exercise of superior bargaining power.
43. Fourth, the combination of rates for Dominion and Verizon in the Joint Use

Agreement show Dominion’s superior bargaining power, as Dominion reduced its rental rate so

tat it would ey [ - -

> Complaint Exs. 1, 2 (Joint Use Agreement).
% Complaint Ex. 3 (MCI License).
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though Dominion uses far more space on the joint use poles. Dominion is aIIocated-

I 5= vich,when e ot 9
inches of safety space,” provides Dominion ||| G
e VR QU —

I on the joint use pole,”® and uses less space than allocated.®” Dominion, however,

rays

44, Fifth, the combination of rates in the Joint Use Agreement confirms that market

forces and independent negotiations were not alone sufficient to ensure just and reasonable rental
rates for Verizon. After over four years of negotiations, Dominion insisted on rental rates that

denied Verizon a net financial benefit from the new Joint Use Agreement.

s I

- 0000000000000_]

* I
% In the Matter of Amendment of Commission’s Rules and Policies Governing Pole Attachments;
Implementation of Section 703(e) of the Telecommunications Act of 1996, Consolidated Partial
Order on Reconsideration, 16 FCC Rcd 12103, 12130 (1 51) (2001) (“the 40-inch safety space
... is usable and used by the electric utility”); see also In the Matter of Amendment of Rules and
Policies Governing Pole Attachments, Report and Order, 15 FCC Rcd 6453, 6467-68 (11 21-22)
(2000).

>

%" Complaint Ex. B 1 19 (Mills Aff.).
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I Dominion agreed to reduce Verizon’s rental rate only if its own rental rate was

reduced far more. The following table shows the rates applicable to Verizon Virginia and

Dominion before and after the January 1, 2011 effective date of the Joint Use Agreement:

46.  The following table shows the rates applicable to Verizon South and Dominion
before and after the January 1, 2011 effective date of the Joint Use Agreement. Under the prior
agreement, Verizon paid Dominion $30 for each pole representing the difference between the

number of poles owned by Verizon and the number of poles owned by Dominion.®® This rental

arrangement gave Dominion an effective rate of $30 per pole, which 1 use in this table: [

%8 1d. 99 11, 21.
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47. By reducing the rental rate paid to Verizon, Dominion was able to deny Verizon a
net material financial benefit. One way to measure the impact on Verizon is by considering
Verizon’s net rental rate per net pole before and after the Joint Use Agreement took effect.
Verizon’s net rental rate per net pole is the ratio of 1) Verizon’s net payment, meaning the
difference between Verizon’s gross rent due to Dominion and Dominion’s gross rent due to
Verizon and 2) the number of net poles, meaning the difference between the number of
Dominion poles with Verizon attachments and the number of Verizon poles with Dominion

attachments. The following table shows the calculation of Verizon’s net payment to Dominion

for the 2010 through 2014 rental years:* ||| GG

I 1 following table shows the calculation of the net poles for the 2010

through 2014 rental years:" ||| G-

% The numbers in this table were drawn from Dominion’s invoices to Verizon Virginia and
Verizon South. See Complaint Exhibits 11 (VzV Invoices), 12 (VzS Invoices).

" The numbers in this table were drawn from Dominion’s invoices to Verizon Virginia and
Verizon South and from company records. See Complaint Exhibits 11 (VzV Invoices), 12 (VzS
Invoices).
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I 1 following table shows the calculation of Verizon’s net payment per net

pole for the 2010 through 2014 rental years

48.  This table shows that from 2010 to 2014, Verizon’s net rental rate per net pole

pi by Verizon I I

D. The Joint Use Agreement Does Not Provide Verizon Any Substantive Value
Relative To Dominion’s Licensees That Justifies A Rental Rate Disparity.

49, It is my conclusion that Dominion does not provide Verizon any unique

competitive advantage under the Joint Use Agreement that warrants the rate disparity between

" I
" I
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the Joint Use Agreement rates and the new telecom rates, or justifies continuing that disparity
going forward. As noted above, see paragraphs 41-42, the Joint Use Agreement includes non-
price terms and conditions that mirror the non-price terms and conditions contained in
Dominion’s license agreements. And, as noted below, see paragraphs 88-90, the Joint Use
Agreement imposes costs on Verizon for pole access that are not shared by its competitors.

50. Dominion has claimed that a rate disparity is nonetheless warranted. | do not
agree. | will first review the value, if any, associated with the seven alleged benefits that
Dominion has claimed are sufficient to justify a rate disparity.” | will then review the benefits
alleged by the power company in the Verizon Florida proceeding that the Enforcement Bureau
asked for analysis about, because they were referenced in letters sent by the Enforcement Bureau
in other Pole Attachment Complaint proceedings.”* My conclusion is that Verizon is not
provided a net material advantage over its competitors.

51. My review is based on the best information available to Verizon, including the
draft license agreement provided by Dominion, see Complaint Ex. 4, the license agreement that
Dominion entered with Verizon’s competitive local exchange carrier (“CLEC”) affiliate, see
Complaint Ex. 3, and the Affidavits and other evidence attached to this Pole Attachment
Complaint.

52.  The terms of the draft license agreement are to a limited degree relevant to an

analysis of competitive neutrality. A draft agreement, by definition, contains a party’s starting

3 Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).

" See Verizon Florida LLC v. Florida Power and Light Company, Memorandum Opinion and
Order, 30 FCC Rcd 1140 (EB 2015) (“Verizon Florida”); see also Letter to Counsel, Frontier
Commc’ns of the Carolinas LLC v. Duke Energy Progress, Inc., 2015 WL 629032 (EB Feb. 12,
2015); Letter to Counsel, Frontier Commc’ns of the Carolinas LLC v. Duke Energy Carolinas,
LLC, 2015 WL 629033 (EB Feb. 12, 2015); Letter to Counsel, Commonwealth Tel. Co. LLC v.
Metro. Edison Co., 2015 WL 629034 (EB Feb. 12, 2015).
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point in negotiations, and is therefore not evidence of the actual negotiated terms adopted by the
contracting parties. The draft license agreement remains relevant to the analysis, however,
because the terms of the agreement provide an upper bound on any analysis by evidencing the
terms and conditions that Dominion considers most favorable.

1. Dominion Has Not Identified A Net Material Advantage.

(@) Notification of Subsequent Attachments to a Joint Use Pole

53.  Dominion claims that Verizon is advantaged because ||| GGG

~ ‘
~

54, Dominion has therefore identified a difference in process or procedure, but simply
that—a difference. The difference does not confer any differential cost or benefit on Verizon
relative to its competitors. | therefore have assigned a zero financial value to this alleged benefit.

(b) Unauthorized Attachment Fees

55.  Dominion claims that Verizon is advantaged because ||| GGG

> Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
’® Complaint Ex. C { 7 (Affidavit of Jonathan R. Hansen (July 31, 2015) (“Hansen Aff.”)).

'8 Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
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Dominion has thus identified a difference in how it treats unreported attachments, but that

difference does not provide value to Verizon.

Ul
o

n
i

8 pole Attachment Order, 26 FCC Rcd at 5291 (1 115).
81 Complaint Ex. B { 14 (Mills Aff.).
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[ee)
N

8 Complaint Ex. B { 14 (Mills Aff.).
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I | assion a zero financial value to this alleged benefit.

(©) Per-Pole Rental Rates

61.  Dominion’s argument that Verizon ||| G

8 Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).

o)
(&3]
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| assign a zero financial value to this
alleged benefit.

(d)  Pre And Post Attachment Engineering And Administrative
Labor

63. Dominion argues that Verizon’s competitors

88

64. As detailed in the Affidavit of Mr. Hansen, VVerizon

% \erizon is

8 47 U.S.C. § 224(e)(2).

87 Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
8

8 Complaint Ex. C { 8 (Hansen Aff.).
90
Id.
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therefore comparably situated with its competitors. ||| G

I o this reason, | assign a zero financial value to this alleged benefit.

(e) Late Payment Surcharges

65, Dominion caims that Verizon I

value to this alleged benefit.

() Surety Bond

%L Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).
% Complaint Ex. B { 8 (Mills Aff.).
% Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).

.
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I s trivial amount does not rise to the level of a “material” advantage.

% Complaint Ex. B 13 (Mills Aff.).

w
IS



PUBLIC VERSION

(9) Escrow Deposit

70.  Finally, Dominion argues that Verizon ||| G

| therefore assign a zero financial value to this
alleged benefit.

2. The Advantages Alleged In The Verizon Florida Complaint
Proceeding Have No Value That Could Justify A Rate Disparity.

(@) Permitting New Attachments

72.  The power company in Verizon Florida alleged that the incumbent telephone
company is “not required to file a permit application, pay an initial fee, or wait for approval from

[the power company] before attaching.”*® These topics do not advantage Verizon here.

s

% Complaint Ex. 17 at 2 (Letter from A. Hahn, Dominion, to S. Mills, Verizon (Feb. 20, 2014)).

* I

100 30 FCC Red at 1148 (1 21).
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103

75.  Additionally, these activities are operational differences that occur, if ever, when
an attaching party is making attachments to new poles. This occurs far more frequently when a
party is building its network than when it is making marginal additions to an established
network. As discussed in the Affidavits of Mr. Mills and Mr. Hansen, Verizon’s presence on
Dominion’s poles has remained relatively constant in recent years as Verizon’s network is
mature and requires few attachments to new joint use poles.'®*

76. For all these reasons, | assign a zero financial value to this topic.

192 Complaint Ex. C | 8 (Hansen Aff.).
193 1d. 99 4, 7, 8.
104 Complaint Exs. B ] 14 (Mills Aff.), C | 12 (Hansen Aff.).
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(b) Post-Installation Inspections

77.  Verizon is not advantaged with respect to post-installation inspections and
inspection fees. These alleged benefits involve non-recurring activities that may apply when an
attachment to a new pole is made, something that VVerizon does rarely in its overlapping service
area with Dominion.

78.

79.  The costs for post-installation inspections should also be comparable between

Verizon and it competitors. [

B | assion a zero financial value to this topic.
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(©) Location Of Facilities On Dominion’s Poles

80.  The Affidavit of Mr. Hansen details the increased risks and costs associated with
Verizon’s position as the lowest attacher on Dominion’s poles. These costs relate to Verizon’s
increased exposure to damage from oversized vehicles, vandalism, and others working on the
pole and increased pole transfer costs.’®® I have not made an effort to quantify these increased
costs, because it is apparent that they far exceed any measurable savings associated with access
to the lowest position on the pole. Moreover, the maintenance of standard construction practices,
which locate Verizon at the bottom of the pole, operates to the benefit of all attaching entities by
facilitating identification of facilities and eliminating the crossing of cables mid-span.® Asa
result, I assign a zero financial value to this topic.

(d) Pole Height

81. When judging competitive neutrality, the inquiry must compare the height of
poles required to service Dominion’s and Verizon’s competitors’ customers to the height of
poles required to service Dominion’s and Verizon’s customers. Because the same additional
space for communications equipment and safety is required irrespective of whether Dominion
shares a pole with Verizon or with one of Verizon’s competitors,'*° pole height is not a
competitive difference between Verizon and its competitors.

82. Moreover, Verizon has already paid Dominion for any additional costs associated

with the height and strength of Dominion’s poles. The rates that result from the Commission’s

198 Complaint Ex. C 1 19 (Hansen Aff.).
1%4. 1 16.
1014, 19 14-15.
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new telecom and cable formulas are fully compensatory rates.'* Verizon has paid a rate far

nighe. See supra 11 25, 27. |
™ I

assign a zero financial value to this topic.

(e) Pole Replacements

83.  The mere existence of a legal right to refuse to replace poles in order to

accommodate Verizon’s competitors is not relevant because ||| G
I

84. Moreover, the mere existence of a right that is not exercised does not create a

competitive advantage. It does not make economic sense for Dominion to refuse to install

replacement poles that have more capacity. ||| G
I I,

This means that if Dominion agrees to increase capacity, it obtains ownership of a taller,

stronge, and newer polc

I \erizon is not provided a benefit relative to a licensee.

111 See Pole Attachment Order, 26 FCC Rcd at 5321 (] 183) (“the new telecom rate, and the
cable rate each are fully compensatory to utilities”).
112

113

114

115
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U] Insurance And Indemnification

3. The JointUse Agreemen: [

I herc s therefore no competitive difference between Verizon

and its competitors.

(9) Make-Ready Costs

87.  The Joint Use Agreement and license agreements ||| GG
I * ' s erefre o copetive

difference between Verizon and its competitors.

3. The Joint Use Agreement Imposes Costs On Verizon For Pole Access
That Its Competitors Do Not Share.

88. The preceding discussion focused on the potential for Verizon to receive some

incremental benefit through the terms and conditions of the Joint Use Agreement. However, any

_
-
_
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analysis of competitive neutrality must consider both burdens and benefits associated with the
use of Dominion’s poles. As the Commission explained, “[a] failure to weigh, and account for,

the different rights and responsibilities in joint use agreements could lead to marketplace

distortions.”*?°

89.  The FCC has recognized that “incumbent LECs still own many poles today.”**
This is a significant difference between Verizon and its competitors. Verizon’s competitors
attach to Dominion’s poles without shouldering the costs of pole ownership. Verizon thus bears
unique and considerable costs to build and maintain a pole network in order to share utility poles
with Dominion. Some of these costs—required for Verizon to obtain access to Dominion’s
poles—are detailed in the Affidavit of Mr. Hansen. Others have been acknowledged in
Dominion’s filings.'??

90. Also, unlike licensees, Verizon must provide Dominion every alleged
“advantage” that Dominion provides Verizon. Where that alleged “advantage” is not tied to the
number of poles to which a party is attached, the cost of any “advantage” to Verizon of providing
the alleged benefit is directly offset by the cost of the “disadvantage” to Verizon for not
receiving the reciprocal benefit from Dominion. The offset eliminates any net advantage to
Verizon as compared to its competitors. Where the “advantage” is tied to the number of poles to

which a party is attached, the cost of the “advantage” associated with Verizon’s use of

Dominion’s poles (65% of the joint use poles) must still be reduced to account for the cost of the

120 pole Attachment Order, 26 FCC Rcd at 5335 (1 216 n.654), quoted at Verizon Florida, 30
FCC Rcd at 1143 (1 8) (emphasis added).

121 Id

122 gee, e.g., Declaration of Michael Roberts § 7 (Apr. 18, 2008), attached to Reply Comments of
Ameren Services Company and Virginia Electric and Power Company, In the Matter of
Implementation of Section 224 of the Act; Amendment of the Commission’s Rules and Policies
Governing Pole Attachments, WC Docket No. 07-245 (Apr. 22, 2008).
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“disadvantage” to Verizon for not receiving the reciprocal benefit for Dominion’s use of
Verizon’s poles (35% of the joint use poles).

E. Verizon’s Rates Under The Parties’ Prior Agreements Far Overcompensated
Dominion For Any Alleged Unique Benefits.

91. Because this dispute involves a “new agreement” that took effect a few months
prior to the effective date of the Pole Attachment Order, the rate analysis should depend on the
comparability of the terms and conditions in the Joint Use Agreement, rather than on any past
value associated with the terms and conditions of the parties’ prior agreements. | have
nonetheless considered whether the rates that Verizon paid under the prior agreements
compensated Dominion for the “monetary value” of any “benefits under [those agreements] that
were not available to other attachers.”*? It is my opinion that Verizon significantly
overcompensated Dominion for the terms and conditions in the prior agreements.

92. Dominion’s prior agreement with Verizon South was entered in 1978 and
modified in 1985,"%* and Dominion’s prior agreement with Verizon Virginia was entered in
1992, amended in 2002, and was the subject of settlement agreements entered in 2002 and
2006.'% Verizon’s rates under these prior agreements were far higher than the pre-existing
telecom rates that then applied to CLECs. For the 2010 rental year, for example, the properly

calculated pre-existing telecom rate was $9.56 per pole. For that same rental year, Verizon

123 \/erizon Florida, 30 FCC Rcd at 1149-51 (11 24, 26).

124 See Complaint Exs. 7 (General Joint Use Agreement between Dominion and Continental
Telephone Company of Virginia (Jan. 1, 1978) (“Contel JUA”)), 8 (Modification No. 1 to
Appendix Number 1 to General Joint Use Agreement Dated 1-1-78 Between Dominion and
Continental Telephone Company of Virginia (Dec. 23, 1985)), 9 (Settlement Agreement and
Mutual Release Between Verizon South and Dominion (Dec. 31, 2002)), 10 (Agreement
Between Verizon South and Dominion (June 7, 2006)).

125 5ee Complaint Exs. 5 (General Joint Use Agreement Between Dominion and the Chesapeake
and Potomac Telephone Company of Virginia (Jan. 1, 1992) (“C&P JUA”)), 6 (Amendment to
Joint Use Agreement Between Verizon Virginia and Dominion (Nov. 1, 2002)).
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virginia paid a ||| o< 0ol rate and Verizon South

paid a $30.00 per pole rate."”® For 2010 rent, therefore, Verizon Virginia paid [}

and Verizon

South paid $20.44 more per pole ($30.00 - $9.56 = $20.44), than the rate applicable to their
competitors.

93. Verizon’s unreasonably high rental rates under the prior agreements paid several
times over for any unique “benefits” that Dominion could reasonably claim to have provided
under the prior agreements. For essentially the same reasons detailed above in Sections D(1) and

D(2), any alleged “benefits” either do not exist or have minimal value under the prior

agreements. For example, Verizon was then also responsible for ||| G

126 Complaint Ex. B 1 11, 21 (Mills Aff.).
127
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94. In other words, the prior agreements—ijust like the Joint Use Agreement—
combined terms and conditions that are comparable to a license agreement with far higher rental
rates. The prior agreements also required Verizon to pay far more for pole access. Verizon was
then just as responsible for the costs of pole ownership and the provision of reciprocal “benefits”
as it is under the Joint Use Agreement. See Section D(3).

95. It is therefore my conclusion that Verizon was comparable to its competitors
under the prior agreements, but paid far higher rental rates for decades before the Pole
Attachment Order took effect. Verizon’s vast overpayments more than compensated Dominion
for the “monetary value” of any “alleged” benefits VVerizon could have received under those
132

agreements.

F. The New Telecom Rate Is A Just And Reasonable Rate For Verizon’s
Attachments To Dominion’s Poles.

96.  The just and reasonable rate for an incumbent telephone company under a joint
use agreement should be the rate that may be charged Verizon’s competitors if it attaches on

comparable terms and conditions. As detailed above, the only identified “advantage” that has

any conceivable vlue i [
I i rvil chrge does

not amount to a “material” difference that justifies charging Verizon a higher rental rate. This is
particularly so because the proper analysis must consider several potential and actual unique
burdens that VVerizon bears in the joint use relationship that I did not value in my analysis.

97.  The following table shows that even conservative estimates of the alleged
advantages provided to Verizon do not rationalize or justify more than a fraction of the

differential in the rate Dominion seeks to continue imposing on Verizon compared to the just and

132 ee Verizon Florida, 30 FCC Red at 1149-51 (11 24, 26).
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reasonable rate paid by Verizon’s competitors. The value of the alleged benefits is so low that

Verizon is, in my opinion, comparably situated to its competitors and should receive the same

98. This quantification demonstrates that any alleged benefit that VVerizon derives

from the different terms and conditions of joint use relative to a license agreement account for

about || of thc burden imposed on Verizon by

Dominion.***

99. My analysis also shows that Dominion has required Verizon to pay an annual

premium of roughly ||| o:' ro'c per year above the

new telecom rates applicable to Verizon’s CLEC competitors. Since the effective date of the
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Pole Attachment Order, Verizon’s overpayments have totaled roughly || GGG
I (sc: the analysis presented in paragraphs 25-26 above).

100. Looking forward, absent substantive relief from the demanded rate and the
establishment of a just and reasonable rate, Verizon will continue to pay roughly-
_ per pole per year more than any value associated with
the joint use terms and conditions. The Commission should consider this value estimate as
conservative, as my analysis focuses primarily on quantifying the potential benefits conferred to
Verizon even though Verizon also has offsetting burdens and obligations that licensees do not
incur.

101. My analysis also demonstrates the validity of the Commission’s assertion that the
rate resulting from its prior telecom formula provides an upper bound on the rate that is just and
reasonable for an incumbent telephone company that attaches on materially advantageous terms
to its competitors. Since the effective date of the Pole Attachment Order, the new telecom rates

3,% and the pre-existing telecom rates have averaged $10.20.** The value

have averaged $6.7
of any alleged advantages in this case is far smaller than the $3.47 difference between these two
average rates.”™®” Verizon has nonetheless been required to pay far more. Its rental rates have
averaged ||| G sic: the effective date of the Pole

Attachment Order.™*® There is no legitimate economic reason to continue this competitive

disparity.

135 ($5.87 + $7.15 + $7.05 + $6.85) / 4 = $6.73.
136 ($8.89 + $10.83 + $10.68 + $10.38) / 4 = $10.20.
137$10.20 - $6.73 = $3.47.

~ I
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WS oo

Mark S. Calnon, Ph.D.

Sworn to before me on
this 31st day of July, 2015

ary Public

Commonwealth of Pennsylvania

NOTARIAL SEAL
Jonathan W Wood, Notary Public
Chalfont Borough, Bucks County
My Commission Expires March 15, 2016
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Exhibit C-1 (page 1 of 2)

Rate Development for 2011 Using 2009 Cost Data

I. Net Investment per Distribution Pole

Line # Description 2009 Value Source
1 Total Distribution Plant S 7,531,601,443 FERC Form 1- Line 75, Col (g), p.207
2 Accumulated Depreciation - Distribution S 2,935,401,937 FERC Form 1- Line 26, Col. (c), p. 219
3 Accumulated Depr / Total Plant - Dist Plant 38.97% [2]/[1]
4 Gross Pole Investment S 631,005,419 FERC Form 1- Line 64, Col (g), p. 207
5 Depreciation Reserve S 245,931,034 [3] * [4]
6 Net Pole Plant S 385,074,385 [4] - [5]
7 Net Deferred Taxes allocated to distribution S 66,811,830 [A5] *[6] /[B3]
8 Net Plant less Deferred taxes S 318,262,555 [6]-[7]
9 Crossarm Allowance 15% FCC default
10 Net Plant less Crossarm Allowance S 270,523,171 [6] *[1-[7]]
11 Number of Distribution Poles 977,512 Dominion
12 Net Investment per Distribution Pole S 276.75 [10] / [11]
Il. Capital Carrying Charge Rate
Line # Description Value Source
13 Depreciation Rate for Poles 3.45% provided by Company
14 Depreciation Expense Rate 6.84% [13] *[4] / [8]
15 Total General and Administrative S 472,318,629 FERC Form 1 - Line 197, Col (b) p. 323
16 Administrative and General Rate 4.53% [16] / {[B3] - [A5]}
17 Maintenance of Overhead Lines S 76,817,467 FERC Form 1 - Line 149, Col (b), p. 322
18 Gross Pole Investment S 631,005,419 [4]
19 Overhead Conductor Investment S 942,825,318 FERC Form 1 - Line 65, Col (g), p. 207
20 Services Investment S 1,126,203,984 FERC Form 1- Line 69, Col (g), p. 207
21 Total Overhead Accounts S 2,700,034,721 [18] +[19] + [20]
22 Accumulated Depreciation - Overhhead Accounts S 1,052,324,291 [21] *[3]
23 Operation and Maintenance Rate 5.57% [171/{{[21]-[22]}-[A5]*[20])/[B1]}
24 Operating Taxes S 307,957,913 [C7]
25 Tax Rate 2.96% [C7] /{[B3] - [A5]}
26 Cost of Capital 8.77% Va. SCC Orders
27 Total Capital Carrying Charge Rate 28.67% [14] + [16] + [23] +[25] + [26]
11l. Net Cost of a Bare Pole, Space Factor and Rate Calculations
Line # Description Value Source
28 Net Cost of Bare Pole S 79.36 [12] *[ 27]
29 Urban Service Area Allocation 0.66 FCC Default
30 Net Cost of Bare Pole - Urban S 52.37 [28] *[29]
31 Space Occupied by Attachment (ft.) 1 FCC default
32 Usable Share Factor 0.667 FCC default
33 Total Unusable Space (ft.) 24 FCC default
34 Average pole Height 37.5 FCCdefault
35 Total Usable Space 13.5 [48]-[43]
36 Number of Attaching Entities 5 FCC urban default
37 Space Factor 0.1120 {[31] +[32] *[33] / [36]}/ [34]}
38 New Telecommunications Formula S 5.87 [30] *[37]
39 Prior Telecommunications Formula S 8.89 [40] * [37]




PUBLIC VERSION

Exhibit C-1 (page 2 of 2)

Rate Development for 2011 Using 2009 Cost Data

Line # Description Value - 2009 Source
Al Deferred Operating Income Taxes - Debit S 1,387,488,786 FERC Form 1-Line 82, Col (c), P. 111
A2 FERC Form 1- Line 62, col ( ¢), p. 113
A3 FERC Form 1 - Line 63, col ( ¢), p. 113
Ad Deferred Op Income taxes (281-283) $ 3,573,890,770 FERC Form 1- Line 64, col ( c), p. 113
A5 Net Deferred Operating Taxes S 2,186,401,984 A2+A3+A4-Al
B1 Total Plantin Service S 21,929,076,225 FERC Form 1- Line 8, Col (b) p. 200
B2 Accumulated Depreciation S 9,327,604,398 FERC Form 1 - Line 22, Col (b) p. 200
B3 Net Plant in Service S 12,601,471,827 B1-B2
C1 Taxes - Acct 408.1 S 187,980,794 FERC Form 1- Line 14, Col (c), p. 114
C2 Taxes - Acct 409.1 Fed S 466,267,004 FERC Form 1- Line 15, Col (c), p. 114
Cc3 Taxes - Acct 409.1 Other S 84,840,277 FERC Form 1- Line 16, Col (c), p. 114
c4 Taxes - Acct 410.1 S 1,011,762,080 FERC Form 1- Line 17, Col (c), p. 114
C5 Taxes - Acct 411.1 S 1,441,726,836 FERC Form 1- Line 18, Col (c), p. 114
C6 Taxes - Acct 411.4 S (1,165,406) FERC Form 1- Line 19, Col (c), p. 114
c7 Total Taxes S 307,957,913 C1+C2+C3+C4-C5-C6
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Exhibit C-2 (page 1 of 2)

Rate Development for 2012 Using 2010 Cost Data

1. Net Investment per Distribution Pole

Description

2010 Value Source

Total Distribution Plant

Accumulated Depreciation - Distribution

S 7,853,882,422
S 3,110,239,350

FERC Form 1 - Line 75, Col (g), p.207
FERC Form 1 - Line 26, Col. (c), p. 219

3 Accumulated Depr / Total Plant - Dist Plant 39.60% [2] / [1]
4 Gross Pole Investment S 663,249,221 FERC Form 1- Line 64, Col (g), p. 207
5 Depreciation Reserve S 262,655,298 [3] * [4]
6 Net Pole Plant s$ 400,593,923 [4] - [5]
7 Net Deferred Taxes allocated to distribution S 84,584,720 [A5] *[6] /[B3]
8 Net Plant less Deferred taxes S 316,009,204 [6] - [7]
9 Crossarm Allowance 15% FCC default
10 Net Plant less Crossarm Allowance S 268,607,823 [6] *[1-[7]]
11 Number of Distribution Poles 978,774 Dominion
12 Net Investment per Distribution Pole S 274.43 [10]/[11]
Il. Capital Carrying Charge Rate
Line # Description Value Source
13 Depreciation Rate for Poles 3.45% provided by Company
14 Depreciation Expense Rate 7.24% [13] * [4] / [8]
15 Total General and Administrative S 653,388,600 FERC Form 1- Line 197, Col (b) p. 323
16 Administrative and General Rate 6.17% [16] / {[B3] - [A5]}
17 Maintenance of Overhead Lines S 83,955,367 FERC Form 1 - Line 149, Col (b), p. 322
18 Gross Pole Investment S 663,249,221 [4]
19 Overhead Conductor Investment S 1,005,745,733 FERC Form 1- Line 65, Col (g), p. 207
20 Services Investment S 1,168,856,575 FERC Form 1- Line 69, Col (g), p. 207
21 Total Overhead Accounts S 2,837,851,529 [18] + [19] + [20]
22 Accumulated Depreciation - Overhhead Accounts S 1,123,826,029 [21] * [3]
23 Operation and Maintenance Rate 6.14% [171/{{[21]-[22]}-[A5]*[20])/[B1]}
24 Operating Taxes S 731,498,174 [C7]
25 Tax Rate 6.91% [C7] / {[B3] - [A5]}
26 Cost of Capital 8.77% Va. SCC Orders
27 Total Capital Carrying Charge Rate 35.24% [14] + [16] + [23] +[25] + [26]
11l. Net Cost of a Bare Pole, Space Factor and Rate Calculations
Line # Description Value Source
28 Net Cost of Bare Pole S 96.70 [12] *[ 27]
29 Urban Service Area Allocation 0.66 FCC Default
30 Net Cost of Bare Pole - Urban S 63.82 [28] *[29]
31 Space Occupied by Attachment (ft.) 1 FCC default
32 Usable Share Factor 0.667 FCC default
33 Total Unusable Space (ft.) 24 FCC default
34 Average pole Height 37.5 FCCdefault
35 Total Usable Space 13.5 [48]-[43]
36 Number of Attaching Entities 5 FCC urban default
37 Space Factor 0.1120 {[31] +[32] *[33] / [36]}/ [34]}
38 New Telecommunications Formula S 7.15 [30] * [37]
39 Prior Telecommunications Formula S 10.83 [40] * [37]
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Exhibit C-2 (page 2 of 2)

Rate Development for 2012 Using 2010 Cost Data

Description

Deferred Operating Income Taxes - Debit

Deferred Op Income taxes (281-283)
Net Deferred Operating Taxes

Total Plant in Service
Accumulated Depreciation

Net Plantin Service

Taxes - Acct 408.1
Taxes - Acct 409.1 Fed
Taxes - Acct 409.1 Other

Taxes - Acct 410.1
Taxes - Acct 411.1
Taxes - Acct 411.4

Total Taxes

$

wn

v n n n

Value - 2010 Source

1,430,373,015 FERC Form 1- Line 82, Col (c), P. 111
FERC Form 1- Line 62, col ( c), p. 113
FERC Form 1- Line 63, col ( c), p. 113
4,263,732,065 FERC Form 1- Line 64, col ( c), p. 113
2,833,359,050 A2+A3+A4-Al

23,140,772,213 FERC Form 1- Line &, Col (b) p. 200
9,721,960,597 FERC Form 1- Line 22, Col (b) p. 200
13,418,811,616 B1-B2

219,061,246 FERC Form 1- Line 14, Col (c), p. 114
(117,363,727) FERC Form 1- Line 15, Col (c), p. 114
1,787,453 FERC Form 1- Line 16, Col (c), p. 114

2,446,790,798 FERC Form 1- Line 17, Col (c), p. 114

1,817,729,353 FERC Form 1- Line 18, Col (c), p. 114

(1,048,243) FERC Form 1- Line 19, Col (c), p. 114
731,498,174 C1+C2+C3+C4-C5-C6
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Exhibit C-3 (page 1 of 2)

Rate Development for 2013 Using 2011 Cost Data

I. Net Investment per Distribution Pole

Description

2011 Value Source

Total Distribution Plant

Accumulated Depreciation - Distribution

$ 8,201,744,181 FERC Form 1- Line 75, Col (g), p.207
$ 3,281,893,484 FERC Form 1 - Line 26, Col. (c), p. 219

3 Accumulated Depr / Total Plant - Dist Plant 40.01% [2] / [1]
4 Gross Pole Investment S 698,579,580 FERC Form 1- Line 64, Col (g), p. 207
5 Depreciation Reserve S 279,533,685 [3] * [4]
6 Net Pole Plant s$ 419,045,895 [4] - [5]
7 Net Deferred Taxes allocated to distribution S 92,868,363 [A5] *[6] / [B3]
8 Net Plant less Deferred taxes S 326,177,533 [6] - [7]
9 Crossarm Allowance 15% FCC default
10 Net Plant less Crossarm Allowance S 277,250,903 [6] *[1-[7]]
11 Number of Distribution Poles 980,181 Dominion
12 Net Investment per Distribution Pole S 282.86 [10]/[11]
Il. Capital Carrying Charge Rate
Line # Description Value Source
13 Depreciation Rate for Poles 3.33% provided by Company
14 Depreciation Expense Rate 7.13% [13] * [4] / [8]
15 Total General and Administrative S 416,085,673 FERC Form 1- Line 197, Col (b) p. 323
16 Administrative and General Rate 3.55% [16] / {[B3] - [A5]}
17 Maintenance of Overhead Lines S 118,678,941 FERC Form 1- Line 149, Col (b), p. 322
18 Gross Pole Investment S 698,579,580 [4]
19 Overhead Conductor Investment S 1,080,745,092 FERC Form 1- Line 65, Col (g), p. 207
20 Services Investment S 1,210,237,868 FERC Form 1- Line 69, Col (g), p. 207
21 Total Overhead Accounts S 2,989,562,540 [18] + [19] + [20]
22 Accumulated Depreciation - Overhhead Accounts S 1,196,260,893 [21] * [3]
23 Operation and Maintenance Rate 8.48% [171/{{[21]-[22]}-[A5]*[20])/[B1]}
24 Operating Taxes S 740,759,018 [C7]
25  Tax Rate 6.33% [C7] /{[B3] - [A5]}
26 Cost of Capital 8.23% Va. SCC Orders
27 Total Capital Carrying Charge Rate 33.72% [14] + [16] + [23] +[25] + [26]
11l. Net Cost of a Bare Pole, Space Factor and Rate Calculations
Line # Description Value Source
28 Net Cost of Bare Pole S 95.37 [12] *[27]
29 Urban Service Area Allocation 0.66 FCC Default
30 Net Cost of Bare Pole - Urban S 62.95 [28] *[29]
31 Space Occupied by Attachment (ft.) 1 FCC default
32 Usable Share Factor 0.667 FCC default
33 Total Unusable Space (ft.) 24 FCC default
34 Average pole Height 37.5 FCC default
35 Total Usable Space 13.5 [48]-[43]
36 Number of Attaching Entities 5 FCC Urban default
37 Space Factor 0.1120 {[31] +[32] *[33] / [36]}/ [34]}
38 New Telecommunications Formula S 7.05 [30] *[37]
39 Prior Telecommunications Formula S 10.68 [40] * [37]
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Exhibit C-3 (page 2 of 2)

Rate Development for 2013 Using 2011 Cost Data

Description

Deferred Operating Income Taxes - Debit

Deferred Op Income taxes (281-283)
Net Deferred Operating Taxes

Total Plant in Service
Accumulated Depreciation

Net Plantin Service

Taxes - Acct 408.1
Taxes - Acct 409.1 Fed
Taxes - Acct 409.1 Other

Taxes - Acct 410.1
Taxes - Acct 411.1
Taxes - Acct 411.4

Total Taxes

$

wn

v n n n

Value - 2011 Source

1,542,243,124 FERC Form 1- Line 82, Col (c), P. 111
FERC Form 1- Line 62, col ( c), p. 113
FERC Form 1- Line 63, col ( c), p. 113
4,876,106,844 FERC Form 1- Line 64, col ( c), p. 113
3,333,863,720 A2+A3+A4-Al

25,351,760,603 FERC Form 1- Line 8, Col (b) p. 200
10,308,511,555 FERC Form 1 - Line 22, Col (b) p. 200
15,043,249,048 B1- B2

218,863,031 FERC Form 1- Line 14, Col (c), p. 114
(28,011,801) FERC Form 1- Line 15, Col (c), p. 114
78,320,916 FERC Form 1- Line 16, Col (c), p. 114

1,674,332,709 FERC Form 1- Line 17, Col (c), p. 114

1,201,512,270 FERC Form 1- Line 18, Col (c), p. 114

(1,233,567) FERC Form 1- Line 19, Col (c), p. 114
740,759,018 C1+C2+C3+C4-C5-C6
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Exhibit C-4 (page 1 of 2)

Rate Development for 2014 Using 2012 Cost Data

I. Net Investment per Distribution Pole

Line # Description 2012 Value Source
1 Total Distribution Plant S 8,650,089,494 FERC Form 1- Line 75, Col (g), p.207
2 Accumulated Depreciation - Distribution S 3,454,648,084 FERC Form 1- Line 26, Col. (c), p. 219
3 Accumulated Depr / Total Plant - Dist Plant 39.94% [2] / [1]
4 Gross Pole Investment S 736,896,451 FERC Form 1- Line 64, Col (g), p. 207
5 Depreciation Reserve S 294,299,604 [3] * [4]
6 Net Pole Plant S 442,596,847 [4] - [5]
7 Net Deferred Taxes allocated to distribution S 96,320,140 [A5] * [6] / [B3]
8 Net Plant less Deferred taxes S 346,276,707 [6]-[7]
9 Crossarm Allowance 15% FCC default
10 Net Plant less Crossarm Allowance S 294,335,201 [6] *[1-[7]]
11 Number of Distribution Poles 981,604 Dominion
12 Net Investment per Distribution Pole S 299.85 [10] /[11]
Il. Capital Carrying Charge Rate
Line # Description Value Source
13 Depreciation Rate for Poles 3.33% provided by Company
14 Depreciation Expense Rate 7.09% [13] * [4] / [8]
15 Total General and Administrative S 341,153,911 FERC Form 1- Line 197, Col (b) p. 323
16 Administrative and General Rate 2.50% [16] / {[B3] - [A5]}
17 Maintenance of Overhead Lines S 99,274,650 FERC Form 1 - Line 149, Col (b), p. 322
18 Gross Pole Investment S 736,896,451 [4]
19 Overhead Conductor Investment S 1,154,738,411 FERC Form 1- Line 65, Col (g), p. 207
20 Services Investment S 1,258,368,500 FERC Form 1- Line 69, Col (g), p. 207
21 Total Overhead Accounts S 3,150,003,362 [18] +[19] + [20]
22 Accumulated Depreciation - Overhhead Accounts S 1,258,039,363 [21] *[3]
23 Operation and Maintenance Rate 6.76% [171/{{[21]-[22]}-[A5]*[20])/[B1]}
24 Operating Taxes S 862,989,711 [C7]
25  Tax Rate 6.32% [C7] /{[B3] - [A5]}
26 Cost of Capital 8.23% Va. SCC Orders
27 Total Capital Carrying Charge Rate 30.90% [14] + [16] + [23] +[25] + [26]
11l. Net Cost of a Bare Pole, Space Factor and Rate Calculations
Line # Description Value Source
28 Net Cost of Bare Pole S 92.64 [12] *[ 27]
29 Urban Service Area Allocation 0.66 FCC Default
30 Net Cost of Bare Pole - Urban S 61.15 [28] *[29]
31 Space Occupied by Attachment (ft.) 1 FCC default
32 Usable Share Factor 0.667 FCC default
33 Total Unusable Space (ft.) 24 FCCdefault
34 Average pole Height 37.5 FCCdefault
35 Total Usable Space 13.5 [48]-[43]
36 Number of Attaching Entities 5 FCC Urban default
37 Space Factor 0.1120 {[31] +[32] *[33] / [36]}/ [34]}
38 New Telecommunications Formula S 6.85 [30] *[37]
39 Prior Telecommunications Formula S 10.38 [40] * [37]
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Exhibit C-4 (page 2 of 2)

Rate Development for 2014 Using 2012 Cost Data

Description

Deferred Op Income Taxes - Debit

Deferred Op Income taxes (281-283)
Net Deferred Operating Taxes

Total Plant in Service
Accumulated Depreciation

Net Plantin Service

Taxes - Acct 408.1
Taxes - Acct 409.1 Fed
Taxes - Acct 409.1 Other

Taxes - Acct 410.1
Taxes - Acct 411.1
Taxes - Acct 411.4

Total Taxes

$

$

w

v n n n

Value - 2012
1,475,934,054

5,275,291,206
3,799,357,152

28,202,094,898
10,743,819,815
17,458,275,083

228,291,978
97,008,483
87,009,974

1,496,374,549
1,044,550,047

(1,145,226) FERC Form 1 - Line 19, Col (c), p.

862,989,711

Source
FERC Form 1- Line 82, Col (c), P. 111
FERC Form 1 - Line 62, col ( c), p. 113
FERC Form 1 - Line 63, col ( c), p. 113
FERC Form 1 - Line 64, col ( c), p. 113
A2+A3+A4-Al

FERC Form 1- Line 8, Col (b) p. 200
FERC Form 1- Line 22, Col (b) p. 200
B1-B2

114
114
114

FERC Form 1- Line 14, Col (c), p.
FERC Form 1- Line 15, Col (c), p.
FERC Form 1- Line 16, Col (c), p.

114
114
114

FERC Form 1 - Line 17, Col (c), p.
FERC Form 1- Line 18, Col (c), p.

C1+C2+C3+C4-C5-C6
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Exhibit C-5 (page 1 of 2)

Rate Development for 2015 Using 2013 Cost Data

I. Net Investment per Distribution Pole

Line # Description 2013 Value Source
1 Total Distribution Plant S 9,055,403,411 FERC Form 1- Line 75, Col (g), p.207
Accumulated Depreciation - Distribution S 3,616,698,764 FERC Form 1 - Line 26, Col. (c), p. 219
3 Accumulated Depr / Total Plant - Dist Plant 39.94% [2] / [1]
4 Gross Pole Investment S 764,910,219 FERC Form 1- Line 64, Col (g), p. 207
5 Depreciation Reserve S 305,502,662 [3] * [4]
6 Net Pole Plant S 459,407,557 [4] - [5]
7 Net Deferred Taxes allocated to distribution S 101,965,331 [A5] *[6] / [B3]
8 Net Plant less Deferred taxes S 357,442,227 [6] - [7]
9 Crossarm Allowance 15% FCC default
10 Net Plant less Crossarm Allowance S 303,825,893 [6] *[1-[7]]
11 Number of Distribution Poles 982,605 Dominion
12 Net Investment per Distribution Pole S 309.20 [10]/[11]
Il. Capital Carrying Charge Rate
Line # Description Value Source
13 Depreciation Rate for Poles 3.33% provided by Company
14 Depreciation Expense Rate 7.13% [13] * [4] / [8]
15 Total General and Administrative S 388,641,347 FERC Form 1- Line 197, Col (b) p. 323
16 Administrative and General Rate 2.72% [16] / {[B3] - [A5]}
17 Maintenance of Overhead Lines S 73,629,425 FERC Form 1- Line 149, Col (b), p. 322
18 Gross Pole Investment S 764,910,219 [4]
19 Overhead Conductor Investment S 1,228,814,537 FERC Form 1- Line 65, Col (g), p. 207
20 Services Investment S 1,306,817,610 FERC Form 1- Line 69, Col (g), p. 207
21 Total Overhead Accounts S 3,300,542,366 [18] +[19] +[20]
22 Accumulated Depreciation - Overhhead Accounts S 1,318,225,920 [21] *[3]
23 Operation and Maintenance Rate 4.82% [17]/{{[21]-[22]}-[A5]*[20])/[B1]}
24 Operating Taxes S 880,161,694 [C7]
25 Tax Rate 6.17% [C7] / {[B3] - [A5]}
26 Cost of Capital 7.65% Va. SCC Orders
27 Total Capital Carrying Charge Rate 28.49% [14] + [16] + [23] +[25] + [26]
11l. Net Cost of a Bare Pole, Space Factor and Rate Calculations
Line # Description Value Source
28 Net Cost of Bare Pole S 88.08 [12] *[27]
29 Urban Service Area Allocation 0.66 FCC Default
30 Net Cost of Bare Pole - Urban S 58.13 [28] *[29]
31 Space Occupied by Attachment (ft.) 1 FCC default
32 Usable Share Factor 0.667 FCC default
33 Total Unusable Space (ft.) 24 FCCdefault
34 Average pole Height 37.5 FCCdefault
35 Total Usable Space 13.5 [48]-[43]
36 Number of Attaching Entities 5 FCC Urban default
37 Space Factor 0.1120 {[31] +[32] *[33] / [36]}/ [34]}
38 New Telecommunications Formula S 6.51 [30] * [37]
39 Prior Telecommunications Formula S 9.87 [40] * [37]
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Exhibit C-5 (page 2 of 2)

Rate Development for 2015 Using 2013 Cost Data

Description
Deferred Operating Income Taxes - Debit
Deferred Operating Income taxes (281)
Deferred Operating Income taxes (282)
Deferred Operating Income taxes (283)

Net Deferred Operating Taxes

Total Plant in Service
Accumulated Depreciation

Net Plantin Service

Taxes - Acct 408.1
Taxes - Acct 409.1 Fed
Taxes - Acct 409.1 Other

Taxes - Acct 410.1
Taxes - Acct 411.1
Taxes - Acct 411.4

Total Taxes

wn

v n n n

Value - 2013

1,724,401,780

195,180,840
4,542,528,417
1,057,029,131
4,070,336,608

29,570,482,058
11,231,470,285
18,339,011,773

244,844,647
341,953,536
51,143,148

1,027,819,762
784,582,180
(1,017,219)
880,161,694

Source
FERC Form 1 - Line 82, Col ( c), P. 111
FERC Form 1- Line 62, col ( c), p. 113
FERC Form 1- Line 63, col ( c), p. 113
FERC Form 1- Line 64, col ( c), p. 113
A2+A3+A4-Al

FERC Form 1- Line 8, Col (b) p. 200
FERC Form 1 - Line 22, Col (b) p. 200
B1- B2

FERC Form 1 - Line 14, Col (c), p. 114
FERC Form 1 - Line 15, Col (c), p. 114
FERC Form 1 - Line 16, Col (c), p. 114

FERC Form 1 - Line 17, Col (c), p. 114
FERC Form 1- Line 18, Col (c), p. 114
FERC Form 1- Line 19, Col (c), p. 114
C1+C2+C3+C4-C5-C6
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Exhibit C-6 (page 1 of 2)

Rate Development for 2016 Using 2014 Cost Data

I. Net Investment per Distribution Pole

Line # Description 2014 Value Source
1 Total Distribution Plant S 9,479,384,360 FERC Form 1- Line 75, Col (g), p.207
2 Accumulated Depreciation - Distribution S 3,798,148,817 FERC Form 1- Line 26, Col. (c), p. 219
3 Accumulated Depr / Total Plant - Dist Plant 40.07% [2]/ (1]
4 Gross Pole Investment S 792,960,894 FERC Form 1- Line 64, Col (g), p. 207
5 Depreciation Reserve S 317,719,312 [3] *[4]
6 Net Pole Plant $ 475,241,582 [4] - [5]
7 Net Deferred Taxes allocated to distribution S 103,391,486 [AS5] * [6] / [B3]
8 Net Plant less Deferred taxes S 371,850,096 [6]-[7]
9 Crossarm Allowance 15% FCC default
10 Net Plant less Crossarm Allowance S 316,072,581 [6] *[1-[7]]
11 Number of Distribution Poles 982,605 Dominion
12 Net Investment per Distribution Pole S 321.67 [10]/[11]
Il. Capital Carrying Charge Rate
Line # Description Source
13 Depreciation Rate for Poles 3.33% provided by Company
14 Depreciation Expense Rate 7.10% [13] * [4] / [8]
15 Total General and Administrative S 330,798,378 FERC Form 1- Line 197, Col (b) p. 323
16 Administrative and General Rate 2.07% [16] / {[B3] - [A5]}
17 Maintenance of Overhead Lines S 59,625,135 FERC Form 1- Line 149, Col (b), p. 322
18 Gross Pole Investment S 792,960,894 [4]
19 Overhead Conductor Investment S 1,305,788,403 FERC Form 1- Line 65, Col (g), p. 207
20 Services Investment S 1,359,343,829 FERC Form 1- Line 69, Col (g), p. 207
21 Total Overhead Accounts S 3,458,093,126 [18] +[19] +[20]
22 Accumulated Depreciation - Overhhead Accounts S 1,385,570,182 [21] * [3]
23 Operation and Maintenance Rate 3.76% [17]/{{[21]-[22]}-[A5]*[20])/[B1]}
24 Operating Taxes S 769,437,514 [C7]
25  Tax Rate 4.82% [C7] /{[B3] - [A5]}
26 Cost of Capital 7.65% Va. SCC Orders
27  Total Capital Carrying Charge Rate 25.39% [14] + [16] + [23] +[25] + [26]
111. Net Cost of a Bare Pole, Space Factor and Rate Calculations
Line # Description Source
28 Net Cost of Bare Pole S 81.68 [12] * [ 27]
29 Urban Service Area Allocation 0.66 FCC Default
30 Net Cost of Bare Pole - Urban S 53.91 [28] * [29]
31 Space Occupied by Attachment (ft.) 1 FCC default
32 Usable Share Factor 0.667 FCC default
33 Total Unusable Space (ft.) 24 FCCdefault
34  Average pole Height 37.5 FCCdefault
35 Total Usable Space 13.5 [48]-[43]
36 Number of Attaching Entities 5 Company Survey
37 Space Factor 0.1120 {[31] +[32] *[33] / [36]}/ [34]}
38 New Telecommunications Formula S 6.04 [30] * [37]
39 Prior Telecommunications Formula S 9.15 [40] * [37]
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Rate Development for 2016 Using 2014 Cost Data

Description
Deferred Operating Income Taxes - Debit
Deferred Operating Income taxes (281)
Deferred Operating Income taxes (282)
Deferred Operating Income taxes (283)

Net Deferred Operating Taxes

Total Plant in Service
Accumulated Depreciation

Net Plantin Service

Taxes - Acct 408.1
Taxes - Acct 409.1 Fed
Taxes - Acct 409.1 Other

Taxes - Acct 410.1
Taxes - Acct 411.1
Taxes - Acct 411.4

Total Taxes

wn

v n n n

Value - 2014

2,021,580,263

188,278,516
5,063, 705,614
1,212,239,575
4,442,643,442

31,677,331,322
11,256,608,300
20,420,723,022

251,281,586
62,267,080
60,758,358

1,632,667,132
1,236,600,199
(936,443)
769,437,514

Source
FERC Form 1 - Line 82, Col ( c), P. 111
FERC Form 1- Line 62, col ( c), p. 113
FERC Form 1- Line 63, col ( c), p. 113
FERC Form 1- Line 64, col ( c), p. 113
A2+A3+A4-Al

FERC Form 1- Line 8, Col (b) p. 200
FERC Form 1 - Line 22, Col (b) p. 200
B1- B2

FERC Form 1 - Line 14, Col (c), p. 114
FERC Form 1 - Line 15, Col (c), p. 114
FERC Form 1 - Line 16, Col (c), p. 114

FERC Form 1 - Line 17, Col (c), p. 114
FERC Form 1- Line 18, Col (c), p. 114
FERC Form 1- Line 19, Col (c), p. 114
C1+C2+C3+C4-C5-C6
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Before the
Federal Communications Commission
Washington, DC 20554

VERIZON VIRGINIA LLC and
VERIZON SOUTH INC.,
Complainants, Docket No.
File No.

V.
VIRGINIA ELECTRIC AND POWER
COMPANY d/b/a DOMINION VIRGINIA
POWER,

Respondent.

N N N N N N N N N N N N N N

AFFIDAVIT OF STEPHEN C. MILLS
COMMONWEALTH OF VIRGINIA )
COUNTY OF CULPEPER 3 >

I, STEPHEN C. MILLS, being sworn, depose and say:

1. | am a Consultant — Contract Management in the Wireline Network Operations
Division of Verizon Services Corporation. | am executing this Affidavit in support of the Pole
Attachment Complaint of Verizon Virginia LLC (“Verizon Virginia”) and Verizon South Inc.
(“Verizon South”) (collectively, “Verizon) against Virginia Electric and Power Company d/b/a
Dominion Virginia Power (“Dominion”). | know the following of my own personal knowledge
and, if called as a witness in this action, I could and would testify competently to these facts
under oath.

2. | have a Bachelor of Science in Professional Technology Studies with a

concentration in Telecommunications from Pace University. | have worked for Verizon in
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Virginia for over 18 years. | began my career working with telecommunications facilities and
utility pole infrastructure as an installer and repairman. | then became a cable splicing technician
where | worked on the physical placement and connection of telecommunication facilities in
both the aerial and buried environment. From there, | was promoted to an engineering assistant
where | designed the placement of telecommunication facilities in both the aerial and buried
environment. In 2005, | was promoted to my current position. As a Consultant — Contract
Management, I am responsible for the negotiation and implementation of joint use agreements
and pole attachment agreements in Verizon’s service areas in Virginia, Maryland, Washington,
DC, Pennsylvania and Delaware. These include Verizon’s joint use agreements with Dominion.
I also have access to information maintained by Verizon’s competitive local exchange carrier
(“CLEC?”) affiliate in Virginia, MClImetro Access Transmission Services LLC.

3. Verizon Virginia is a Virginia limited liability company and Verizon South is a
Virginia corporation. Each has its principal place of business at 22001 Loudoun County
Parkway, Ashburn, Virginia 20147. Each is an incumbent local exchange carrier (“ILEC”) that
provides telecommunications and other services to areas of Virginia. Verizon Virginia’s
overlapping service territory with Dominion includes (but is not limited to) Alexandria,
Arlington, and Richmond. Verizon South’s overlapping service territory with Dominion
includes (but is not limited to) Dale City and Stafford County.

4. Verizon Virginia and Verizon South are parties to two essentially identical Joint
Use Agreements entered with Dominion that took effect on January 1, 2011. A true and correct
copy of Verizon Virginia’s Joint Use Agreement with Dominion is attached to Verizon’s Pole

Attachment Complaint as Exhibit 1. A true and correct copy of Verizon South’s Joint Use
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Agreement with Dominion is attached to Verizon’s Pole Attachment Complaint as Exhibit 2. 1
will refer to these agreements collectively as the “Joint Use Agreement.”

5. | have personal knowledge of Verizon’s negotiations with Dominion for the Joint
Use Agreement, which took effect in 2011, and for a just and reasonable pole attachment rental
rate based on the guidance provided in the Commission’s Pole Attachment Order.!

6. | have reviewed the allegations made in the Pole Attachment Complaint and the
Exhibits submitted with the Pole Attachment Complaint. | verify that they are true and correct to
the best of my knowledge, information and belief.

A. Dominion’s Unjust And Unreasonable Rates

7. Dominion charges Verizon much higher pole attachment rates than it may
lawfully charge Verizon’s competitors. True and correct copies of Dominion’s invoices to
Verizon Virginia for the 2010 through 2014 rental years are attached to Verizon’s Pole
Attachment Complaint as Exhibit 11. True and correct copies of Dominion’s invoices to
Verizon South for the 2010 through 2014 rental years are attached to Verizon’s Pole Attachment
Complaint as Exhibit 12.

8. The invoices show that, since the effective date of the Pole Attachment Order,

Dominion charged Verizon per pole rental rates of ||| G
I o the 2011 through 2014 rental years, respectively. It is my

understanding that the new telecom rates for the 2011 through 2014 rental years were $5.87,

! See Implementation of Section 224 of the Act; A National Broadband Plan for Our Future,
Report and Order and Order on Reconsideration, 26 FCC Rcd 5240 (2011), aff’d Am. Elec.
Power Serv. Corp. v. FCC, 708 F.3d 183 (D.C. Cir. 2013), cert. denied, 134 S. Ct. 118 (2013)
(“Pole Attachment Order” or “Order”).
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$7.15,57.05 and $6.85, respectively * [
0. The rates that Verizon invoiced in Virginia for 2011 through 2014 attachments by

bl companies ranged o Y - >
competitive telephone companies ranged from ||| G

B. Dominion’s Exercise Of Its Bargaining Power During Negotiations For The
Joint Use Agreement

10. In 2006, Verizon South and Dominion agreed to negotiate a new joint use
agreement to replace their then-existing agreement, which took effect in 1978. True and correct
copies of the 1978 joint use agreement, its 1985 modification, and two related settlement
agreements entered in 2002 and 2006 are attached to Verizon’s Pole Attachment Complaint as
Exhibits 7 through 10. The parties later agreed to negotiate a new joint use agreement to replace
the then-existing agreement between Dominion and Verizon Virginia, which took effect in 1992.
True and correct copies of the 1992 joint use agreement and its 2002 amendment are attached to
Verizon’s Pole Attachment Complaint as Exhibits 5 and 6.

11.  The rates that Verizon paid under the prior joint use agreements were unjust and

unreasonably high. Between 2002 and 2010, for example, Verizon Virginia paid Dominion rates

rt range o Y > -
Dominion paid Verizon Virginia rates that ranged from ||| GGG

2 See Complaint Ex. A 11 6, 16 (Affidavit of Mark S. Calnon, Ph.D. (July 31, 2015) (“Calnon
Aff.”)).
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_ per pole). During those same years, Verizon South paid Dominion rates that

ranged from $30.00 to $47.32 per pole for each net pole (meaning that Dominion’s effective rate
also ranged from $30.00 to $47.32). The pre-existing telecom rate then applicable to Verizon’s
competitors was far lower. In 2010, for example, Verizon Virginia paid Dominion a-
I ¢ ooke rate and Verizon South paid Dominion a $30.00
per pole rate. | understand that the pre-existing telecom rate for 2010 was $9.56 per pole.’

12. Verizon did not obtain any net material benefit in exchange for the significantly
higher rates that applied under the prior agreements, as their terms and conditions were
comparable to the terms and conditions in a license agreement. | tried in vain to eliminate this
mismatching of high rates with license-like terms and conditions during the negotiations for the
currently effective Joint Use Agreement.

13.  When negotiations for the Joint Use Agreement began in 2006, Dominion owned

42,213 of the 55,656 poles that it shared with Verizon South and ||| G
I o'cs that it shared with Verizon Virginia. In total, therefore,
Dominion owned ||| G ioint use poles,
or 65%, and Verizon owned ||| G o thc joint use

poles, or 35%. When negotiations concluded, Dominion still owned 65% of the joint use poles

I orinion's invoies for

2014 rentals retain these pole numbers, thus showing that Dominion continues to enjoy an

ownership dispriy of 6596 o 35% [

® See Complaint Ex. A 1 92 (Calnon Aff.).
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14, This pole ownership disparity has remained relatively constant in recent years
because Verizon has a mature network that requires few attachments to new joint use poles. The
parties update their pole ownership numbers in joint surveys of their overlapping service areas
that occur, in general, no more frequently than every ten years. The last survey of Dominion’s
overlapping service area with Verizon Virginia, which holds 85% of the joint use poles at issue

i s case N ' coroeicd

in 2001. That survey showed that the number of Dominion poles with Verizon’s attachments
decreased from

15. Throughout the negotiations for the Joint Use Agreement, it was apparent that
Dominion had, and was exercising, the superior bargaining power that is associated with a 65%
pole ownership ratio. Dominion consistently resisted Verizon’s effort to reduce its net rental
payment obligations.

16. The negotiations with Dominion were stymied by extended and unnecessary
delays and offers from Dominion that were patently unacceptable. Dominion offered only
modest reductions in the rate to be paid by Verizon, yet consistently sought substantial
reductions in the rate that it would pay to attach to Verizon’s poles.

17. In an effort to change the dynamic of the negotiations, reduce Verizon’s pole rent
expense, and increase Verizon’s bargaining power, | offered Dominion a significant lump sum
payment to purchase poles in October 2009. Dominion refused Verizon’s offer, claiming that it
does not sell its assets. | found this curious because Dominion agreed in 2002 to sell a
significant number of poles to Verizon South.

18. By late 2010—after over four years of negotiations—it was abundantly clear that

Verizon did not have the bargaining power to negotiate a just and reasonable rental rate from
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Dominion. Verizon nonetheless agreed to enter the Joint Use Agreement, effective January 1,
2011, to create operational consistency across the Verizon Virginia and Verizon South
overlapping service footprints with Dominion.

19. Dominion’s bargaining power is evident in the rates, terms, and conditions of the
Joint Use Agreement. The Agreement includes terms and conditions that are the same (or
materially comparable) to the terms and conditions contained in a license agreement, but far
higher rental rates. At the same time, the Joint Use Agreement includes far lower rental rates for
Dominion than for Verizon, even though Dominion uses far more space on a joint use pole.
Dominion is allocated ||| G o soace by
the Joint Use Agreement, and requires an additional 40 inches of safety space, for a total of
I o i allocated
I o e joint use pole, but requires less

space on average. Verified audits of Verizon’s facilities in other service areas show that
Verizon’s facilities occupy on average not more than 1.25 feet of space on a joint use pole, and

that is consistent with my experience in Verizon’s overlapping service territory with Dominion.

I ! i ot awar of any aucitin Verizon's o

Dominion’s possession—verified or unverified—that establishes the amount of space that
Verizon’s facilities occupy on average on Dominion’s poles, so it is my opinion that the FCC’s
default presumption of one foot of space should be followed for Verizon’s attachments to

Dominion’s poles.
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20. Dominion’s reason for insisting on significantly lower rates for its own
attachments is apparent. Each year, Verizon pays Dominion the net rent that is due after
Dominion’s rental obligations are subtracted from Verizon’s rental obligations. By pairing a
slight reduction in Verizon’s rate with a significantly greater reduction in Dominion’s rental rate,
Dominion could claim to provide rate relief without actually reducing the amount that Verizon
would pay Dominion each year.

21. In Dominion’s overlapping service territory with Verizon Virginia, Dominion

reduced its own rate 75% from the prior agreement rate of ||| G
I o the Joint Use Agreement’s 2011 rate of || G
_ but would only agree to reduce Verizon’s rate 45% from the prior rate of-
I © (' Joint Use Agreement’s 2011 rate of [
I 1 Dominion’s overlapping service territory with

Verizon South, the prior agreement required Verizon to pay $30 for each pole that Dominion
owned in addition to the poles Verizon owned. This arrangement set each party’s effective per-

pole rate at $30. With the Joint Use Agreement, Dominion reduced its own rate [

I o this $30 effective rate to a 2011 rate of [
I b1t vould only agree to reduce Verizon’s rate [}
I -2 < o

22.  After more than four years of trying to obtain rate relief, Verizon obtained

essentially no net rental relief at all. As detailed in Dr. Calnon’s Affidavit, Verizon’s net rental

ate decreaseo [



PUBLIC VERSION

I bctvvccn 2010 (the year before the Joint Use Agreement took effect) and
2014,

C. Dominion’s Refusal To Negotiate A Just and Reasonable Rate

23.  On October 7, 2013, the United States Supreme Court confirmed that incumbent
local exchange carriers (“ILECs”), like Verizon, have the right to just and reasonable rental rates
when it denied further review of the Commission’s Pole Attachment Order. The following day, |
sent a letter on Verizon’s behalf to Dominion to request formal negotiations for a just and
reasonable rental rate governed by the principles set forth in the Pole Attachment Order. A true
and correct copy of my October 8, 2013 letter is attached to Verizon’s Pole Attachment
Complaint as Exhibit 13. In the letter, | asked Dominion for a copy of its standard license
agreement for competitive local exchange carriers (“CLECs”) and cable companies, along with
information detailing any deviations from the standard license terms in licenses that Dominion
had entered with CLECs and cable companies.

24. In an October 30, 2013 email, Arlie A. Hahn, Jr., Dominion Customer Solutions
System — Joint Use, informed me that Dominion’s 2014 rates would be ||| G
I (:<'=cor) 2 Y (--5'c)
He also provided me a document titled “Facilities License Agreement for Non-Wireless
Overhead Attachments Between and Virginia Electric and Power Company” (“draft
license agreement”). Mr. Hahn did not provide supporting calculations for the rates or
information about the terms and conditions in Dominion’s executed license agreements. A true
and correct copy of Mr. Hahn’s email, with the draft license agreement attached, is attached to
Verizon’s Pole Attachment Complaint as Exhibit 4.

25.  The draft license agreement represents terms most favorable to Dominion because

it represents the starting point in its negotiations with licensees. My review of the proposed
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license terms nonetheless confirmed my understanding that VVerizon should receive the same
rental rate as its competitors. That understanding was further confirmed upon my review of the
license agreement that Dominion entered with Verizon’s CLEC affiliate (“MCI license
agreement”). A true and correct copy of the MCI license agreement is attached to Verizon’s
Pole Attachment Complaint as Exhibit 3.

26. | have also reviewed over a hundred additional pole attachment agreements
throughout my 19-year career. It remains my opinion that the terms and conditions in
Dominion’s draft license agreement and the MCI license agreement (collectively, “license
agreements”) are comparable to the terms and conditions in the Joint Use Agreement and do not
justify the extraordinary rate difference charged under the comparable agreements.

27. On December 6, 2013, | again asked Dominion to negotiate a just and reasonable
rental rate. A true and correct copy of my letter is attached to Verizon’s Pole Attachment
Complaint as Exhibit 14. 1 explained that, under the Pole Attachment Order, an ILEC should
receive the same rate as a comparable competitor or, if it is materially advantaged, a rate as high
as the pre-existing telecom rate. At that time, | thought that the 2014 rates that Mr. Hahn

provided in his October 30, 2013 email were calculated pursuant to the pre-existing telecom

R
I bcciuse they were so different. A new telecom rate

should be about the same as a cable rate. | explained Verizon’s position that it should receive the
same rate as its competitors because it attaches to Dominion’s poles pursuant to terms and
conditions that are comparable to its competitors. But, as a compromise, | offered to agree to set

Verizon’s rate between the telecom and cable rates that Dominion provided.

10
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28. Mr. Hahn rejected my offer on Dominion’s behalf in a letter dated December 16,
2013. A true and correct copy of Mr. Hahn’s letter is attached to Verizon’s Pole Attachment
Complaint as Exhibit 15. Dominion took the position that it would not commence negotiations
absent additional information from Verizon showing that the Joint Use Agreement does “not
provide material advantages to Verizon, relative to its cable or CLEC competitors.”

29. | found Dominion’s position curious since Dominion refused to produce a single
license agreement signed by one of VVerizon’s competitors against which the Joint Use
Agreement could be evaluated. Nevertheless, in a letter dated January 22, 2014, | provided an
analysis based on a comparison of the terms and conditions in Dominion’s draft license
agreement, the MCI license agreement, and the Joint Use Agreement. A true and correct copy of
that letter is attached to Verizon’s Pole Attachment Complaint as Exhibit 16. Mr. Hahn rejected
my analysis in a letter dated February 20, 2014, and claimed that the Joint Use Agreement
includes “beneficial provisions” that advantage Verizon “as compared to its CLEC competitors.”
Mr. Hahn, however, still did not provide a license agreement executed by one of Verizon’s
competitors for Verizon to review. A true and correct copy of Mr. Hahn’s letter is attached to
Verizon’s Pole Attachment Complaint as Exhibit 17.

30. In a March 25, 2014 letter, | again refuted Dominion’s claim that Verizon is
provided any advantage under the Joint Use Agreement over its competitors that could justify a
higher rate. As five months had elapsed since Verizon asked to begin negotiations without even
an offer from Dominion, | also outlined the allegations that form the basis of this Complaint,
invited a response within a reasonable period of time, and offered to arrange executive-level
discussions regarding the dispute. A true and correct copy of my letter is attached to Verizon’s

Pole Attachment Complaint as Exhibit 18.

11
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31. On April 28, 2014, Mr. Hahn responded to my letter on Dominion’s behalf and
accepted the invitation to hold executive-level discussions regarding this dispute. A true and
correct copy of Mr. Hahn’s letter is attached to Verizon’s Pole Attachment Complaint as Exhibit
19.

32, Executive-level discussions were held on July 8, 2014 at Dominion’s offices in
Richmond, Virginia. Dominion was represented by four executives — Arlie A. Hahn, Jr.,
Michael C. Roberts, Michael A. Graff, and Anthony M. Barni. At the meeting, we discussed
Dominion’s claim that Verizon has been afforded unique advantages under the Joint Use
Agreement. | explained then, as | had before, that Verizon is not advantaged relative to
Dominion’s CLEC and cable attachers and that there is no basis for continuing to charge Verizon
significantly higher rental rates. The discussions failed to resolve the dispute, but Dominion
agreed to provide Verizon cost information and other data underlying its FCC rate calculations.

33. On September 24, 2014, Michael C. Roberts, Dominion Joint Use Administrator,
emailed me the cost information and other data discussed during the executive-level discussions.
A true and correct copy of Mr. Roberts’s email is attached to Verizon’s Pole Attachment
Complaint as Exhibit 20.

34.  When I reviewed the information provided by Dominion, I discovered significant
problems with Dominion’s application of the Commission’s rate formulas. For example,
Dominion calculated its new telecom rate using an average of 2.6 attaching entities instead of
using the Commission’s presumption that there are 5 attaching entities in urbanized service
areas. Dominion provided no survey or other evidence to support this departure from the
Commission’s presumptions. This error in part explained the prior confusion over Dominion’s

2014 telecom rate. By pairing 2.6 attaching entities with a 66% urban cost multiplier, Dominion

12
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had improperly increased its 2014 new telecom rate ||| G
e TR = —

35.  Areview of the records of the Virginia State Corporation Commission showed
that Dominion also applied an inappropriately high rate of return in its rate calculations.
Attached to Verizon’s Pole Attachment Complaint as Exhibits 24-28 are true and correct copies
of orders and testimony that were downloaded from the website of the Virginia State Corporation
Commission, at http://www.scc.virginia.gov/docketsearch, that reflect the appropriate rate of
return for just and reasonable rental rates.

36. On October 21, 2014—over one year after |1 sent my October 8, 2013 letter asking
for a just and reasonable rate—Dominion made its first offer to Verizon. A true and correct copy
of Mr. Hahn’s email is attached to Verizon’s Pole Attachment Complaint as Exhibit 21.

Dominion’s offer was to amend the Joint Use Agreement’s rental rate provision in a way that

would have increased Verizon’s 2014 rental rate above the ||| G
AP - —

37. Dominion’s proposal was patently unreasonable as it sought to further increase

Verizon’s rate above that of its competitors. By letter dated November 14, 2014, | i}

I - true and correct copy of my letter is attached to Verizon’s

Pole Attachment Complaint as Exhibit 22.

38. Mediation took place on March 26, 2015 in Richmond, Virginia. Dominion was
represented by five executives — Arlie A. Hahn, Jr., Horace P. Payne, Jr., Esquire, Anthony M.
Barni, Michael A. Graff, and Michael C. Roberts — and two outside counsel — Brett Heather

Freedson, Esquire and Charlie A. Zdebski, Esquire. Subsequent telephone conversations failed

13
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to resolve the dispute and the mediation was officially closed on May 29, 2015. A true and
correct copy of the mediator’s email closing the mediation is attached to Verizon’s Pole

Attachment Complaint as Exhibit 23. The substance of the mediation is protected by the terms

P /4

of a confidentiality agreement.

Sworn to before me on
this 3rd day of August, 2015

Ahe I

Notary Public

“‘lltl " gy,

‘s\“ DUSTW "'fq,
o
&
§ d’_? "'-.
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Before the
Federal Communications Commission
Washington, DC 20554

VERIZON VIRGINIA LLC and
VERIZON SOUTH INC.,
Complainants, Docket No.
File No.

V.
VIRGINIA ELECTRIC AND POWER
COMPANY d/b/a DOMINION VIRGINIA
POWER,

Respondent.

N N N N N N N N N N N N N N

AFFIDAVIT OF JONATHAN R. HANSEN
COMMONWEALTH OF VIRGINIA )
COUNTY OF HENRICO 3 >

I, JONATHAN R. HANSEN, being sworn, depose and say:

1. | am a Supervisor of Network Engineering for Verizon Communications. | am
executing this Affidavit in support of the Pole Attachment Complaint of Verizon Virginia LLC
(“Verizon Virginia”) and Verizon South Inc. (*Verizon South”) (collectively, “Verizon”) against
Virginia Electric and Power Company d/b/a Dominion Virginia Power (“Dominion”). | know
the following of my own personal knowledge and, if called as a witness in this action, | could
and would testify competently to these facts under oath.

2. | have 16 years of experience in the telecommunications industry working for

Verizon Virginia (previously known as Bell Atlantic). | began my career in telecommunications

by working part time in the central or serving offices. | was then hired full-time as a Network
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Engineering Planner, where my job responsibilities included building plans for Outside Plant
Network architecture. | then oversaw an Outside Plant Network design team handling delayed
orders. | have for the last 11 years held management positions over Engineering Design in
Richmond, Virginia, where Verizon Virginia and Dominion jointly use utility poles.

3. | have personal knowledge of the practices and procedures surrounding the use of
utility poles in Verizon’s overlapping service area with Dominion in Virginia. My knowledge
includes the operational practices that are generally accepted and followed by Verizon, cable
companies, competitive local exchange companies (“CLECs”), and Dominion. It is my opinion
that Verizon does not have any advantage over its competitors—cable companies and CLECs—
with respect to the attachment and maintenance of its facilities on Dominion’s utility poles.

A. Safety And Reliability Of The Joint Use Network

4. As a pole owner, Verizon shares in the responsibility for ensuring the safety and
reliability of its joint use network with Dominion. Verizon’s construction, operations, and
engineering employees are well-versed in the wind loading and safety standards of Dominion
and the National Electrical Safety Code (“NESC”), which apply to the installation, operation,
and maintenance of communications lines and equipment. Verizon also has its own safety,
reliability, and quality standards, which its engineers and line crews are directed to follow.
Verizon’s line crew supervisors conduct random quality-of-work inspections in order to ensure
compliance with Verizon’s, Dominion’s, and NESC standards.

5. As a pole owner, Verizon has responsibility for replacing its poles when they pose
a safety hazard because of damage from car accidents, routine storms, and the like. Verizon also
must replace its poles if they are found to be unreasonably interfering with the convenient, safe,
or continuous use, or the maintenance, improvement, extension, or expansion, of a public road or

publicly owned rail corridor. In some cases, Verizon pays for the new pole and does not ask any

2
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other attaching entity (which includes cable companies, competitive telephone companies, and
Dominion) to contribute to the cost of the pole.

B. Comparability Of Verizon’s Attachment Process

6. Verizon has followed a process similar to the process that | understand is
followed by Verizon’s competitors in order to attach to Dominion’s poles. However, Verizon’s
engineers have a greater role in the process than its competitors, as VVerizon’s engineers often
coordinate with Dominion’s engineers regarding proper pole design and engineering.

7. Verizon and its competitors provide comparable notice of new attachments to

pomivion. I
A ————
cable that connects a utility pole to a customer’s house. || G
=

ensures compliance with the applicable design standards.

8. The same tasks must be completed before Verizon, or one of its competitors,
attaches facilities to a Dominion-owned pole. For example, VVerizon must survey the pole,
complete a pole sounding test, look for base rot, measure the new attachment’s effect on the
storm and ice loading for all facilities on the pole, ensure that there will be the required vertical
clearance between the ground and Verizon’s cable, determine whether any make-ready is
required, coordinate with other attachers if needed, and comply with any other minimum design

and structural stability requirements for the pole. 1 understand that Verizon’s competitors [
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9. The amount of time required to plan and install facilities depends on several
factors, including the type of attachment being made. The attachment of a main cable will
generally require more time than the attachment of a service drop. The amount of time required
for a particular type of attachment should be comparable among communications companies. In
practice, it often takes Verizon more time to attach because it manages its work in the NJUNS
database, but its competitors do not. Much of the delay associated with a company’s first
installation of facilities on a pole results from (1) the need for make-ready so that facilities can fit
on the existing pole, or (2) the need for a pole change-out to increase capacity. In each case,
Verizon’s ability to attach to the pole requires that the existing cable and CLEC attachers first
rearrange or transfer their existing facilities. Because Verizon’s competitors do not record their
work in NJUNS, Verizon must travel to the pole location to determine whether it can attach its
facilities. Verizon regularly arrives at a pole location and learns that all facilities have not been
transferred or re-arranged as scheduled. Its ability to attach is then delayed as it is forced to
make repeat trips to the pole location to determine whether it can attach its facilities.

10. Make-ready work is required if rearrangement of the existing attachments would
accommodate a company’s attachments. The time required for make-ready, which is generally
required only in the communications space, depends on the response time of the entities that
already have facilities on the pole. As a result, the time required for make-ready should not

differ based on whether it is Verizon, or one of Verizon’s competitors, that seeks to make the

attachment.
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11. Pole change-outs require more time than make-ready work because of the
logistics involved in replacing the pole and waiting for each entity to transfer its facilities to the
new pole. Pole change-outs are more often required when Verizon seeks to make its first
attachment to a pole (than when its competitors seek to make their first attachment) because
Verizon’s facilities are at the lowest location on the utility pole, meaning that they are more often

impacted by state and local vertical clearance requirements. If Verizon cannot attach to the pole

and maintain the required vertical clearance, Verizon must request, ||| GcTcNGGGEG
B - o<1 replacement pole so that it can attach its facilities and maintain the

appropriate clearance between the ground and Verizon’s cable.

12, In the past five years, Verizon’s need for make-ready and pole change-outs has
been minimal, even though pole change-outs are required more often when Verizon (rather than
its competitors) seeks to attach. | do not anticipate that Verizon’s need for make-ready and pole
change-outs will increase. The Verizon Virginia and Verizon South networks are mature
networks that require few attachments to new joint use poles.

C. Pole Design And Facility Location

13. In appropriate circumstances, a 30- and 35-foot pole can accommodate the
facilities of Dominion, Verizon, and other communications companies. | am aware that VVerizon
is attached to many 30- and 35-foot poles owned by Dominion, many of which also contain
attachments of Verizon’s competitors. Many newer Dominion poles are taller 40- and 45-foot
poles, which have more room to accommodate the facilities of Dominion, Verizon, and other
communications companies.

14.  Any pole that contains the facilities of a power company and a communications

company must include communications space and 40 inches of space separating the
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communications and power facilities. This space is therefore required for Dominion to share a
pole with one of Verizon’s competitors even if Verizon is not also attached to the pole.

15.  Verizon generally requires the same amount of space on a utility pole as its
competitors. For over a decade, Verizon has only installed the same light-weight copper and
fiber optic cables that its competitors use.

16. Verizon’s facilities have the lowest location on Dominion’s poles, consistent with
standard construction practices that pre-date third-party attachers. The consistency of Verizon’s
position is important for all communications companies because it ensures that all companies can
quickly identify the ownership of facilities on the pole. It also prevents the crossover of facilities
that could occur mid-span if facilities were located in different locations on different poles.

17. In my experience, there is not any material difference between the time and effort
required to work on Verizon’s facilities and on its competitor’s facilities. The same safety
measures and preparation are required to work on the pole. Verizon’s facilities may be slightly
easier to access, but that ease of access does not provide any real measurable benefit.

18. At the same time, Verizon’s location on the pole increases Verizon’s costs.

19. First, Verizon’s facilities are harmed more frequently because they are the lowest
on Dominion’s poles. They are exposed to more damage from oversized vehicles, vandalism,
and similar hazards. They also are damaged by contractors who work in the space above
Verizon’s facilities. Verizon’s facilities have been damaged from above by gaffs, ladders, and
bucket trucks. Typical damage includes punctured cables and broken support wires.

20.  Second, Verizon receives more requests to raise its cables to accommodate
oversize loads, such as house and equipment moves, because of its position on the pole.

Standard vertical clearance requirements range from 15.5 feet to 18 feet. In many cases, an
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oversize load is taller and requires Verizon, as the lowest attacher, to temporarily move its
facilities.

21.  Third, as noted above, Verizon often makes more trips to a pole location to attach
or complete a pole transfer. It is standard practice that facilities are transferred from top to
bottom, which means that Verizon must wait for all other facilities to be moved before it can
transfer its facilities. Verizon regularly arrives at a pole transfer location and learns that all
facilities have not been transferred as scheduled. When that happens, Verizon cannot transfer its
facilities. It must return at a later time to determine whether the pole is ready for it to complete
the transfer.

22.  For all of these reasons, it is my opinion that Verizon does not have any
advantage over its competitors—cable companies and CLECs—with respect to the attachment

and maintenance of its facilities on Dominion’s utility poles.

onathan R. Hansen
Sworn to before me on

this 31st day of July, 2015
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Notary Public
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Before the
Federal Communications Commission
Washington, DC 20554

VERIZON VIRGINIA LLC and
VERIZON SOUTH INC.,
- Docket No.
Complainants, File No.

V.
VIRGINIA ELECTRIC AND POWER
COMPANY d/b/a DOMINION VIRGINIA
POWER,

Respondent.

N N N N N N N N N N N N

AFFIDAVIT OF TIMOTHY J. TARDIFF, PH.D.

COMMONWEALTH OF MASSACHUSETTS )
) ss.
COUNTY OF SUFFOLK )

I, TIMOTHY J. TARDIFF, being sworn, depose and say:

I. Introduction

1. My name is Timothy J. Tardiff. My business address is 211 Congress Street, Boston, MA
02110. I am a Principal at Advanced Analytical Consulting Group, Inc. | have specialized in
telecommunications policy issues for over 30 years. | received a B.S. degree from the
California Institute of Technology in mathematics (with honors) in 1971 and a Ph.D. in
Social Science from the University of California, Irvine in 1974. My research has included
the theoretical and applied aspects of methodologies used to establish regulated rates for,
among other things, pole attachments and services identified in the Telecommunications Act
of 1996; studies of the demand for telephone services, such as local measured service and
toll; analysis of the market potential for new telecommunications products and services;
assessment of the growing competition for telecommunications services; and evaluation of

regulatory frameworks consistent with the growing competitive trends. | have published
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articles in the regulatory economics literature, which in recent years have focused on policies
for the increasingly competitive telecommunications industry.

| have participated in numerous legal and regulatory proceedings on issues of
telecommunications economics and regulation. Since the passage of the
Telecommunications Act of 1996, | have performed analyses, filed declarations and
testimony, and/or appeared as a witness in pole attachment disputes, interconnection
arbitrations, unbundled network element proceedings, universal service investigations,
applications by incumbent local exchange carriers for authorization to provide interLATA
long-distance, and implementation of the Triennial Review Order rules for unbundling
network elements in over 25 states and before the Federal Communications Commission
(“FCC”). Most recently, I have participated in regulatory and legal proceedings related to the
FCC’s National Broadband Plan. In particular, I have advised telecommunications clients,
filed economic analyses, and written articles on topics such as (1) rates for the use of network
infrastructure such as utility poles to facilitate the efficient provision of broadband services,
(2) rates for the exchange of traffic between landline carriers that avoid uneconomic arbitrage
opportunities and encourage efficient investment in telecommunications networks, and

(3) development of an analytical framework for determining whether incumbents’ high
capacity (special access) services face enough competition to justify relaxed regulation or
effective deregulation. Earlier this year, | submitted an affidavit in support of Verizon
Florida LLC’s pole attachment complaint in the matter involving Florida Power and Light
Company (File No. EB-15-MD-002, Docket No. 15-73). During 2013 and 2014, | filed
opening and reply affidavits in support of pole attachment complaints by subsidiaries of
Frontier Communications Corporation in matters involving subsidiaries of Duke Energy
Corporation (File Nos. EB-13-MD-007, EB-14-MD-001, and EB-14-MD-002, Docket Nos.
14-213, 14-214, 14-215); UGI Utilities, Inc.—Electric Division (File No. EB-14-MD-007,
Docket No. 14-217); and subsidiaries of FirstEnergy Corporation (File No. EB-14-MD-008,
Docket No. 14-218). My international research and consulting experience includes studies
and expert reports on telecommunication competition and interconnection issues in Canada,
Japan, New Zealand, Peru, Thailand, Australia, the Commonwealth of the Northern Mariana

Islands, and Trinidad and Tobago. | attach a copy of my full resume as Exhibit T-1.
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The purpose of this affidavit is to discuss from an economic perspective aspects of the rental
rate methodology in the Joint Use Agreements between Virginia Electric and Power
Company d/b/a Dominion Virginia Power (“Dominion”) and Verizon Virginia LLC and
Virginia South Inc. (collectively, “Verizon”) that make the resulting rental rates calculated by
Dominion unjust and unreasonable. | also explain certain proper inputs necessary to
calculate just and reasonable rates for Verizon’s attachments to Dominion’s joint use poles
consistent with the FCC’s guidance in the 2011 Report and Order” that recognized incumbent
local exchange carriers’ (“ILECSs”) statutory right to just and reasonable rates, and the
Enforcement Bureau’s recent order in the Verizon Florida v. Florida Power and Light
Company (“FPL”) matter.?

Applying the appropriate economic framework to the rates charged and demanded by

Dominion leads to the following conclusions:

(1) the rates Dominion has charged under the parties’ Joint Use Agreements are
unreasonably high because (a) the rate of return used to calculate annual pole costs is
excessive and (b) Dominion’s calculations assign a disproportionately large amount of
annual pole costs to the rates demanded from Verizon;

(2) the rates Dominion purports to calculate under the FCC’s telecom formulas also use
excessive rates of return and assign a disproportionately large amount of annual pole
costs to Verizon. The latter error—the result of pairing an inadequately-supported input
for the number of attaching entities with the FCC’s urban cost allocator—undermines the
objective of parity between the new telecom and cable rates; and

(3) the Joint Use Agreements are materially comparable to third-party license agreements, so
the just and reasonable rate for Verizon’s attachments to Dominion’s poles should be the

rate that results from a proper application of the new telecom formula. At most, a proper

! 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, 26 FCC Red 5240 (“2011 Report and
Order”).

2 Verizon Florida LLC, Complainant v. Florida Power and Light Company, Respondent, Docket No. 14-216, File

No. EB-14-MD-003, Memorandum Opinion and Order, 30 FCC Rcd 1140, § 23 (“Memorandum Opinion and
Order”). In this Memorandum Opinion and Order, the Enforcement Bureau requested that the monetary value of

alleged advantages to an ILEC, relative to third party attachers, arising from certain terms and conditions in the
parties’ existing joint use agreement be quantified in order to determine whether the rates that the power company
calculated under that existing joint use agreement are unjust and unreasonable.

_3_
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calculation of the monetary value of any possible net material advantages spread over the
entire base of joint use poles could only increase the per pole rental rate charged to
Verizon by a minimal amount above the new telecom rate. In this case, the just and
reasonable rate should not be set at or above the pre-existing telecom rate, which serves

as an upper bound reference point for pole attachment rates charged ILECs.

II. Economic Framework

5. The 2011 Report and Order established two reference points for evaluating rates in the case
of new joint use agreements. In the event that the terms and conditions in a new joint use
agreement are materially comparable to corresponding terms and conditions in a third-party
license agreement, the just and reasonable rate would be the cable rate or the new telecom
rate presented in that Order.® Alternatively, if the terms and conditions in the new joint use
agreement materially advantage the ILEC (relative to third party attachers), the pre-existing
telecom rate becomes an upper bound reference point.* In contrast, when (1) the
reasonableness of rates under an existing joint use agreement is challenged and (2) the terms
of that agreement are claimed to be advantageous to the ILEC, the Enforcement Bureau has
requested a quantification of the net monetary value of those terms.”

6. The Joint Use Agreements at issue in this case were new agreements in 2011, as they took
effect on January 1, 2011. Regardless of whether the Agreements are considered new or
existing for purposes of the analysis required by the 2011 Report and Order, the pre-existing
and new telecom rates play a crucial role in determining whether the rates are just and
reasonable.

7. In this case, the rates that Dominion has charged Verizon since the effective date of the 2011

Report and Order are based on a formula that partially overlaps with the FCC’s formulas for

#2011 Report and Order,  217.

* For urbanized areas, which | understand applies to the common territories of Verizon and Dominion, the FCC
intended pre-existing telecom rate to be approximately 50 percent higher than the new telecom rate. In particular,
for urbanized areas, the pre-existing telecom rate is multiplied by 0.66. 47 C.F.R. § 1.1409(e)(2). Therefore, the
pre-existing telecom rate is (1/0.66) x the new telecom rate.

> Memorandum Opinion and Order, {1 24 and 26.



PUBLIC VERSION

the pre-existing and new telecom rates.® As a result, only two inputs need to be considered in
evaluating rates under the Joint Use Agreements and under the FCC’s formulas. In
particular, each rate formula includes a rate of return input and a space factor that assigns a
percentage of the annual cost of owning and maintaining utility poles to an attacher. The
rates under the Joint Use Agreements are unreasonably high because (1) they are based on a
rate of return higher than the rate of return determined by the Virginia State Corporation
Commission (“SCC”) and (2) they assign NG
percent of annual pole costs to Verizon, in contrast to the 7.4 percent that are assigned by the
new telecom rate and the 11.2 percent that are assigned by the pre-existing telecom rate. The
rates Dominion has claimed to calculate under the FCC new telecom formula are
unreasonably high for the same reasons: (1) they are based on a rate of return higher than
that established by the SCC’s orders and (2) they assign a higher percentage of annual pole

costs to Verizon than the 7.4 percent that should be assigned under the formula.

III. Specific Issues

A. Rate of Return
8. The rate formula in the Joint Use Agreements and the FCC’s rate formulas include a rate of

return as a component of the carrying charge rate, which is used to produce the annual pole
cost according to the following formula:

Net Pole Investment

Annual Pole Cost = Numbor of Poles X Appurtenance Factor x Carrying Charge Rate

9. A proper rate of return includes three major components that regulators, such as the Virginia
SCC, establish: (1) the return on common equity (“ROE”), which is the annual return that
owners of common stock expect to receive (but which is by no means guaranteed), (2) the
return on debt (“ROD”), which is typically the current interest rate on the company’s long-

term and short-term debt, and (3) the percentage of the company’s capital structure that is

® Amendment of Commission’s Rules and Policies Governing Pole Attachments; Implementation of Section 703(e) of
the Telecommunications Act of 1996, CS Docket No. 97-98; CS Docket No. 97-151, Consolidated Partial Order on
Reconsideration, 16 FCC Rcd 12103, Appendix E-2 (“Reconsideration Order™).

_5_
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accounted for by common equity.” The overall cost of capital, or rate of return, is
approximately equal to:
Rate of return = % common equity x ROE + (1 - % common equity) x ROD

10. Because common equity investors assume more risk than debt (bond) holders, the cost of
common equity (ROE) is higher than the cost of debt (ROD). Accordingly, increasing the
percentage of common equity in the capital structure increases the rate of return (everything
else being equal). For example, the Virginia SCC’s 2013 Order regarding Dominion’s rate of
return, which is described in more detail below, established an ROE of 10 percent, an ROD
of 5.23 percent, and a common equity percentage of 50 percent,® resulting in a rate of return
of 7.62 percent.’ Had the SCC instead (hypothetically) approved a capital structure with 100
percent common equity, the rate of return would have been 10 percent.

11. The rate formula in the Joint Use Agreements is | R
|
.
I "
.

" The capital structure consists of common equity, debt, and in some cases other minor components, such as
preferred stock and investment tax credits, which account for small percentages of the total capital. In Dominion’s
case for 2011-2012, preferred stock accounted for 1.528 percent of the capital structure and investment tax credits
accounted for 0.11 percent of the capital structure. See Virginia State Corporation Commission, Application of
Virginia Electric and Power Company for a 2011biennial review of the rates, terms, and conditions for the provision
of generation, distribution, and transmission services pursuant to § 56-585.1 A of the Code of Virginia, Case No.
PUE-2011-00027, Final Order, November 30, 2011 (“SCC’s 2011 Order™), p. 17, note 52, attached to Verizon’s
Pole Attachment Complaint as Exhibit 26.

® See Virginia State Corporation Commission, Application of Virginia Electric and Power Company for a 2013
biennial review of the rates, terms, and conditions for the provision of generation, distribution, and transmission
services pursuant to § 56-585.1 A of the Code of Virginia, Case No. PUE-2013-00020, Final Order, November 26,
2013 (“SCC’s 2013 Order”), p. 21, attached to Verizon’s Pole Attachment Complaint as Exhibit 25.

%7.62 percent = (0.5 x 10 percent + (1 — 0.5) x 5.23 percent. This calculation does not account for minor
components of Dominion’s capital structure, such as preferred stock and investment tax credits, which account for
small percentages of the total capital. For that reason, | recommend use of a 7.65 percent cost of capital for the time
periods covered by the SCC’s 2013 Order, as it is the value provided by the SCC as the “overall cost of capital of
7.653%” in a subsequent order. See Virginia State Corporation Commission, Petition of Virginia Electric and Power
Company for approval to implement new demand-side management programs and for approval of two updated rate
adjustment clauses pursuant to § 56-585.1 A of the Code of Virginia, Case No. PUE-2013-00072, Final Order, April
29,2014 (“SCC’s 2014 Order”), p. 13, attached to Verizon’s Pole Attachment Complaint as Exhibit 24.

|
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The rates that Dominion has purported to calculate under the FCC formulas are also inflated
because of rates of return that are higher than those provided by the SCC’s orders. Dominion
has contended that the rate of return for the 2011 through 2014 rental years is 11.25 percent
and that the rate of return for the 2015 through 2016 rental years is 10 percent.*? |
understand that parties have used cost data from two years prior to the rental year in question
when comparing FCC rate calculations, which requires inputs (including rates of return) for
the years 2009 through 2014 to calculate rates for rental years 2011 through 2016.* The
rates of return that should be used for these rental years are those that comport with the
SCC’s orders establishing the cost of equity and other components of Dominion’s rates of
return for three two-year periods: 2009 and 2010, 2011 and 2012, and 2013 and 2014. For
the reasons next detailed, the rates of return that should be used are 8.77 percent (2011 and
2012 rental years), 8.23 percent (2013 and 2014 rental years), and 7.65 percent (2015 and
2016 rental years).

For the 2013 and 2014 rental years (using 2011 and 2012 cost data), the SCC’s 2011 Order
sets an overall cost of capital (rate of return) of “approximately 8.234 percent.”** The SCC’s

2011 Order also provides a comprehensive description of the various components of the rate

11

'2 Email Attachment from M. Roberts, Dominion, to S. Mills, Verizon (Sept. 24, 2014), attached to Verizon’s Pole
Attachment Complaint as Exhibit 20.

13 See ibid.
'8CC’s 2011 Order, p. 23.
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of return. In particular, that Order describes, in addition to the overall cost of capital (rate of
return) of “approximately 8.234 percent: (1) a return on common equity of 10.9 percent,*
(2) a capital structure in which common equity accounted for 53.25 percent, and (3) costs
5.418 percent for long-term debt and 0.404 percent for short-term debt.'® The SCC’s 2011
Order also states that the cost of equity for the previous two years (2009 and 2010) was 11.9
percent, which is relevant to the rate of return calculation for the associated 2011 and 2012
rental years.'’

14. For the 2015 and 2016 rental years (using 2013 and 2014 cost data), the SCC’s 2013 Order
provides the three principal components of the rate of return: (1) a return on common equity
of 10.0 percent,*® (2) a capital structure in which common equity accounted for 50 percent,*
and (3) an acceptance of the cost of debt reported by Dominion and Staff witnesses.® This
cost of debt information appears in a schedule available in Dominion’s filing, with the cost of
long-term debt at 5.235 percent.?* These three components produce a rate of return of 7.62
percent (0.5 x 0.1 + 0.5 x 0.05235), which closely approximates the “overall cost of capital of

7.653%” described in a subsequent order that Dominion should use for its calculations.?

 Ibid., p. 23.

18 Ibid., p.17, notes 52 and 53. The SCC’s 2011 Order did not report costs for the remaining two components of the
capital structure: preferred stock (1.528 percent of the capital structure) and investment tax credits (0.11 percent of
the capital structure). However, Dominion’s filing included a schedule that (1) virtually matched the debt costs and
capital structure shares listed in notes 52 and 53 of the SCC’s 2011 Order and (2) included costs of 6.605 percent
and 8.982 percent for the missing components. Indeed, the rate of return (weighted cost of capital) in Dominion’s
schedule of 8.767 percent—based on an ROE of 11.9 percent—is lowered to 8.235 percent (0.08767 — 0.5325 x
(0.119 - 0.109) when the SCC’s adopted ROE of 10.9 percent is used in place 11.9 percent. Application, Direct
Testimony, Exhibits and Schedules of Virginia Electric and Power Company, Case No. PUE-2011-00027, March
31, 2011, Volume 2, Schedule 3, attached to Verizon’s Pole Attachment Complaint as Exhibit 28 (“Dominion’s
Schedule 3”). Further, because the cost of preferred stock and investment tax credits are generally comparable to
the cost of debt, it is reasonable to assume that their cost is the same as the cost of debt (5.22 percent). Using that
assumption, the resulting rate of return is 8.20 percent (0.5325 x 0.109 + 0.4675 x 0.0514), or only three basis points
different than the 8.234 percent rate of return reported in the SCC’s 2011 Order.

'SCC’s 2011 Order , p. 3.
8.SCC’s 2013 Order, p. 10.
Y 1bid., p. 21.

2 Ipid.

2 Dominion’s Schedule 3.
22.8CC’s 2014 Order, p. 13.
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Finally, for the 2011 and 2012 rental years (using 2009 and 2010 cost data) R
|
I (he rate of return can be approximated from: (1) the SCC approved
return of common equity of 11.9 percent for 2009 and 2010 that appears in the SCC’s 2011
Order® and (2) capital share percentages and costs for the other components of the capital
structure provided by Dominion in the proceeding that resulted in the 2011 Order.?* In
particular, the second category of information, which is the same information submitted by
Dominion in the 2011 proceeding that the Commission relied upon in determining the overall
rate of return,”® reports an overall rate of return of 8.767 percent—based on an ROE of 11.9
percent and a common equity share of 53.25 percent. This return remains at 8.767 percent
when the SCC’s previously adopted ROE of 11.9 percent for 2009-2010 is used in place of
the 10.9 percent ROE adopted for 2011-2012.

To summarize, the rates of return consistent with the SCC’s orders that should be used to

calculate just and reasonable rental rates are listed in Table 1 below.

Table 1: Rate of Return Inputs for Calculating Annual Pole Costs

Rate Years Cost Years Rate of Return
2011 and 2012 2009 and 2010 8.77 Percent
2013 and 2014 2011 and 2012 8.23 Percent
2015 and 2016 2013 and 2014 7.65 Percent

17. These rates of return are lower than the rate-of-return input to the Joint Use Agreements’ rate

methodology and to the corresponding inputs Dominion used when it purported to apply the

FCC’s rate methodology. In particular, Dominion’s input was 11.25 percent |l

Y O it
claimed FCC rates for 2011 through 2014, which corresponds to the FCC’s default input for

ILECs. Dominion’s use of the FCC’s default rate of return for these first four years is not

consistent with the inputs required by the FCC, which utilize the authorized rate of return for

#8CC’s 2011 Order, p. 3.

#Dominion’s Schedule 3.

% See, note 16 supra.
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the company.?® Also, as the FCC itself has recognized, the default rate of return that
Dominion employs for rate years 2011 through 2014 is woefully out of date because of
substantial changes that have occurred since 1990.% In particular, in its 2011 Inter-Carrier
Compensation Reform Order, the FCC tentatively concluded that an updated rate of return
should be no higher than 9 percent.”® Subsequently, the staff of the Wireline Competition
Bureau recommended a range from 8.04 percent to 8.72 percent for a reasonable rate of

return.?®

18. Dominion’s input for its claimed FCC rates for 2015 and 2016 is 10 percent, which equals
the SCC’s approved return on equity from the SCC’s 2013 Order.®® This return on equity is
necessarily higher than the overall cost of capital (rate of return) that must be used to
calculate proper annual pole costs. In particular, in rejecting Dominion’s recommendation
that the common equity share in the approved capital structure be higher than the 50 percent
it authorized, the SCC observed:

As noted above, we find for the purpose of setting rates, Dominion’s proposed
ratemaking cost of capital as of December 31, 2012, is not reasonable. In short, a
utility’s cost of capital is primarily comprised of its weighted (1) cost of debt, and
(2) cost of equity, which incorporate the percentages of debt and equity in its
capital structure, and the Company’s customers must pay these costs. Since
equity is typically more expensive than debt, an unreasonably high equity
percentage results in an unreasonable cost of capital and an unreasonably high
cost to ratepayers.*

% “For attachments to poles, where it is claimed that...a rate is unjust or unreasonable,...the complaint shall provide
data and information in support of said claim...The rate of return authorized by the utility for intrastate service.” 47
C.F.R. 8 1.1404(g)(1)(X).

%7 Connect America Fund; A National Broadband Plan for Our Future; Establishing Just and Reasonable Rates for
Local Exchange Carriers; High-Cost Universal Service Support; Developing an Unified Intercarrier Compensation
Regime; Federal-State Board on Universal Service; Lifeline and Link-Up; Universal Service Reform — Mobility
Fund, WC Docket No. 10-90; GN Docket No. 09-51,WC Docket No. 07-135, WC Docket No. 05-337, CC Docket
No. 01-92, CC Docket No. 96-54, WC Docket No. 03-109, WT Docket No. 1-208, Report and Order and Further
Notice of Proposed Rulemaking, 26 FCC Rcd 17663, 11 1046-1047. The Commission noted that it had last
prescribed the authorized interstate rate of return in 1990, reducing it from 12% to 11.25%. “We believe
fundamental changes in the cost of debt and equity since 1990 no longer allow us to conclude that a rate of return of
11.25% is necessarily ‘just and reasonable’ as required by Section 201(b).”

2 |pid., § 1057.

# Federal Communications Commission, Wireline Competition Bureau, Prescribing the Authorized Rate of Return,
Staff Report, WC Docket 10-90, May 16, 2013, p. i.

% See SCC’s 2013 Order, p. 21.
*! Ibid., pp. 21-22.
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In short, Dominion’s use of the cost of equity for rate years 2015 and 2016 would, in effect,
employ a capital structure with 100 percent equity, which for the reasons explained by the
SCC, would produce rates substantially more unreasonable than the SCC prohibited when it
rejected Dominion’s proposed capital structure with 55.02 percent equity for one that was 50

percent equity. >
Space Factor

Assuming that proper inputs (including rate of return) have been used, the difference between
the rate Dominion has demanded under the Joint Use Agreements and the new telecom
rate—the reference point when a joint use agreement does not materially advantage the
ILEC—are the shares of annual pole cost recovered from Verizon in the respective rates:
I crcent in the rates in the Joint Use
Agreements versus 7.4 percent for the new telecom rate. The FCC’s 2011 Report and Order,
by design, intended for the latter percentage to produce rates that closely approximate what
power companies are allowed to charge cable television providers under an alternative rate
formula.

While the new telecom rate and cable rate formulas differ, the 2011 Report and Order clearly
stated that the objective in establishing the new telecom rate was to provide parity with the
cable rate, in particular, that both the cable rate and the new telecom rate recover the same
percentage (approximately 7.4 percent) of pole costs.** The DC Circuit noted this
fundamental objective in upholding the 2011 Report and Order’s “decision to adopt telecom
rates under 88 224(d) & (e) that it has designed to be substantially equivalent to its already
adopted cable rates.”>* The FCC recently reiterated it expectation of rate comparability in
the 2015 Open Internet Order. Responding to concerns that pole owners could use inputs
into the new telecom rate that would result in the new telecom rate being higher than the
cable rate, the FCC explained:

[t]hese parties [NCTA, COMPTEL, and tw telecom] also expressed concern that
the particular illustration used by the Commission in the rule text could be

% Ibid., p. 21.
% 2011 Report and Order, {1 149 and 151.
% Am. Elec. Power Serv. Corp. v. FCC, 708 F.3d 183, 188 (D.C. Cir. 2013), cert. denied, 134 S. Ct. 118 (2013).

- 11 -
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construed as suggesting that the new formula includes only instances where there
are three and five attaching entities, rather than providing the “corresponding cost
adjustments scaled to other entity counts.” We are concerned by any potential
undermining of the gains the Commission achieved by revising the pole
attachment rates paid by telecommunications carriers. We accordingly will be
monitoring marketplace developments following this Order and can and will
promptly take further action in that regard if warranted. *°

21. In fact, Dominion’s actions in this matter and in its filings to the FCC indicate that the FCC’s
concerns are well-founded. In particular, Dominion informed Verizon that it has calculated a
telecom rate of GGG for 2014, which is 70 percent
higher than the corresponding cable rate that Dominion calculates of
I

is the product of Dominion’s apples-to-oranges mixing of the FCC’s cost allocator of 0.66,

—completely undermining the FCC’s parity objective. That result

which was designed to produce parity in urbanized areas when the presumptive average of 5
attaching entities is used, with only 2.6 attaching entities as an input.

22. Further, not only would Dominion’s approach undermine the FCC’s gains from establishing
the new telecom rate, it could also be used to increase rates across the board. In its recent
comments on the NCTA, COMPTEL, and tw telecom proposed space factor revision, a
coalition that includes Dominion asked the Commission to, in effect, raise the rates charged
to cable television providers: “As the Commission has reclassified broadband Internet access
service as a ‘telecommunications service,’ the statute itself provides the level playing field
Congress intended in adopting the 1996 Act: that is, attachments used to deliver broadband

Internet service provided over any network, including cable television systems, are now

*Pprotecting and Promoting the Open Internet, GN Docket No. 14-28, Report and Order on Remand, Declaratory
Ruling, and Order, March 12, 2015, 30 FCC Rcd. 5601, 1 483. NCTA, COMPTEL, and tw telecom proposed a
modification of the FCC’s rule that multiplies the annual pole costs used in the cable formulas by 0.66 in urbanized
areas (with a rebuttable presumption of 5 attaching entities) and 0.44 in non-urbanized areas (with a rebuttable
presumption of 3 attaching entities) so that these factors would assign the same percentage of annual pole costs for
any possible value for the number of attaching entities (all other default inputs remaining the same). See
Implementation of Section 224 of the Act; A National Broadband Plan for Our Future, WC Docket No. 07-245; GN
Docket No. 09-51, Petition for Reconsideration or Clarification of the National Cable and Telecommunications
Association, COMPTEL, and tw telecom inc. (June 8, 2011). Absent such an adjustment to the FCC’s cost factors,
using a smaller number of attaching entities in the new telecom rate formula than reflected in the Commission’s
presumptions, as a number of pole owners have proposed, would produce rates in excess of the corresponding cable
rate.

% Email from A. Hahn, Dominion, to S. Mills, Verizon (Oct. 30, 2013), attached to Verizon’s Pole Attachment
Complaint as Exhibit 4.

- 12 —
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subject to the same Section 224(e) [new telecom] pole attachment rate.”’ Indeed, Dominion
apparently has been charging cable companies rates higher than the cable rate since at least
2008, when it labeled the $6.08 cable rate it was charging as the “rental rate for attachments

5938

to Dominion’s facilities used to provide solely cable service” and reported that there were

only 328 (out of 312,095 cable and 100,454 telecom) such attachments.*

C. Differences between the Joint Use Agreements and Third-Party License
Agreements

23. In addition to proper calculation of the new telecom rate, the Enforcement Bureau requested,
for existing agreements, a quantification of the value of each benefit a power company
claims that an ILEC enjoys under the joint use agreement at issue that its competitors do not
also enjoy under the terms of their license agreements. As a threshold matter, the parties’
Joint Use Agreements were new in 2011, and so are not like the “existing” agreement at issue
in the FPL complaint proceeding where quantification was requested. The Joint Use
Agreements also differ substantially from joint use agreements as characterized in the 2011
Report and Order, and this difference further demonstrates that they are the result of
Dominion’s superior bargaining power. The FCC found that in the past joint use agreements
were commonly structured as cost-sharing arrangements in which no money changed hands
when pole ownership was in parity, which the FCC noted was ILEC pole ownership shares in

the 40 percent to 50 percent range.“’ In contrast, at the rates specified in the Joint Use

%" Reply Comments of CenterPoint Energy Houston Electric LLC, Dominion Virginia Power, Florida Power &
Light Company, and UGI Utilities — Electric Division in Opposition to Petition for Reconsideration, WC Docket No.
07-245, GN Docket No. 09-51, June 15, 2015, p. 5. This coalition also suggests (p. 7) that electric utilities have
successfully rebutted the presumptive averages for attaching entities. In my experience, electric utilities attempting
to increase rates through the use of fewer attaching entities have not provided the type of data required for a
successful rebuttable. In particular, the FCC requires that “The utility shall make available its data, information and
methodology upon which the averages were developed, unless the default averages are used.” (Reconsideration
Order, 1 67.) In contrast, the only information available to Verizon is the following statement by Dominion’s
declarant: “The average number of attachments on Dominion’s facilities used to calculate the telecommunications
rate is 2.6. This average number was determined by a statistical survey performed by a consultant in 2001.”
Declaration of Michael Roberts, Attachment 1 to the Comments of Ameren Services Company and Virginia Electric
Power Company, WC Docket No. 07-245, March 7, 2008, 9 9 (“Roberts 2008 Opening Declaration”).

% Roberts 2008 Opening Declaration, { 8.

% Ibid., 1 3. Dominion reported a 2008 telecommunications rate of $15.67. Ibid., 19. Therefore, if one assumes
Dominion’s annual pole cost calculations have been correct, it may have been charging for the bulk of third party
attachments at a rate 2.6 times ($15.67/$6.08) the FCC’s cable rate from at least 2008 until the 2011 Report and
Order went into effect and at a rate 1.7 times the FCC’s cable rate subsequently.

%2011 Report and Order, { 216, note 651.
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Agreements, substantial sums of money would change hands even if pole ownership were in
the parity range specified by the FCC.

24. In particular, at the initial rates specified in the Joint Use Agreements, Verizon paid
Dominion a total of G i annual net rent
for the 2011 rental year.** Even if ownership shares were in the 58 percent to 42 percent
ownership range that Dominion has claimed existed in 1972,** (which would be within the
range of parity identified by the FCC), Verizon’s net payment to Dominion that year would
have been I for from no money

changing hands. Table 2 shows the calculation of these net rent amounts:

S
[=

*2 Reply Declaration of Michael Roberts, Exhibit A to the Reply Comments of Ameren Services Company and
Virginia Electric Power Company, WC Docket No. 07-245, April 22, 2008, 1 7.
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™ B (s demonstrating Dominion’s exercise of its superior

bargaining power to maintain such high rates.”> The fact that even if pole ownership shares
were at parity levels, Verizon would still owe a net payment to Dominion of |l
I o shown above, also demonstrates
Dominion’s superior bargaining power. Indeed, even if Verizon were the majority pole
owner, the Joint Use Agreements would require Verizon to continue to make an annual net

payment to Dominion until Verizon owned 69% of the joint use poles.*® This is so even

** While Verizon’s annual pole costs would increase if ownership were at a parity level, e.g., to reflect the
installation of new poles and/or the purchase of Dominion’s poles, the rates charged for Dominion’s attachments on

Verizon’s poles, | /0Ud ot change to

reflect the cost increase.

" |
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though Dominion’s facilities are allocated at least
I the amount of space on a joint use pole.*’

. The Joint Use Agreements also differ from the typical characterization of joint use

agreements in that what is generally the single biggest purported advantage claimed by
electric utilities—the allegation that joint use agreements have resulted in taller poles that
minimize the make-ready work requirements to accommodate ILEC attachments relative to
third party attachments**—does not come into play. In particular, | understand that the
make-ready work provisions of the Joint Use Agreements do not differ materially from those
of third party agreements. Indeed, Dominion has not even mentioned this issue, either in the

current matter or in previous filings in FCC pole attachment proceedings.

. In fact, Dominion’s rate proposal in its 2008 filing in the FCC’s pole attachment proceeding

implies that it was previously Dominion’s position that the only material difference between
joint use agreements and third party license agreements is the greater amount of space
purportedly occupied by ILEC attachments. In particular, Dominion’s Proportionate

49 would

Allocation Rate, which Dominion’s declarant characterized as “fair and equitable,
allocate 3.87 percent more annual pole costs to an ILEC, solely based on purportedly greater
space use.” Such a difference is equivalent to a difference of $3.13 between ILEC and third
party rates for the 2016 rate year. Further, because that difference appears to be the result of
assigning on the order of 1.5 more feet for ILEC attachments, Dominion’s approach would
produce a smaller rate differential if the difference in space use were smaller than 1.5 feet.”*
For example, if Verizon uses 1.25 feet and a third party uses 1 foot, the 0.25 foot differential
is only one-sixth of what Dominion apparently assumed, resulting in a rate differential of

$0.52 (3.13/6).

S
~

*® See, for example, Memorandum Opinion and Order, {{ 18 and 24.
*° Roberts 2008 Opening Declaration, { 13.
0 Ibid., 1 14.

> Assigning 3.87 percent more annual cost implies the occupancy of about 1.45 (0.0387 x 37.5) more feet of a 37.5
foot pole.
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28. In summary, the lack of material advantages in the Joint Use Agreements relative to third
party agreements leads to the conclusion that the just and reasonable rate for Verizon’s
attachments to Dominion’s poles should not differ (or should only differ minimally) from the
properly-calculated new telecom rate (or the cable rate). In no event should the just and
reasonable rate meet or exceed the pre-existing telecom rate, which the 2011 Report and
Order sets as an appropriate upper bound reference point for the just and reasonable rate

charged Verizon.

Tnmolhy] Tardiff’”
Dated: August 3, 2(

. (L imib] [

Sworn to before me this 3rd day of August, 2015.

CLnr AINBs P OUHN
Notary Public

£ ANN MARIE POWER
Notary Public. Commonwealth of Massachusetts
@ My Commission Expires December 3. 2021
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Professional Summary

Dr. Timothy J. Tardiff has more than 30 years of academic and consulting experience. He has
participated in numerous legal and regulatory proceedings regarding telecommunications,
economics, intellectual property antitrust, and regulation issues. His research consulting, and
expert witness experience in telecommunications has addressed pricing and costing issues
involving increasingly competitive services, such as wireless and traditional wireline services.
This experience has also included extensive examination and economic evaluation of all facets
of the costing methodologies used to establish prices in rate-regulated industries—including
expert reports and testimonies in a U.S. Department of Transportation proceeding on the
reasonableness from an economic perspective of the rates international carriers at Los Angeles
International Airport pay for use of terminal space. His work has included the
telecommunications, software, transportation, energy, and public utility industries, and he has
published extensively in economics, telecommunications, and transportation journals.

Dr. Tardiff is an economic consultant with clients in the telecommunications and regulated
utilities industries. From 2006 to 2009, he was a Managing Director at Huron Consulting Group.
Prior to joining Huron, Dr. Tardiff served as a vice president in the telecommunication practice
at NERA Economic Consulting. During his career, he has served as the director of Marketing
Research and senior member of the transportation practice at Charles River Associates, Inc. and
assistant professor in the Department of Civil Engineering and Division of Environmental
Studies at the University of California, Davis.

Dr. Tardiff’s research has addressed the demand, cost, and competitive aspects of converging
technologies, including wireless and broadband. He has evaluated pricing policies for
increasingly competitive telecommunications markets, including appropriate mechanisms for
pricing access services to competitors and studied actual and potential competition for services
provided by incumbent telephone operating companies. Most recently, he has analyzed the
effects of convergence and growing intermodal competition on whether incumbent firms
should be considered dominant in the provision of certain services and the regulatory and
antitrust implication of such determinations.
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Since the passage of the United States Telecommunications Act, Dr. Tardiff has participated in
interconnection arbitrations, unbundled element proceedings, universal service investigation,
applications by incumbent local exchange carriers for authorization to provide interLATA long-
distance, and implementation of the Triennial Review Order rules for unbundling network
elements in over 25 states and before the United States Federal Communications Commission.
His international research and consulting experience includes studies and expert reports on
telecommunication competition issues in Canada, Japan, New Zealand, Peru, Australia, and
Trinidad and Tobago, where he was an economic expert in an interconnection arbitration
between two wireless carriers.

Education

Ph.D., Social Sciences, University of California, Irvine, CA

B.S., Mathematics, California Institute of Technology, Pasadena, CA
Testimony experience

Affidavit of Timothy J. Tardiff on the economic evaluation of the monetary value of possible
joint use agreement advantages, prepared for filing with the Federal Communications
Commission on behalf of Verizon Florida, Verizon Florida LLC, Complainant v. Florida Power
and Light Company, Respondent, Docket No. 15-73, File No. EB-15-MD-002, March 13,
2015.

Reply Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications, Commonwealth Telephone Company d/b/a Frontier
Communications Commonwealth Telephone Company and CTSI, LLC d/b/a Frontier
Communications CTSI Company, LLC, Complainants v. UGI Utilities — Electric Division,
Respondent, File No. EB-14-MD-007, September 15, 2014.

Reply Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications, Commonwealth Telephone Company LLC d/b/a Frontier
Communications Commonwealth Telephone Company, Frontier Communications of
Breezewood, LLC, Citizens Telecommunications Company of West Virginia d/b/a Frontier
Communications Company of West Virginia, and Frontier West Virginia Inc., Complainants,
v. Metropolitan Edison Company, Pennsylvania Electric Company, West Penn Power
Company d/b/a Allegheny Power , Monongahela Power Company, and the Potomac Edison
Company, Respondents, File No. EB-14-MD-008, July 31, 2014.

Supplemental Expert Report, Duke Energy Carolinas, LLC, Plaintiff v. Frontier
Communications of the Carolinas LLC, Defendant, 2:13-cv-00040-MR-DLH, U.S. District
Court for the Western District of North Carolina, June 27, 2014.
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Deposition Testimony, Florida Power & Light Company, Plaintiff v. Verizon Florida LLC,
Defendant, Case No. 13-014808-CA-01, Circuit Court of the Eleventh Judicial District in and
for Miami-Dade County, Florida, June 24, 2014.

Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications, Commonwealth Telephone Company LLC d/b/a Frontier
Communications Commonwealth Telephone Company, Frontier Communications of
Breezewood, LLC, Citizens Telecommunications Company of West Virginia d/b/a Frontier
Communications Company of West Virginia, and Frontier West Virginia Inc., Complainants,
v. Metropolitan Edison Company, Pennsylvania Electric Company, West Penn Power
Company d/b/a Allegheny Power , Monongahela Power Company, and the Potomac Edison
Company, Respondents, File No. EB-14-MD-008, June 11, 2014.

Expert Report, Florida Power & Light Company, Plaintiff v. Verizon Florida LLC, Defendant,
Case No. 13-014808-CA-01, Circuit Court of the Eleventh Judicial District in and for Miami-
Dade County, Florida, May 15, 2014.

Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications, Commonwealth Telephone Company d/b/a Frontier
Communications Commonwealth Telephone Company and CTSI, LLC d/b/a Frontier
Communications CTSI Company, LLC, Complainants v. UGI Utilities — Electric Division,
Respondent, File No. EB-14-MD-007, May 14, 2014.

Expert Report, Duke Energy Carolinas, LLC, Plaintiff v. Frontier Communications of the
Carolinas LLC, Defendant, 2:13-cv-00040-MR-DLH, U.S. District Court for the Western
District of North Carolina, April 1, 2014.

Reply Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications of the Carolinas, Frontier Communications of the Carolinas, LLC,
Complainant v. Duke Energy Carolinas, LLC, Defendant, File No. File No. EB-14-MD-002,
March 20, 2014.

Reply Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications of the Carolinas, Frontier Communications of the Carolinas, LLC,
Complainant v. Duke Energy Carolinas, LLC, Defendant, File No. File No. EB-14-MD-001,
March 18, 2014.

Expert Report, Tampa Electric Company, Plaintiff v. Verizon Florida LLC, Defendant, Civil
Action No. 12-016349, Circuit Court, Hillsborough County, Florida, Civil Division, February
24,2014,

Reply Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications of the Carolinas, Frontier Communications of the Carolinas, LLC,
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Complainant v. Duke Energy Progress, Inc., Defendant, File No. EB-13-MD-007, February 11,
2014.

Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications of the Carolinas, Frontier Communications of the Carolinas, LLC,
Complainant v. Duke Energy Carolinas, LLC, Defendant, File No. No. EB-14-MD-002, January
29, 2014.

Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications of the Carolinas, Frontier Communications of the Carolinas, LLC,
Complainant v. Duke Energy Carolinas, LLC, Defendant, File No. File No. EB-14-MD-001,
January 17, 2014.

Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier Communications of the Carolinas, Frontier Communications of the Carolinas, LLC,
Complainant v. Duke Energy Progress, Inc., Defendant, File No. EB-13-MD-007, December 9,
2013.

Deposition Testimony, Tri-County Electric Cooperative, Inc., Plaintiff v. GTE Southwest d/b/a
Verizon Southwest, Defendant, Cause No. CV-10-1865, District Court, Parker County, Texas,
43" Judicial District, September 11, 2013.

Expert Rebuttal Report, Tri-County Electric Cooperative, Inc., Plaintiff v. GTE Southwest
d/b/a Verizon Southwest, Defendant, Cause No. CV-10-1865, District Court, Parker County,
Texas, 43" Judicial District, August 30, 2013.

Expert Report, Tri-County Electric Cooperative, Inc., Plaintiff v. GTE Southwest d/b/a Verizon
Southwest, Defendant, Cause No. CV-10-1865, District Court, Parker County, Texas, 43
Judicial District, August 21, 2013.

Direct Testimony of Timothy J. Tardiff on antitrust and community impacts, prepared for
filing with the Montana Commissioner of Securities and Insurance on behalf of the Office of
the Commissioner of Securities and Insurance, Case No: INS-2012-238, February 8, 2013.

Deposition Testimony, Montana Commissioner of Securities and Insurance Case No: INS-
2012-238, February 1, 2013.

Deposition Testimony, Texas Public Utility Commission Docket No. 38389, July 16, 2012.

Affidavit of Timothy J. Tardiff on presumptive just and reasonable rates for pole
attachments, prepared for filing with the Federal Communications Commission on behalf of
Frontier West Virginia, Frontier West Virginia, Inc., Complainant v. Appalachian Power and
Wheeling Power, Defendants, File No. EB-12-MD-004, , June 22, 2012.

Rebuttal Testimony of Timothy J. Tardiff on the rate for wholesale services provided to
competitive local exchange carriers, prepared for filing with the Texas Public Utility
Commission on behalf of AT&T Texas, Docket No. 38389, May 11, 2012.
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Affidavit of Timothy J. Tardiff on statistical sampling issues, on behalf of Albert Pecherek,
M.D., Medicare Appeal Number: 1-691874218, ALJ Appeal No. 1-750870135, September 16,
2011.

Expert Report, Qwest Communications Corporation, Complainant v. Farmers and Merchants
Telephone Company, Defendant, File No. EB-07-MD-001, Federal Communications
Commission, November 30, 2010.

Affidavit of Timothy J. Tardiff on the reasonableness of dominant carrier regulation for fixed
line services, Telecommunications Services of Trinidad and Tobago, Claimant and
Telecommunications Authority of Trinidad and Tobago, Defendant, Claim No. CV2010-
02389, High Court of Justice, Republic of Trinidad and Tobago, September 29, 2010.

“The Economics of Access Stimulation: Economic Evaluation of the ‘Fact Report’ by Drs. Alan
Pearce and W. Brian Barrett,” ex parte filing with the Federal Communications Commission
on behalf of Qwest Communications International, WC Docket No. 07-135, August 5, 2010.

Statement of Timothy Tardiff on the regulation of retail local telephone services, prepared
for filing with the Commonwealth Public Utilities Commission, Commonwealth of the
Northern Mariana Islands on behalf of the Micronesian Telecommunications Corporation,
CPUC Docket No.09-3, July 30, 2010.

Reply Declaration of Timothy J. Tardiff and Dennis L. Weisman on an analytical framework
for evaluating the competitiveness of special access services, prepared for filing with the
Federal Communications Commission on behalf of Qwest Communications International,
WC Docket No. 05-25, RM-10593, February 24, 2010.

Declaration of Timothy J. Tardiff and Dennis L. Weisman on an analytical framework for
evaluating the competitiveness of special access services, prepared for filing with the
Federal Communications Commission on behalf of Qwest Communications International,
W(C Docket No. 05-25, RM-10593, January 19, 2010

Reply Declaration of Timothy J. Tardiff and Dennis L. Weisman on the economics of
forbearance from regulating certain wholesale services, prepared for filing with the Federal
Communications Commission on behalf of Qwest Communications International, WC
Docket No. 09-135, October 21, 2009. (Includes Dennis L. Weisman and Timothy J. Tardiff,
“Principles of Competition and Regulation for the Design of Telecommunications Policy”).

Deposition Testimony, Florida Power Corporation d/b/a Progress Energy Florida, Inc.,
Plaintiff v. Verizon Florida LLC, Defendant, Case No: 08-013358, Circuit Court in and for
Hillsborough County, Florida Civil Division, August 27, 2009.

Expert Rebuttal Report, Florida Power Corporation d/b/a Progress Energy Florida, Inc.,
Plaintiff v. Verizon Florida LLC, Defendant, Case No: 08-013358, Circuit Court in and for
Hillsborough County, Florida Civil Division, August 4, 2009 (with Matthew G. Medlin).

Expert Report, Florida Power Corporation d/b/a Progress Energy Florida, Inc., Plaintiff v.
Verizon Florida LLC, Defendant, Case No: 08-013358, Circuit Court in and for Hillsborough
County, Florida Civil Division, July 21, 2009.
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Reply Declaration of Timothy J. Tardiff and Dennis L. Weisman on the competiveness of
Commercial Mobile Radio Services, prepared for filing with the Federal Communications
Commission, WT Docket No. 09-66, July 13, 2009.

Declaration of Timothy J. Tardiff on the economics of whether traffic stimulation
arrangements violate the prohibition in Section 254(k) of the 1996 Telecommunications Act
against noncompetitive services subsidizing competitive services, ex parte filing with the
Federal Communications Commission on behalf of Qwest Communications International,
W(C Docket No. 07-135, January 6, 2009.

Direct Testimony on pole attachment rates prepared for filing on with the West Virginia
Public Service Commission on behalf of Verizon, West Virginia, Inc., Case No. 07-1279-E-C
(panel testimony), June 4, 2008.

Direct and cross-examination of Timothy Tardiff on deregulation of single line retail
telephone services, before the lowa Utilities Board on behalf of lowa Telecom, Docket No.
INU-08-1, May 21, 2008.

Counterstatement of Timothy Tardiff and Harold Ware on deregulation of single line retail
telephone services, prepared for filing with the lowa Utilities Board on behalf of lowa
Telecom, Docket No. INU-08-1, April 28, 2008.

Statement of Timothy Tardiff and Harold Ware on deregulation of single line retail
telephone services, prepared for filing with the lowa Utilities Board on behalf of lowa
Telecom, Docket No. INU-08-1, March 17, 2008.

Reply Declaration of Timothy J. Tardiff on reasonable carrier access rates for rural
telecommunications carriers, prepared for filing with the Federal Communications
Commission on behalf of Qwest Communications International, WC Docket No. 07-135,
January 16, 2008.

Declaration of Timothy J. Tardiff on reasonable carrier access rates for rural
telecommunications carriers, prepared for filing with the Federal Communications
Commission on behalf of Qwest Communications International, WC Docket No. 07-135,
December 17, 2007.

Reply Expert Report of Dr. Timothy J. Tardiff on interconnection costs and rates,” prepared
for filing with the Telecommunications Authority of Trinidad and Tobago on behalf of
Telecommunications Services of Trinidad and Tobago Limited, Reference No: 4/7/06/4,
September 25, 2007.

Expert Report of Dr. Timothy J. Tardiff on interconnection costs and rates,” prepared for
filing with the Telecommunications Authority of Trinidad and Tobago on behalf of
Telecommunications Services of Trinidad and Tobago Limited, Reference No: 4/7/06/4,
August 24, 2007.

Expert Report of Daniel P. Wikel and Timothy J. Tardiff on airport terminal rental rates,
prepared for filing with the Office of the Secretary, United States Department of
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Transportation on behalf of Tom Bradley International Terminal Airlines, Docket No. OST-
2007-28118, April 30, 2007.

Joint Expert Supplemental Report of Daniel P. Wikel and Timothy J. Tardiff on airport
terminal rental rates, prepared for filing with the Office of the Secretary, United States
Department of Transportation on behalf of Tom Bradley International Terminal Airlines,
Docket No. OST-2007-27331, April 6, 2007.

Joint Expert Reply Report of Daniel P. Wikel and Timothy J. Tardiff on airport terminal rental
rates, prepared for filing with the Office of the Secretary, United States Department of
Transportation on behalf of Tom Bradley International Terminal Airlines, Docket No. OST-
2007-27331, March 5, 2007.

Expert Report of Daniel P. Wikel and Timothy J. Tardiff on airport terminal rental rates,
prepared for filing with the Office of the Secretary, United States Department of
Transportation on behalf of Tom Bradley International Terminal Airlines, Docket No. OST-
2007-27331, February 23, 2007.

Rebuttal Testimony of Timothy Tardiff and Harold Ware on predatory pricing and price
discrimination allegations, prepared for filing with the lowa Utilities Board on behalf of lowa
Telecom, Docket No. FCU 06-48, December 1, 2006.

Rebuttal Testimony of Timothy Tardiff and Harold Ware on predatory pricing and price
squeeze allegations, prepared for filing with the lowa Utilities Board on behalf of lowa
Telecom, Docket No. FCU 06-42, August 8, 2006.

“Response to Digicel’s Economic Analysis of Interconnection Costs and Rates,” prepared for
filing with the Telecommunications Authority of Trinidad and Tobago on behalf of
Telecommunications Services of Trinidad and Tobago Limited, Reference No: 4/7/06/1 (with
Agustin J. Ros), May 12, 2006.

“Report on Interconnection Costs in Trinidad and Tobago,” prepared for filing with the
Telecommunications Authority of Trinidad and Tobago on behalf of Telecommunications
Services of Trinidad and Tobago Limited, Reference No: 4/7/06/1 (with Agustin J. Ros), May
4, 2006.

“Benchmarking Mobile Termination Rates: Evaluation of the .econ Report,” prepared for
filing with the Telecommunications Authority of Trinidad and Tobago on behalf of
Telecommunications Services of Trinidad and Tobago Limited, Reference No: 4/7/06/1 (with
Agustin J. Ros), February 10, 2006.

Rebuttal Testimony of Timothy J. Tardiff on the use price floors for retail services, prepared
for filing with the California Public Utilities Commission on behalf of Verizon California,
Rulemaking 93-04-003, Investigation 93-04-0002, April 1, 2005.

Rebuttal Testimony of Timothy J. Tardiff in support of the proposal of Pacific Bell Telephone
Company (SBC California) to rebalance NIC Revenues, Rulemaking 03-08-018, March 21,
2005.
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Statement of William Taylor and Timothy Tardiff on alternative intercarrier compensation
payment mechanisms for Voice over Internet Protocol long-distance calls, “Analysis of QSI
Study,” prepared for filing with the Federal Communications Commission on behalf of the
United States Telecom Association, Docket No. 03-266, March 4, 2005.

Panel Rebuttal Testimony of Timothy J. Tardiff, Francis J. Murphy, and Christian M. Dippon
on the use of the HAI, Release 5.3 Model for unbundled network elements costs, prepared
for filing with the California Public Utilities Commission on behalf of Verizon California,
Rulemaking 93-04-003, Investigation 93-04-0002, November 9, 2004.

Reply Declaration of Alfred E. Kahn and Timothy Tardiff on alternative rules for unbundling
network elements, prepared for filing with the Federal Communications Commission on
behalf of Verizon, WC Docket No. 04-313, October 19, 2004.

Declaration of Alfred E. Kahn and Timothy Tardiff on alternative rules for unbundling
network elements, prepared for filing with the Federal Communications Commission on
behalf of Verizon, WC Docket No. 04-313, October 4, 2004.

Declaration of William E. Taylor, Timothy J. Tardiff, and Harold Ware on the sunset of BOC
separate affiliate and related requirements, ex parte communication prepared for filing
with the Federal Communications Commission on behalf of BellSouth, SBC, and Verizon, WC
Docket No. 02-112 and CC Docket No. 00-175, August 10, 2004.

Reply Testimony of Timothy J. Tardiff on the use of the HAI, Release 5.3 Model for
unbundled network elements costs, prepared for filing with the California Public Utilities
Commission on behalf of Verizon California, Rulemaking 93-04-003, Investigation 93-04-
0002, August 6, 2004.

Supplemental Reply Testimony of Timothy J. Tardiff on the use of the HAI, Release 5.3
Model for unbundled network elements costs, prepared for filing with the Washington
Utilities and Transportation Commission on behalf of Verizon Northwest, Docket No. UT-
023003, June 18, 2004.

Rebuttal Testimony of Timothy J. Tardiff on the use of the HAI, Release 5.3 Model for
unbundled network elements costs, prepared for filing with the Washington Utilities and
Transportation Commission on behalf of Verizon Northwest, Docket No. UT-023003, May
12, 2004.

Reply Declaration of Timothy J. Tardiff on the use of the HAI, Release 5.3 Model for
unbundled network elements costs, prepared for filing with the Washington Utilities and
Transportation Commission on behalf of Verizon Northwest, Docket No. UT-023003, April
26, 2004.

Reply Testimony of Timothy J. Tardiff concerning geographic market definition, prepared for
filing with the Indiana Utility Regulatory Commission on behalf of SBC Indiana, Cause No.
42500, February 13, 2004.
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Direct Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the Oklahoma State Corporation Commission on behalf of SBC Oklahoma,
Cause No. 200300646, February 11, 2004.

Rebuttal Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the Indiana Utility Regulatory Commission on behalf of SBC Indiana, Cause No.
42500, January 30, 2004.

Reply Declaration of Howard Shelanski and Timothy Tardiff on the review of rules for pricing
unbundled network elements, prepared for filing with the Federal Communications
Commission on behalf of Verizon, WC Docket No. 03-173, January 30, 2004.

Direct Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the Indiana Utility Regulatory Commission on behalf of SBC Indiana, Cause No.
42500, January 16, 2004.

Rebuttal Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the Missouri Public Service Commission on behalf of SBC Missouri, Case No.
TO-2004-0207 Phase I, January 16, 2004.

Reply Testimony of Timothy J. Tardiff concerning geographic market definition, prepared for
filing with the California Public Utilities Commission on behalf of SBC California, Rulemaking
95-04-043, Investigation 95-04-044, January 16, 2004.

Direct Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the Missouri Public Service Commission on behalf of SBC Missouri, Case No.
TO-2004-0207 Phase |, December 18, 2003.

Declaration of Alfred E. Kahn and Timothy Tardiff on the review of rules for pricing
unbundled network elements, prepared for filing with the Federal Communications
Commission on behalf of Verizon, WC Docket No. 03-173, December 16, 2003.

Direct Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the California Public Utilities Commission on behalf of SBC California,
Rulemaking 95-04-043, Investigation 95-04-044, December 12, 2003.

Direct Testimony of Timothy J. Tardiff concerning geographic market definition, prepared
for filing with the Public Utilities Commission of Ohio on behalf of SBC Ohio, Case No. 03-
2040-TP-COI, November 12, 2003.

Statement of Timothy J. Tardiff on the Commission’s Telecommunications Service
Obligation (TSO) Model, prepared for filing with the New Zealand Commerce Commission
on behalf of Telecom Corporation of New Zealand, May 20, 2003.

Rebuttal Declaration of Timothy J. Tardiff on the use of the HAI, Release 5.3 Model for
unbundled network elements costs, prepared for filing with the California Public Utilities
Commission on behalf of SBC California, Application Nos. 01-02-024, 01-02-035, 02-02-031,
02-02-032, and 02-03-002, March 12, 2003.
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Reply Declaration of Timothy J. Tardiff on the use of the HAI, Release 5.3 Model for
unbundled network elements costs, prepared for filing with the California Public Utilities
Commission on behalf of SBC California, Application Nos. 01-02-024, 01-02-035, 02-02-031,
02-02-032, and 02-03-002, February 7, 2003.

Affidavit of Timothy J. Tardiff on the use of the FCC's Synthesis Model to calculate
unbundled network switching and transport prices, prepared for filing with the Regulatory
Commission of Alaska, on behalf of Alaska Communications Systems, Docket No. U-96-89,
December 20, 2002.

Declaration of Timothy J. Tardiff in support of the Petition of Verizon for Forbearance From
The Prohibition Of Sharing Operating, Installation, and Maintenance Functions Under
Section 53.203(a)(2) Of The Commission’s Rules, CC Docket No. 96-149, September 24,
2002.

Affidavit of Timothy J. Tardiff on unbundled network element pricing, prepared for filing
with the Federal Communications Commission on behalf of ACS, WC Docket No. 02-201,
July 24, 2002.

Reply Declaration of Alfred E. Kahn and Timothy J. Tardiff in the triennial review of
unbundled network elements, prepared for filing with the Federal Communications
Commission on behalf of Verizon, CC Docket Nos. 01-338, 96-98, and 98-147, July 17, 2002.

Statement of Alfred E. Kahn and Timothy J. Tardiff on funding the telecommunications
service (universal service) obligation, prepared for filing with the New Zealand Commerce
Commission on behalf of Telecom Corporation of New Zealand, June 10, 2002.

Supplemental Surrebuttal Testimony of Timothy Tardiff and Francis Murphy on the use of
the FCC’s Synthesis Model for evaluating the costs of unbundled network elements,
prepared for filing with the Florida Public Service Commission on behalf of Verizon-Florida,
Docket No. 990649B-TP, April 22, 2002.

Surrebuttal Testimony of Timothy Tardiff and Francis Murphy on the use of the FCC's
Synthesis Model for evaluating the costs of unbundled network elements, prepared for
filing with the Florida Public Service Commission on behalf of Verizon-Florida, Docket No.
990649B-TP, March 18, 2002.

Surrebuttal Testimony of Howard Shelanski and Timothy Tardiff on economic principles for
determining the costs of unbundled network elements, prepared for filing with the
Pennsylvania Public Utility Commission on behalf of Verizon-Pennsylvania, Docket No. R-
00016683, February 8, 2002.

Surrebuttal Testimony of Timothy J. Tardiff and Joseph A. Gansert on the application of the
Modified Synthesis Model for the costs of unbundled network elements, prepared for filing
with the Pennsylvania Public Utility Commission on behalf of Verizon-Pennsylvania, Docket
No. R-00016683, February 8, 2002.

Rebuttal Testimony of Howard Shelanski and Timothy Tardiff on economic principles for
determining the costs of unbundled network elements, prepared for filing with the

Advanced Analytical Consulting Group, Inc. 10



PUBLIC VERSION

Pennsylvania Public Utility Commission on behalf of Verizon-Pennsylvania, Docket No. R-
00016683, January 11, 2002.

Rebuttal Testimony of Timothy J. Tardiff on the application of the Modified Synthesis Model
for the costs of unbundled network elements, prepared for filing with the Pennsylvania
Public Utility Commission on behalf of Verizon-Pennsylvania, Docket No. R-00016683,
January 11, 2002.

Declaration of Alfred E. Kahn and Timothy J. Tardiff submitted to the U.S. Federal
Communications Commission on behalf of Verizon regarding broadband regulation,
December 18, 2001.

Supplemental Rebuttal Testimony of Timothy J. Tardiff on the application of the Modified
Synthesis Model for the costs of unbundled network elements, prepared for filing with the
Federal Communications Commission on behalf of Verizon-Virginia, CC Docket Nos. 00-218,
00-249, and 00-251, November 16, 2001.

Declaration of Timothy J. Tardiff on the use of the HAI, Release 5.2a for deriving an
unbundled switch cost reduction, prepared for filing with the California Public Utilities
Commission on behalf of Pacific Bell, October 30, 2001.

Declaration of Timothy J. Tardiff on the use of the HAI, Release 5.2a for deriving an
unbundled loop cost reduction, prepared for filing with the California Public Utilities
Commission on behalf of Pacific Bell, October 19, 2001.

Surrebuttal Testimony of Howard Shelanski and Timothy J. Tardiff on economic principles
for determining the costs of unbundled network elements, prepared for filing with the
Federal Communications Commission on behalf of Verizon-Virginia, CC Docket Nos. 00-218,
00-249, and 00-251, September 21, 2001.

Rebuttal Testimony of Timothy J. Tardiff on the application of the Modified Synthesis Model
for the costs of unbundled network elements, prepared for filing with the Maryland Public
Service Commission on behalf of Verizon-Maryland, Case No. 8879, September 5, 2001.

Declaration of Timothy J. Tardiff on the use of the HAI, Release 5.2a and Modified Synthesis
Models for unbundled loop and switch costs, prepared for filing with the California Public
Utilities Commission on behalf of Pacific Bell, September 4, 2001.

Rebuttal Testimony of Timothy J. Tardiff on the application of the Modified Synthesis Model
for the costs of unbundled network elements, prepared for filing with the Federal
Communications Commission on behalf of Verizon-Virginia, CC Docket Nos. 00-218, 00-249,
and 00-251, August 27, 2001.

Affidavit of Timothy J. Tardiff on the use of proxy costs models for unbundled network
elements, prepared for filing with the Regulatory Commission of Alaska, on behalf of Alaska
Communications Systems, Docket No. U-96-89, July 27, 2001.

Rebuttal Testimony of Timothy J. Tardiff on the application of the Hatfield Model for the
costs of unbundled network elements, prepared for filing with the Massachusetts
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Department of Telecommunications and Energy on behalf of Verizon-Massachusetts,
Docket No. D.T.E. 01-20, July 18, 2001.

Rebuttal Testimony of Timothy J. Tardiff on the application of the Hatfield Model for the
costs of unbundled network elements, prepared for filing with the New Jersey Board of
Public Utilities on behalf of Verizon-New Jersey, Docket No. TO00060356, October 12, 2000.

Supplemental Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled
network elements, prepared for filing with the State of Maine Public Utilities Commission
on behalf of Bell Atlantic-Maine, Case No. 97-505, October 10, 2000.

Public Interest Affidavit before the Federal Communications Commission in the matter of
Application of SBC Communications Inc. Nevada Bell Telephone Company and Southwestern
Bell Communications Services, Inc. d/b/a Nevada Bell Long Distance for Provision of In-
Region InterLATA Services in Nevada (with Alfred E. Kahn), July 24, 2000.

Responsive Testimony on the HAI Model of unbundled network elements, prepared for
filing with the New York Public Service Commission on behalf of Bell Atlantic-New York,
Case 98-C-1357 (filed as part of panel testimony), June 26, 2000.

Affidavit of Timothy J. Tardiff on avoided cost discounts for wholesale services, prepared for
filing with the Regulatory Commission of Alaska, on behalf of Alaska Communications
Systems, Docket Nos. U-99-141, U-99-142 and U-99-143, April 17, 2000.

Third Affidavit of Timothy J. Tardiff on costs models for unbundled network elements,
prepared for filing with the Regulatory Commission of Alaska, on behalf of Alaska
Communications Systems, Docket Nos. U-99-141, U-99-142 and U-99-143, March 24, 2000.

Second Affidavit of Timothy J. Tardiff on costs models for unbundled network elements,
prepared for filing with the Regulatory Commission of Alaska, on behalf of Alaska
Communications Systems, Docket Nos. U-99-141, U-99-142 and U-99-143, February 25,
2000.

Rebuttal Testimony of Timothy J. Tardiff on collocation costs models, prepared for filing
with the Delaware Public Service Commission on behalf of Bell Atlantic-Delaware, Docket
No. 99-251, February 24, 2000.

Affidavit of Timothy J. Tardiff on costs models for unbundled network elements, prepared
for filing with the Regulatory Commission of Alaska, on behalf of Alaska Communications
Systems, Docket Nos. U-99-141, U-99-142 and U-99-143, February 11, 2000.

Public Interest Affidavit before the Federal Communications Commission in the matter of
Application of SBC Communications Inc. Southwestern Bell Telephone Company and
Southwestern Bell Communications Services, Inc. d/b/a Southwestern Bell Long Distance for
Provision of In-Region InterLATA Services in Texas (with Alfred E. Kahn), January 10, 2000.

Rebuttal Testimony of Timothy J. Tardiff on collocation costs models, prepared for filing
with the Pennsylvania Public Utility Commission on behalf of Bell Atlantic-Pennsylvania,
Docket Nos. R-00994697 and R-00994697C0001, December 21, 1999.
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“Relaxed Regulation of High Capacity Services in Phoenix and Seattle: The Time is Now,”
prepared for filing with the Federal Communications Commission on behalf of US WEST
Communications, Petitions of US WEST Communications for Forbearance from Regulation
as a Dominant Carrier in the Phoenix and Seattle MSAs (with Alfred E. Kahn), July 21, 1999.

Rebuttal Testimony of Timothy J. Tardiff on the HAI Model of unbundled network elements,
prepared for filing with the Pennsylvania Public Utility Commission on behalf of Bell
Atlantic-Pennsylvania, Docket Nos. P-00991648 and P-00991649, June 15, 1999.

“High Capacity Competition in Seattle: Reply to Comments of Intervening Parties,” prepared
for filing with the Federal Communications Commission on behalf of US WEST
Communications, Petition of US WEST Communications for Forbearance from Regulation as
a Dominant Carrier in the Seattle, Washington MSA (with Alfred E. Kahn), March 10, 1999.

Rebuttal Testimony of Timothy J. Tardiff on collocation costs models, prepared for filing
with the California Public Utilities Commission on behalf of Pacific Bell, February 8, 1999.

Surrebuttal Testimony of Alfred E. Kahn and Timothy J. Tardiff filed with the Missouri Public
Service Commission, in support of the Applications of SBC Communications, Inc.,
Southwestern Bell Telephone Company, and Southwestern Bell Communications Services,
Inc., for Provision of In-Region InterLATA Services in Missouri, Docket No. TO 99-227,
February 4, 1999.

Rebuttal Testimony of Timothy J. Tardiff on the HAI Model of unbundled network elements,
prepared for filing with the Rhode Island Public Utilities Commission on behalf of Bell
Atlantic-Rhode Island, Docket No. 2681, January 15, 1999.

Reply Testimony of Timothy J. Tardiff on collocation costs models, prepared for filing with
the California Public Utilities Commission on behalf of Pacific Bell, January 11, 1999.

“Economic Evaluation of High Capacity Competition in Seattle,” prepared for filing with the
Federal Communications Commission on behalf of US WEST Communications, Petition of US
WEST Communications for Forbearance from Regulation as a Dominant Carrier in the
Seattle, Washington MSA (with Alfred E. Kahn), December 22, 1998.

Testimony of Timothy J. Tardiff on collocation costs models, prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, December 18, 1998.

“Measuring and Recovering the Costs of Long-Term Number Portability: Implications of
Price Cap Regulation,” Prepared for Southwestern Bell for presentation to the Federal
Communications Commission, December 10, 1998.

Direct Testimony of Alfred E. Kahn and Timothy J. Tardiff, filed with the Missouri Public
Service Commission, in support of the Applications of SBC Communications, Inc.,
Southwestern Bell Telephone Company, and Southwestern Bell Communications Services,
Inc., for Provision of In-Region InterLATA Services in Missouri, Docket No. TO 99-227,
November 20, 1998.

“High Capacity Competition in Phoenix: Reply to Comments of Intervening Parties,”
prepared for filing with the Federal Communications Commission on behalf of US WEST
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Communications, Petition of US WEST Communications for Forbearance from Regulation as
a Dominant Carrier in the Phoenix, Arizona MSA (with Alfred E. Kahn), October 28, 1998.

“Measuring and Recovering the Costs of Long-Term Number Portability,” Prepared for
Southwestern Bell for presentation to the Federal Communications Commission, October
28, 1998 (with Alfred E. Kahn).

Declaration of Timothy J. Tardiff on the economic impacts of separate subsidiary
requirements for the offer of advanced services by incumbent local exchange carriers,
prepared for filing with the Federal Communications Commission on behalf of Bell Atlantic,
in the matter of Deployment of Wireline Services Offering Advanced Telecommunications
Capability, October 15, 1998.

“An Analysis of the HAI Model Release 5.0a,” Rebuttal Testimony filed with the Florida
Public Service Commission, Docket No. 980696-TP, on behalf of GTE Florida, September 2,
1998 (with Gregory M. Duncan, Karyn E. Model, Christian M. Dippon, Jino W. Kim, Francis J.
Murphy, Robert P. Cellupica, and Thomas F. Guarino).

“Economic Evaluation of High Capacity Competition in Phoenix,” prepared for filing with the
Federal Communications Commission on behalf of US WEST Communications, Petition of US
WEST Communications for Forbearance from Regulation as a Dominant Carrier in the
Phoenix, Arizona MSA (with Alfred E. Kahn), August 14, 1998.

Rebuttal Testimony of Timothy J. Tardiff on the HAlI Model of unbundled network elements,
prepared for filing with the New Hampshire Public Utilities Commission on behalf of Bell
Atlantic-New Hampshire, Docket No. DE-97-1171, June 22, 1998.

Rebuttal Affidavit before the Arkansas Public Service Commission in the matter of the
Application of Southwestern Bell Telephone Company Seeking Verification that It Has Fully
Complied with and Satisfied the Requirements of Section 271 (c) of the Telecommunications
Act of 1996 (with Alfred E. Kahn), June 11, 1998.

Rebuttal Testimony before the State Corporation Commission of the State of Kansas in the
matter of Southwestern Bell Telephone Company — Kansas’ Compliance With Section 271 of
the Federal Telecommunications Act of 1996, Docket No. 97-SWBT- 411-GIT (with Alfred E.
Kahn), May 27, 1998.

Rebuttal Affidavit Before the Public Utilities Commission of the State of California in support
of Pacific Bell’s Draft Application for Authority to Provide InterLATA Services in California
(with Alfred E. Kahn), May 20, 1998.

“An Analysis of the Hatfield Model Release 4.0,” prepared for filing with the California Public
Utilities Commission on behalf of GTE California, May 1, 1998 (with Gregory M. Duncan,
Karyn E. Model, Christian M. Dippon, Jino W. Kim, Francis J. Murphy, Robert P. Cellupica,
and Thomas F. Guarino).

Reply Testimony of Timothy J. Tardiff on unbundled network element prices and retail
service price floors, prepared for filing with the California Public Utilities Commission on
behalf of Pacific Bell, April 27, 1998.
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Rebuttal Testimony of Alfred E. Kahn and Timothy J. Tardiff filed with the Oklahoma Public
Service Commission, in support of the Applications of SBC Communications, Inc.,
Southwestern Bell Telephone Company, and Southwestern Bell Communications Services,
Inc., for Provision of In-Region InterLATA Services in Oklahoma, Case No. PUD 970000560,
April 21, 1998.

Reply Affidavit before the Federal Communications Commission in the matter of Application
of SBC Communications Inc. Southwestern Bell Telephone Company and Southwestern Bell
Communications Services, Inc. d/b/a Southwestern Bell Long Distance for Provision of In-
Region InterLATA Services in Texas (with Alfred E. Kahn), April 17, 1998.

Testimony of Timothy J. Tardiff on unbundled network element prices and retail service
price floors, prepared for filing with the California Public Utilities Commission on behalf of
Pacific Bell, April 8, 1998.

Affidavit before the Federal Communications Commission in the matter of Application of
SBC Communications Inc., Pacific Bell, and Pacific Bell Communications for Provision of In-
Region InterLATA Services in California (with Alfred E. Kahn), March 31, 1998.

“Economic Principles Governing Measurement of Nonrecurring/OSS Costs: An Analysis of
the AT&T/MCI Recommendations,” prepared for filing with the California Public Utilities
Commission on behalf of GTE California and Pacific Bell, March 4, 1998 (with Gregory M.
Duncan).

“Analysis of the Hatfield Model Release 5.0a,” Rebuttal Testimony filed with the North
Carolina Utilities Commission, Docket No. P-100, Sub 133d, on behalf of GTE South, March
2, 1998 (with Gregory M. Duncan, Rafi A. Mohammed, Christian M. Dippon, Aniruddha
Banerjee, Karyn E. Model, Francis J. Murphy, Robert P. Cellupica, and Thomas F. Guarino).

“Analysis of the Hatfield Model Release 5.0a,” Rebuttal Testimony filed with the South
Carolina Public Service Commission, on behalf of GTE South, March 2, 1998 (with Gregory
M. Duncan, Rafi A. Mohammed, Christian M. Dippon, Aniruddha Banerjee, Karyn E. Model,
Francis J. Murphy, Robert P. Cellupica, and Thomas F. Guarino).

Affidavit before the Federal Communications Commission in the matter of Application of
SBC Communications Inc. Southwestern Bell Telephone Company and Southwestern Bell
Communications Services, Inc. d/b/a Southwestern Bell Long Distance for Provision of In-
Region InterLATA Services in Texas (with Alfred E. Kahn), March 2, 1998.

“Analysis of the Hatfield Model Release 5.0a,” Rebuttal Testimony filed with the Kentucky
Public Service Commission, on behalf of GTE South, February 26, 1998 (with Gregory M.
Duncan, Rafi A. Mohammed, Christian M. Dippon, Aniruddha Banerjee, Karyn E. Model,
Francis J. Murphy, Robert P. Cellupica, and Thomas F. Guarino).

Affidavit before the Federal Communications Commission in the matter of Application of
SBC Communications Inc. Southwestern Bell Telephone Company and Southwestern Bell
Communications Services, Inc. d/b/a Southwestern Bell Long Distance for Provision of In-
Region InterLATA Services in Arkansas (with Alfred E. Kahn), February 24, 1998.

Advanced Analytical Consulting Group, Inc. 15



PUBLIC VERSION

Testimony before the State Corporation Commission of the State of Kansas in the matter of
Southwestern Bell Telephone Company — Kansas’ Compliance With Section 271 of the
Federal Telecommunications Act of 1996, Docket No. 97-SWBT- 411-GIT (with Alfred E.
Kahn), February 17, 1998.

“Analysis of the Hatfield Model Release 5.0,” Rebuttal Testimony filed with the Alabama
Public Utilities Commission, on behalf of GTE South, February 13, 1998 (with Gregory M.
Duncan, Rafi A. Mohammed, Christian M. Dippon, Aniruddha Banerjee, Karyn E. Model,
Francis J. Murphy, Robert P. Cellupica, and Thomas F. Guarino).

Affidavit before the Federal Communications Commission in the matter of Application of
SBC Communications. Inc. Southwestern Bell Telephone Company and Southwestern Bell
Communications Services, Inc. d/b/a/ Southwestern Bell Long Distance for Provision of In-
Region InterLATA Services in Oklahoma (with Alfred E. Kahn), February 13, 1998.

“Analysis of the Hatfield Model Release 5.0,” Rebuttal Testimony filed with the North
Carolina Utilities Commission, Docket No. P-100, Sub 133b, on behalf of GTE South, January
30, 1998 (with Gregory M. Duncan, Rafi A. Mohammed, Christian M. Dippon, Aniruddha
Banerjee, Karyn E. Model, Francis J. Murphy, Robert P. Cellupica, and Thomas F. Guarino).

Supplemental Rebuttal Testimony of Timothy J. Tardiff on switching costs, prepared for
filing with the State of Maine Public Utilities Commission on behalf of Bell Atlantic-Maine,
Case No. 97-505, December 22, 1997.

“Reply to AT&T Recommendations for Regulatory Treatment of OSS Costs,” prepared for
filing with the California Public Utilities Commission on behalf of GTE California and Pacific
Bell, December 15, 1997 (with Gregory M. Duncan).

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Vermont Public Service Board on behalf of Bell
Atlantic-Vermont, Case No. 57-13, November 21, 1997.

Reply Affidavit of Timothy J. Tardiff on the Hatfield Model, filed with the New York Public
Service Commission on behalf of Bell Atlantic-New York, Case 94-C-0095 and Case 28425,
November 17, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the State of Maine Public Utilities Commission on behalf
of Bell Atlantic-Maine, Case No. 97-505, October 21, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the application of the Hatfield Model to
universal service funding requirements, prepared for filing with the New Jersey Board of
Public Utilities on behalf of Bell Atlantic-New Jersey, Docket No. TX95120631, October 20,
1997.

“Analysis of the Hatfield Model Release 4.0,” filed with the Pennsylvania Public Utility
Commission on behalf of GTE North, October 20, 1997 (with Gregory M. Duncan, Rafi A.
Mohammed, Christian M. Dippon, Francis J. Murphy, Robert P. Cellupica, and Thomas F.
Guarino).
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Supplemental Rebuttal Testimony of Timothy J. Tardiff on toll and carrier access demand
elasticities and universal service rate rebalancing prepared for filing with the California
Public Utilities Commission on behalf of Pacific Bell, October 10, 1997.

Rebuttal Testimony of Timothy J. Tardiff on toll and carrier access demand elasticities and
universal service rate rebalancing, prepared for filing with the California Public Utilities
Commission on behalf of Pacific Bell, September 30, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the State Corporation Commission of Virginia on behalf of
Bell Atlantic-Virginia, Case No. PUC970005, June 10, 1997.

Reply Affidavit of Alfred E. Kahn and Timothy J. Tardiff, filed with the Federal
Communications Commission, in support of the Applications of SBC Communications, Inc.,
Southwestern Bell Telephone Company, and Southwestern Bell Communications Services,
Inc., for Provision of In-Region InterLATA Services in Oklahoma, May 26, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the District of Columbia Public Service Commission on
behalf of Bell Atlantic-DC, Formal Case No. 962, May 2, 1997.

Declaration of Timothy J. Tardiff on OANAD Cost Studies, prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, April 16, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Maryland Public Service Commission on behalf of Bell
Atlantic-Maryland, Case No. 8731-Il, April 4, 1997.

“Economic Evaluation of the Hatfield Model, Release 3.1,” filed with the Washington
Utilities and Transportation Commission on behalf of GTE, March 28, 1997 (with Gregory M.
Duncan and Rafi Mohammed).

“Economic Evaluation of the Hatfield Model, Version 2.2, Release 2,” prepared for filing
with the California Public Utilities Commission on behalf of GTE California and Pacific Bell,
March 18, 1997 (with Gregory M. Duncan).

Statement of Alfred E. Kahn and Timothy J. Tardiff, “Funding and Distributing the Universal
Service Subsidy,” Prepared for US West for presentation to the Federal Communications
Commission, March 13, 1997.

Testimony of Timothy J. Tardiff on toll and carrier access demand elasticities, prepared for
filing with the California Public Utilities Commission on behalf of Pacific Bell, March 6, 1997.

Surrebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Pennsylvania Public Utility Commission on behalf of
Bell Atlantic-Pennsylvania, Dockets A-310203F0002, A-310213F0002, A-310236F0002, A-
310258F0002, February 21, 1997.

Affidavit of Alfred E. Kahn and Timothy J. Tardiff, filed with the Oklahoma Public Service
Commission, in support of the Applications of SBC Communications, Inc., Southwestern Bell
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Telephone Company, and Southwestern Bell Communications Services, Inc., for Provision of
In-Region InterLATA Services in Oklahoma, February 21, 1997.

“Reply to Kravtin/Selwyn Analysis of the Gap Between Embedded and Forward-Looking
Costs,” affidavit filed with the Federal Communications Commission, In the Matter of Access
Charge Reform, Price Cap Performance Review for Local Exchange Carriers, Transport Rate
Structure and Pricing, on behalf of GTE, February 14, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Arkansas Public Service Commission on behalf of
Southwestern Bell Telephone Company, Docket 96-395-U, January 9, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Kansas Corporation Commission on behalf of
Southwestern Bell Telephone Company, Docket 97-AT&T-290-Arb, January 6, 1997.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Massachusetts Department of Public Utilities on
behalf of New England Telephone and Telegraph Company, Docket 96-80/81, October 30,
1996.

Statement of Alfred E. Kahn and Timothy J. Tardiff, “Joint Marketing, Personnel Separation
and Efficient Competition Under the Telecommunications Act of 1996,” Prepared for US
West for presentation to the Federal Communications Commission, October 11, 1996.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Oklahoma Public Service Commission on behalf of
Southwestern Bell Telephone Company, September 30, 1996.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the Missouri Public Service Commission on behalf of
Southwestern Bell Telephone Company, Case No. TO-97-040 & TO 97-40-67, September 30,
1996.

“Economic Evaluation of Version 2.2 of the Hatfield Model,” prepared for filing in
interconnection arbitrations in Pennsylvania, California, Florida, Indiana, North Carolina,
Oklahoma, lowa, Texas, Virginia, Minnesota, Hawaii, Nebraska, Kentucky, Washington, and
Missouri on behalf of GTE, September 1996 (with Gregory M. Duncan).

Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network elements,
prepared for filing with the Texas Public Utility Commission on behalf of Southwestern Bell
Telephone Company, Docket Nos. 16189, 16196, 16226, 16285, 16290, September 6, 1996.

“Economic Analysis of MFS’s Numerical Illustration,” prepared for filing with the Federal
Communications Commission, In the Matter of Implementation of the Non-Accounting
Safeguards of Sections 271 and 272 of the Communications Act of 1934, as amended and
Regulatory Treatment of LEC Provision of Interexchange Services Originating in the LEC's
Local Exchange Area, on behalf of US West, August 30, 1996.
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Affidavit of Timothy J. Tardiff on proxy rates for unbundled local switching, prepared for
filing with the Federal Communications Commission on behalf of GTE Corporation, petition
for a stay of the First Report and Order in the Matter of Implementation of the Local
Competition Provisions of the Telecommunications Act of 1996, August 28, 1996.

Rebuttal Testimony of Timothy J. Tardiff on the Hatfield Model of unbundled network
elements, prepared for filing with the New York Public Service Commission on behalf of
New York Telephone, July 15, 1996.

Reply Testimony of Timothy J. Tardiff on local exchange service price floors, prepared for
filing with the California Public Utilities Commission on behalf of Pacific Bell, July 10, 1996.

“Economic Evaluation of Version 2.2 of the Hatfield Model,” attached to Reply Testimony of
Timothy J. Tardiff, prepared for filing with the California Public Utilities Commission on
behalf of GTE California, July 10, 1996. Also presented to the Federal Communications
Commission as attachment to letter from Whitney Hatch of GTE to William F. Caton, In the
Matter of Implementation of the Local Competition Provisions of the Telecommunications
Act of 1996, July 11, 1996.

Testimony of Timothy J. Tardiff on local exchange service price floors, prepared for filing
with the California Public Utilities Commission on behalf of Pacific Bell, June 14, 1996.

Declaration of Alfred E. Kahn and Timothy J. Tardiff, prepared for filing with the Federal
Communications Commission, In the Matter of Implementation of the Local Competition
Provisions of the Telecommunications Act of 1996, on behalf of Bell Atlantic, May 30, 1996.

Declaration of Timothy J. Tardiff on Round | and Round Il OANAD Cost Studies, prepared for
filing with the California Public Utilities Commission on behalf of Pacific Bell, May 24, 1996.

“Economic Evaluation of Pacific Bell’s Round | and Round Il Cost Studies: Reply Comments,”
prepared for filing with the California Public Utilities Commission on behalf of Pacific Bell,
April 17, 1996.

“Incremental Cost Principles for Local and Wireless Network Interconnection,” prepared for
filing with the Federal Communications Commission on behalf of Pacific Telesis, March 4,
1996 (with Richard D. Emmerson).

“Economic Evaluation of Selected Issues from the Fourth Further Notice of Proposed
Rulemaking in the LEC Price Cap Performance Review: Reply Comments,” Prepared for filing
with the Federal Communications Commission on behalf of the United States Telephone
Association, March 1, 1996 (with William E. Taylor and Charles J, Zarkadas).

Declaration of Timothy J. Tardiff on the toll and carrier access demand stimulation caused
by the January 1, 1995 price reductions (update), prepared for filing with the California
Public Utilities Commission on behalf of Pacific Bell, January 19, 1996.

“Universal Service Funding and Cost Modeling,” prepared for filing with the California Public
Utilities Commission on behalf of Pacific Bell, January 19, 1996.
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“Changes in Interstate Price Regulation: Reply Comments,” prepared for filing with the
Federal Communications Commission on behalf of Pacific Bell and Nevada Bell, January 10,
1996.

“Economic Evaluation of Selected Issues from the Fourth Further Notice of Proposed
Rulemaking in the LEC Price Cap Performance Review,” Prepared for filing with the Federal
Communications Commission on behalf of the United States Telephone Association,
December 18, 1995 (with William E. Taylor and Charles J, Zarkadas).

“Changes in Interstate Price Regulation: An Economic Evaluation of the Pacific Bell and
Nevada Bell Proposal,” prepared for filing with the Federal Communications Commission on
behalf of Pacific Bell and Nevada Bell, December 11, 1995 (with Alfred E. Kahn).

“Evaluation of the Benchmark Cost Model,” prepared for filing with the California Public
Utilities Commission on behalf of Pacific Bell, December 1, 1995.

Affidavit of William E. Taylor and Timothy J. Tardiff on interconnection regulation, prepared
for filing with the Mexican Secretariat of Communications and Transport on behalf of
Southwestern Bell International Holdings Corporation, October 18, 1995.

Participant, California Public Utilities Commission, Full Panel Hearing on Universal
Telephone Service, September 29, 1995.

“Incentive Regulation and Competition: Reply Comments,” prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, September 18, 1995 (with
Richard L. Schmalensee and William E. Taylor).

“Incentive Regulation and Competition: Issues for the 1995 Incentive Regulation Review,”
prepared for filing with the California Public Utilities Commission on behalf of Pacific Bell,
September 8, 1995 (with Richard L. Schmalensee and William E. Taylor).

“Preserving Universality of Subscription to Telephone Service in an Increasingly Competitive
Industry,” prepared for filing with the California Public Utilities Commission on behalf of
Pacific Bell, September 1, 1995 (with Alfred E. Kahn).

Declaration of Timothy J. Tardiff and Lester D. Taylor on the toll and carrier access demand
stimulation caused by the January 1, 1995 price reductions, prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, September 1, 1995.

“Economic Evaluation of Proposed Long-Run Incremental Cost (LRIC) Methodology,”
prepared for filing with the California Public Utilities Commission on behalf of Pacific Bell,
July 13, 1995 (with Richard D. Emmerson).

“California Public Utilities Commission Proposed Rules for Local Competition: An Economic
Evaluation,” prepared for filing with the California Public Utilities Commission on behalf of
Pacific Bell, May 24, 1995.

“Benefits and Costs of Vertical Integration of Basic and Enhanced Telecommunications
Services,” prepared for filing with the Federal Communications Commission, Computer |l
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Further Remand Proceedings, CC Docket No. 95-20, on behalf of Bell Atlantic, Bell South,
NYNEX, Pacific Bell, Southwestern Bell, and U S West, April 6, 1995 (with Jerry A. Hausman).

“Evaluation of the MCl’s Universal Service Funding Proposal,” prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, March 10, 1995.

“Franchise Services and Universal Service,” prepared for filing with the California Public
Utilities Commission on behalf of Pacific Bell, March 10, 1995 (with Richard D. Emmerson).

Illinois Commerce Commission on behalf of GTE North: surrebuttal testimony on the
benefits of intraMSA presubscription, September 30, 1994.

Illinois Commerce Commission on behalf of GTE North: rebuttal testimony on the benefits
of intraMSA presubscription, September 16, 1994.

“Economic Evaluation of OIR/OIl on Open Access and Network Architecture Development:
Reply Comments,” prepared for filing with the California Public Utilities Commission on
behalf of Pacific Bell, March 31, 1994 (with Richard D. Emmerson).

“Declaration of Timothy J. Tardiff on Pacific Bell's Productivity Under Price Caps,” prepared
for filing with the Federal Communications Commission, on behalf of Pacific Bell, February
28, 1994,

“Regulation of Mobile and Wireless Telecommunications: Economic Issues,” prepared for
filing with the California Public Utilities Commission on behalf of Pacific Bell, February 25,
1994

“Economic Evaluation of OIR/OIl on Open Access and Network Architecture Development,”
prepared for filing with the California Public Utilities Commission on behalf of Pacific Bell,
February 8, 1994 (with Richard D. Emmerson).

“Access to Intelligent Networks: Economic Issues,” prepared for filing with the Federal
Communications Commission, on behalf of Pacific Bell, December 1, 1993.

“The Effect of SFAS 106 on Economy-Wide Wage Rates,” prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, October 1, 1993

“Economic Evaluation of the NRF Review: Reply Comments,” prepared for filing with the
California Public Utility Commission on behalf of Pacific Bell, May 7, 1993. William E. Taylor
and Timothy J. Tardiff, Study Directors.

"Performance Under Alternative Forms of Regulation in the U.S. Telecommunications
Industry," prepared for filing with the Canadian Radio-television and Telecommunications
Commission on behalf of AGT Limited, April 13, 1993. Timothy J. Tardiff and William E.
Taylor, Study Directors.

“Pacific Bell's Performance Under the New Regulatory Framework: An Economic Evaluation
of the First Three Years,” prepared for filing with the California Public Utility Commission on
behalf of Pacific Bell, April 8, 1993. William E. Taylor and Timothy J. Tardiff, Study Directors.
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“Pricing Interconnection and the Local Exchange Carrier's Competitive Interstate Services,”
prepared for filing with the Federal Communications Commission, on behalf of Pacific Bell,
February 19, 1993.

“The Treatment of FAS 106 Accounting Changes Under Price Cap Regulation: Reply
Comments,” prepared for filing with the Federal Communications Commission on behalf of
Pacific Bell, July 1992. William E. Taylor and Timothy J. Tardiff, Study Directors.

“Costs and Benefits of IntraLATA Presubscription,” prepared for filing with the State of New
York Public Service Commission on behalf of New York Telephone, May 1, 1992. Timothy J.
Tardiff and William E. Taylor, Study Directors.

“The New Regulatory Framework 1990-1992: An Economic Review,” prepared for filing with
the California Public Utility Commission on behalf of Pacific Bell, May 1, 1992. William E.
Taylor and Timothy J. Tardiff, Study Directors.

“The Treatment of FAS 106 Accounting Changes Under Price Cap Regulation,” prepared for
filing with the Federal Communications Commission on behalf of Pacific Bell, April 15, 1992.
William E. Taylor and Timothy J. Tardiff, Study Directors.

“The Treatment of FAS 106 Accounting Changes Under Pacific Bell's Price Regulation Plan:
Economic Analysis of the DRA Supplemental Testimony,” prepared for filing with the
California Public Utilities Commission on behalf of Pacific Bell, January 21, 1992. William E.
Taylor and Timothy J. Tardiff, Study Directors.

“The Treatment of FAS 106 Accounting Changes Under Pacific Bell's Price Regulation Plan,”
prepared for filing with the California Public Utilities Commission on behalf of Pacific Bell,
November 15, 1991. William E. Taylor and Timothy J. Tardiff, Study Directors.

California Public Utilities Commission on behalf of Pacific Bell: economic principles for
pricing flexibility for Centrex service, Filed November 1990.

Expert Witness on State Transportation Energy Forecasting, California Energy Commission,
Sacramento, September 1980.

Selected client reports

Summary of Proposed Revenue Sharing Arrangements: 2013 Update, (Confidential),
Prepared for the Los Angeles County Metropolitan Transportation Authority, February 8,
2013.

Antitrust and Community Impact Report on the Conversion of Blue Cross and Blue Shield of
Montana and Alliance with Health Care Service Corporation, With Daniel S. Levy, Audrius
Girnius, and Karthik Padmanabhan, Prepared for the Montana Office of the Commissioner
of Securities and Insurance, January 29, 2013.

Summary of Proposed Revenue Sharing Arrangements, (Confidential), Prepared for the Los
Angeles County Metropolitan Transportation Authority, April 25, 2012.

Principles of Competition and Regulation for the Design of Telecommunications Policy, With
Dennis L. Weisman, Prepared for Qwest Corporation, October 21, 2009.
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Report on the TSTT Cost Model, With Agustin J. Ros, Nigel Attenborough, and Trung Lu
(Confidential), Prepared for Telecommunications Services of Trinidad and Tobago Limited,
September 14, 2005.

Interconnection Costing Methodology: Theory and Practice, With William E. Taylor, Nigel
Attenborough, Agustin J. Ros, and Yogesh Sharma, Prepared for the Chinese Academy of
Social Sciences, April 15, 2003.

Imputation Tests for Bundled Services, With Greg Houston, Carol Osborne, and Jennifer
Fish, Prepared for the Australian Competition and Consumer Commission, January 2003.

Anticompetitive Bundling Strategies, With Greg Houston, Carol Osborne, and Jennifer Fish,
Prepared for the Australian Competition and Consumer Commission, January 2003.

Estimacidn de la TFP de Telefénica del Perd y del Cambio en Precios del Regimen de Precios
Tope, With Agustin Ros, Jose Maria Rodriguez and Juan Hernandez, Final Report prepared
for the Supervising Agency for Private Investment in Telecommunications in Peru (OSIPTEL)
on behalf of Telefonica de Peru, June 22, 2001.

Enhancing Competition for Broadband Services: The Case for Removing the Prohibition
against High-Speed InterLata Transmission by Regional Bell Operating Companies, With
Alfred E. Kahn, Prepared for the United States Telecom Commission, May 22, 2000
(released April 2001).

An Economic Evaluation of Network Cost Models, With Jaime d’Almeida, William Taylor,
and Charles Zarkadas, Prepared for Telecordia Technologies, August 2000.

An Analysis of Resale in Long Distance Telecommunications Markets, With William E. Taylor
and J. Douglas Zona (Confidential) Prepared for plaintiffs in Darren B. Swain, Inc. d/b/a U.S.
Communications v. AT&T Corp., November 15, 1995.

An Analysis of Long Distance Telecommunications Markets, With William E. Taylor and J.
Douglas Zona (Confidential) Prepared for plaintiffs in US WATS, Inc. and USW Corp. v. AT&T
Corp., August 22, 1995.

Economic Significance of Interconnection, Prepared for Japan Telecom, June 1995.

The Effect of Competitive Entry into Local Exchange and State Toll Markets on the Revenues
of Southern New England Telephone, with J.D. Zona, (Confidential), Prepared for Southern
New England Telephone, February 1995.

Long-Distance Call Alert (LDCA) Study: Customer Choice Model Findings, with C.J. Zarkadas,
(Confidential), Prepared for Southwestern Bell, August 9, 1994.

Pricing Principles for LEC Services, (with R.D. Emmerson), Prepared for BellSouth
Communications, July 8, 1994.

Quantifying the Handicaps of Unequal Access, (Confidential) Prepared for Japan Telecom,
January 1994.
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Overcoming Unequal Access: The International Experience, with S. Krom, (Confidential)
Prepared for Japan Telecom, January 1994.

Market Potential For Cellular Radio And Other Personal Communications Products.
(Confidential) Prepared for Pac Tel Corporation, July 1990.

Customer Demand for Local Telephone Services: Models and Applications. Prepared for
South Central Bell Telephone Company, August 1987.

Evaluation Plans for Conservation and Load Management Programs. Prepared for New
England Electric System, July 1987.

Telecommunications Competition for Large Business Customers in New York (Confidential).
Prepared for NYNEX Corporation, June 1987.

Demand for Intrastate Long Distance Optional Calling Plans by Business and Residential
Customers, with J.A. Hausman and A. Jaffe, (Confidential), Prepared for Southern New
England Telephone, December 1985.

“Estimation of Residential Conservation Service Program Electricity Savings,” Prepared for
Southern California Edison Company, July 1984.

The Demand for Local Telephone Service Upon the Introduction of Optional Local Measured
Service. In part. Final report, prepared for Southern New England Telephone, July 1982.

Transit Strategies to Improve Air Quality in the Philadelphia Region. In part. Final report
prepared for the Delaware Valley Regional Planning Commission, April 1982.

Estimation of Energy Impacts of State Transportation Improvement Program Projects. In
part. Final report prepared for the California Energy Commission, January 1982.

Consumer Representation for Transportation Energy Conservation. In part. Final report
prepared for the U.S. Department of Energy, July 1981.

Indicators of Supply and Demand for Transportation Fuels. In part. Prepared for the
California Energy Commission, December 1980.

State of the Art in Research on Consumer Impacts of Fuel Economy Policies: Recent Findings
and Recommendations for Further Research. In part. Prepared for the National Highway
Traffic Safety Administration, January 1980.

Selected publications and presentations

Tardiff, T.J., “Net Neutrality: Economic Evaluation of Market Developments,” Journal of
Competition Law & Economics, Vol.11, No.3, 2015, forthcoming. Also presented at Rutgers
University, Center for Research in Regulated Industries, Advanced Workshop in Regulation
and Competition, 33rd Annual Eastern Conference, Shawnee on Delaware, Pennsylvania,
May 13, 2015.

Tardiff, T.J., “Prices Based on Current Costs or Historical Costs — How Different Are They?”
Journal of Regulatory Economics, Vol. 47, No.2, 2015, pp. 201-217. Also presented at
Rutgers University, Center for Research in Regulated Industries, Advanced Workshop in
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Regulation and Competition, 33rd Annual Eastern Conference, Shawnee on Delaware,
Pennsylvania, May 15, 2014.

Tardiff, T.J., “Reregulation or Better Deregulation?: Economic Evaluation of Recent FCC
Competition Actions,” Journal of Competition Law & Economics, Vol. 11, No. 1, 2015, pp.
145-163. Also presented at Rutgers University, Center for Research in Regulated Industries,
Advanced Workshop in Regulation and Competition, 32nd Annual Eastern Conference,
Shawnee on Delaware, Pennsylvania, May 16, 2013.

Tardiff, T.J. Panelist, “The Economics and Investment Perspective,” Federal Communications
Bar Association New England Chapter/Boston University School of Communications,
Deregulation: How's It Going, Boston University, October 2, 2014.

Tardiff, T.J. and Levy, D.S., “Prologue II: Lester Taylor’s Insights,” in J. Alleman, A. Ni-
Shuilleabhain, and P. Rappaport, eds., Demand for Communications Services — Insights and
Perspectives, New York: Springer, 2014.

Levy, D.S. and Tardiff, T.J., “Pricing and Maximizing Profits within Corporations,” in J.
Alleman, A. Ni-Shuilleabhain, and P. Rappaport, eds., Demand for Communications Services
— Insights and Perspectives, New York: Springer, 2014.

Tardiff, T.J., “Protected Profits Benchmark: Input Price, Retail Price, or Both?” Antitrust Law
Journal, Vol. 78, Issue 3, 2013, pp. 719-727.

Levy, D.S. and Tardiff, T.J., “Pricing and Maximizing Profits within Corporations: Applications
of Lester Taylor’s Insights,” Presented at Telecommunications Demand and Investment: The
Road Ahead, Conference in Honor of Emeritus Professor Lester D. Taylor, Jackson Hole,
Wyoming, October 10, 2011.

Huther, C.S., Troy, M.H. and Tardiff, T.J., “The FCC Pole Attachment Order and the Future of
Joint Use,” Communications Environmental & Land Use Law, Vol.2011, No. 6, June 1, 2011,
pp. 5-10.

Tardiff, T.J., Alfred E. Kahn (1917-2010), Journal of Regulatory Economics, Vol. 39, No.2,
2011, pp. 221-222.

Tardiff, T.J., “Evaluating Competition Policies: Efficiency Metrics for Network Industries,”
Journal of Competition Law & Economics, Vol. 6, No. 4, 2010, pp. 957-972. Also presented at
Rutgers University, Center for Research in Regulated Industries, Advanced Workshop in
Regulation and Competition, 28th Annual Eastern Conference, Skytop, Pennsylvania, May
14, 2009.

Huther, C.S., Troy, M.H. and Tardiff, T.J., “The National Broadband Plan and the FCC Pole
Attachment Proceeding,” Communications Environmental & Land Use Law Report, Vol. 13,
No. 10, October 2010, pp. 3-7.

Tardiff, T.J., “Performance-Based Regulation,” Presented to Commissioners and Staff of the
Alberta Utilities Commission, Edmonton, Alberta, Canada, September 29-30, 2009.
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Tardiff, T.J. and Weisman, D.L., “The Dominant Firm Revisited,” Journal of Competition Law
& Economics, Vol. 5, No. 3, 2009, pp. 517-536. Also presented at the Seventeenth Biennial
Conference of the International Telecommunications Society, Montreal, Canada, June 25,
2008.

Huther, C.S., Troy, M.H. and Tardiff, T.J., “A Legal and Economic Justification for a Uniform
Pole Attachment Rate,” (Three Part Series), Communications Environmental & Land Use
Law Report, Vol. 11, No. 11 through Vol. 12, No. 1, December 2008 through January 2009.

Hausman, J.A., Sidak, J.G., and Tardiff, T.J., “Are Regulators Forward-Looking? The Market
Price of Copper Versus the Regulated Price of Mandatory Access to Unbundled Loops in
Telecommunications Networks,” Federal Communications Law Journal, Vol. 61, 2008,
December.

Weisman, D.L. and Tardiff, T.J., “Editors’ Foreword,” Special Issue in Honour of Alfred Kahn’s
90th Birthday, Review of Network Economics, Vol. 7, 2008, December.

Tardiff, T.J. Panelist, “Telecommunications: Assessing the Lessons from the 1996 Telecom
Act,” Silicon Flatirons Conference, Deregulation Revisited: A Tribute to Fred Kahn, University
of Colorado, Boulder, September 5, 2008.

Tardiff, T.J. and Ros, A.J., “Establishing Mobile Termination Rates: Lessons from the
Caribbean,” Rutgers University, Center for Research in Regulated Industries, Advanced
Workshop in Regulation and Competition, 27th Annual Eastern Conference, Skytop,
Pennsylvania, May 15, 2008.

Tardiff, T.J., “Changes in Industry Structure and Technological Convergence: Implications for
Competition Policy and Telecommunications Regulation,” International Economics and
Economic Policy, Vol. 4, 2007, pp. 103-133. Earlier versions were presented at the Rutgers
University, Center for Research in Regulated Industries, Advanced Workshop in Regulation
and Competition, 25th Annual Eastern Conference, Skytop, Pennsylvania, May 19, 2006 and
the 34th Telecommunications Policy Research Conference, Arlington, Virginia, October 1,
2006.

Ware, H. and Tardiff, T.J., “Facilities-Based Entry and Predatory Pricing Allegations: Lessons
from lowa,” Presented at the Rutgers University, Center for Research in Regulated
Industries, Advanced Workshop in Regulation and Competition, 26th Annual Eastern
Conference, Skytop, Pennsylvania, May 17, 2007.

Taylor, W. and Tardiff, T., “Anticompetitive Price Squeezes in the Telecommunications
Industry: A Common Complaint about Common Facilities,” in L. Wu, ed., Economics of
Antitrust: Complex Issues in a Dynamic Economy, 2007.

Tardiff, T.J., Instructor, First Advanced Course in Regulatory Economics and Process, Public
Utility Research Center, University of Florida, Gainesville, Florida, April 3, 2007.

Tardiff, T. J.,, “The Economics of Access and Interconnection Charges in
Telecommunications,” in M. Crew and D. Parker, eds., The International Handbook of
Economic Regulation, Cheltenham: Edward Elgar, 2006.
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Calvin Monson and Timothy Tardiff, “A Course on Telecommunications Interconnection,”
Presented to Global Information and Communications Technologies, The World Bank
Group, Washington, D.C., September 22, 2005.

Tardiff, T.J. and Taylor,, W.E. “Prevention and Detection of Price Squeezes Nine Years after
the Telecommunications Act,” Presented at the Rutgers University, Center for Research in
Regulated Industries, Advanced Workshop in Regulation and Competition, 24th Annual
Eastern Conference, Skytop, Pennsylvania, May 19, 2005.

Tardiff, T.J. and Taylor, W.E., “Aligning Price Regulation with Telecommunications
Competition,” Review of Network Economics, Vol. 2, 2003, December. An earlier version
was presented at the Rutgers University, Center for Research in Regulated Industries,
Advanced Workshop in Regulation and Competition, 22nd Annual Eastern Conference,
Skytop, Pennsylvania, May 22, 2003.

Tardiff, T. J., “Product Bundling and Wholesale Pricing,” in G. Madden, ed., Emerging
Telecommunications Networks, The International Handbook of Telecommunications
Economics, Volume Il, Cheltenham: Edward Elgar, 2003.

Crandall, R.W., Hahn, R.W., and Tardiff, T.J., “The Benefits of Broadband and the Effect of
Regulation,” in R.W. Crandall and J. Alleman, eds., Broadband: Should We Regulate High
Speed Internet Access?, Washington: AEI-Brookings Center Joint for Regulatory Studies,
2002.

Tardiff, T. J., “Universal Service,” in M.A. Crew and J.C. Schuh, eds., Markets, Pricing, and
Deregulation of Utilities, Boston: Kluwer, 2002.

Tardiff, T.J., “Pricing Unbundled Network Elements and the FCC’s TELRIC Rule: Economic and
Modeling Issues,” Review of Network Economics, Vol. 1, Issue 2, 2002, pp. 132-146. An
earlier version was presented at the Rutgers University, Center for Research in Regulated
Industries, Advanced Workshop in Regulation and Competition, 21st Annual Eastern
Conference, Newport, Rhode Island, May 23, 2002.

Tardiff, T.J., “Valuing the Use of Incumbent Telecommunications Networks,” Presented at
the Rutgers University, Center for Research in Regulated Industries, Advanced Workshop in
Regulation and Competition, 20th Annual Eastern Conference, Tamiment, Pennsylvania,
May 24, 2001.

Tardiff, T.J., “State of Competition for Local Exchange Services: Implications for
Telecommunications Policy,” Presented at the Law Seminars International 2nd Annual
Conference on Telecommunications in the Southwest, Phoenix, Arizona, February 15, 2001.

Tardiff, T.J., “New Technologies and Convergence of Markets: Implications for
Telecommunications Regulation,” Journal of Network Industries, Vol. 1, No. 4, 2000, pp.
447-468. Also presented at the Thirteenth Biennial Conference of the International
Telecommunications Society, Buenos Aires, Argentina, July 3, 2000.

Tardiff, T. J., “Cost Standards for Efficient Competition,” in M.A. Crew, ed., Expanding
Competition in Regulated Industries, Boston: Kluwer, 2000. Also presented at the
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Competitive Entry in Regulated Industries Seminar, Rutgers University Center for Research
in Regulated Industries, Newark, New Jersey, October 22, 1999.

Tardiff, T.J., “Demand for High-Speed Services: Implications for RBOC Entry Into InterLATA
Services,” Presented at the 2000 International Communications Forecasting Conference,
Seattle, Washington, September 28, 2000.

Tardiff, T.J., “Universal Access to Telephone Service and Implications of the USO,” Presented
at the Rutgers University, Center for Research in Regulated Industries, 8th Conference on
Postal and Delivery Economics, Vancouver, Canada, June 10, 2000.

Tardiff, T.J., “Universal Access to Telephone Service: Theory and Practice,” Presented at the
Rutgers University, Center for Research in Regulated Industries, Advanced Workshop in
Regulation and Competition, 19th Annual Eastern Conference, Lake George, New York, May
25, 2000.

Tardiff, T.J., “The Forecasting Implications of Telecommunications Cost Models,” and
“Forward-Looking Telecommunications Cost Models,” in J. Alleman and E. Noam, eds., The
New Investment Theory of Real Options and its Implications for Telecommunications
Economics, Boston: Kluwer, 1999. The first article was also presented at the 1999
International Communications Forecasting Conference, Denver, Colorado, June 17, 1999.

Kahn, A.E., Tardiff, T.J., and Weisman, D.L., “The Telecommunications Act at Three Years: An
Economic Evaluation of Its Implementation by the Federal Communications Commission,”
Information Economics and Policy, Vol. 11, No. 4, December 1999, pp. 319-365.

Tardiff, T.J., “Effects of Large Price Reduction on Toll and Carrier Access Demand in
California,” in L.D. Taylor and D.G. Loomis, eds., The Future of the Telecommunications
Industry: Forecasting and Demand Analysis, Boston: Kluwer, 1999. Also presented at the
1996 International Communications Forecasting Conference, Dallas, Texas, April 18, 1996.

Grieve. W.A. and Tardiff, T.J., “Universal Service in the United States and Canada: Funding
High-Cost Areas,” Presented at the Telecommunications Policy Research Conference,
Alexandria, Virginia, September 27, 1999.

Tardiff, TJ., “The Growth of Local Exchange Competition: Implications for
Telecommunications Regulation,” Presented at the Rutgers University, Center for Research
in Regulated Industries, Advanced Workshop in Regulation and Competition, 12th Annual
Western Conference, San Diego, California, July 8, 1999.

Tardiff, T.J., “Trends in Local Exchange Competition,” Presented at the 25th Annual Rate
Symposium, St. Louis, Missouri, April 27, 1999.

Tardiff, T.J., “Regional Bell Operating Company InterLATA Entry and the Public Interest,”
Presented at the 25th Annual Rate Symposium, St. Louis, Missouri, April 26, 1999.

Tardiff, T.J., “Cost Standards for Pricing Unbundled Elements and Retail Services,” Presented
at the Institute for International Research Fourth Annual Conference for Competitive Pricing
of Telecommunications Services, Washington, DC, March 25, 1999.
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Tardiff, T.J., Speaker: Cost of Hypothetical Providers vs. Real Providers Panel, INDETEC
International, Cost and Public Policy: 1999, February 10, 1999.

Tardiff, T.). Discussant: “TELRIC: An Overview,” Presented at The Columbia University New
Investment Theory of Real Options and its Implications for the Cost Models in
Telecommunications Conference, New York, New York, October 2, 1998.

Tardiff, T.J., Workshop Leader, Wholesale and Retail Pricing Workshop, Presented at the
Institute for International Research Third Annual Conference for Competitive Pricing of
Telecommunications Services, Chicago, IL, July 22, 1998.

Tardiff, T.J., “Pricing Essential Inputs and Efficient Competition,” Presented at the Rutgers
University, Center for Research in Regulated Industries, Advanced Workshop in Regulation
and Public Utility Economics, 11th Annual Western Conference, Monterey, California, July 9,
1998.

Tardiff, T.J., “Incremental Cost Basis for Interconnection Pricing,” Presented at the Institute
for International Research Interconnection ‘98 Conference, Washington, D.C., April 29,
1998.

Tardiff, T.J., “Regulatory Implications of Local Exchange Cost Models,” Presented at the 24th
Annual Rate Symposium, Kansas City, Missouri, April 28, 1998.

Tardiff, T.J., “What’s Happening in Local Competition,” Presented at the 24th Annual Rate
Symposium, Kansas City, Missouri, April 27, 1998.

Tardiff, T.J. “Pricing and New Product Options with Telecommunications Competition,” in
D.R. Dolk, ed., Proceedings of the Thirty-First Annual Hawaii International Conference on
Systems Sciences, Vol. V, Modeling Technologies and Intelligent Systems Track, Los
Alamitos: IEEE Computer Society, January 6-9, 1998, pp. 416-425.

Froeb, L.M., Tardiff, T.J., and Werden, G.J., “The Demsetz Postulate and the Effects of
Mergers in Differentiated Products Industries,” in F.S. McChesney, ed., Economic Inputs,
Legal Outputs: The Role of Economists in Modern Antitrust, New York: Wiley, 1998. Also
presented at the Annual Meeting of the American Economic Association, Washington, D.C.
January 8, 1995.

Tardiff, T.J., “Pricing and Product Offerings for the New Competitive Telecommunications
Environment,” Presented at the Canadian Institute Competitive Strategies
Telecommunications Conference, Toronto, Canada, September 29, 1997.

Tardiff, T.J., “Cost Basis for Pricing: Embedded or Incremental,” Presented at the Institute
for International Research Cost Allocation Forum, Atlanta, Georgia, September 17, 1997.

Tardiff, T.J., “Costing and Pricing for Local Exchange Competition: Experience Under the U.S.
Telecommunications Act,” in P. Enslow, P. Desrochers, and I. Bonifacio, eds., Proceedings of
the Global Networking ‘97 Conference, Amsterdam: 10S Press, June 15-18, 1997, pp. 286-
292.

Advanced Analytical Consulting Group, Inc. 29



PUBLIC VERSION

Tardiff, T.J., “Unbundling and Resale: Lessons from South of the Border,” presented at the
Bell Canada Total Competition Briefing Session, Toronto, Canada, April 16, 1997.

Tardiff, T.J., “Unbundling and Resale Under the Telecommunications Act and the FCC’s
Interconnection Order: Implications for Industry Structure and Competitive Strategies,”
presented at the International Communications Group Telecommunications Business
Environment Conference, Denver, Colorado, January 7, 1997.

Hausman, J. and T. Tardiff, “Valuation of New Services in Telecommunications,” in A.
Dumont and J. Dryden, The Economics of the Information Society, Luxembourg: Office for
Official Publications of the European Communities, 1997, pp. 76-80. Also presented to the
OECD Workshop on the Economics of the Information Society, Toronto, Canada, June 28,
1995.

Tardiff, T.J., “Universal Service with Full Competition,” in S.L. Hansen, ed., Universal Service
with Network Competition, University of Auckland, 1996, pp. 51-64. Also presented at the
Eleventh Biennial Conference of the International Telecommunications Society, Seville,
Spain, June 18, 1996 and on my behalf by J. Oliver at the Telecommunications Universal
Service Symposium, Wellington, New Zealand, July 2, 1996.

Tardiff, T.J., “Efficient Pricing of Competitive Local Exchange Services: Understanding the
Costing Principles,” presented at the Institute for International Research Conference on
Competitive Costing Strategies for Local Exchange Services, New Orleans, Louisiana,
October 24, 1996.

Tardiff, T. J. and Taylor, W.E., “Revising Price Caps: The Next Generation of Incentive
Regulation Plans,” in M.A. Crew, ed., Pricing and Regulatory Innovations Under Increasing
Competition, Norwell, MA: Kluwer, 1996, pp. 21 - 38. Also presented at the Rutgers
University Center for Research in Regulated Industries Research Seminar, May 3, 1996.

Tardiff, T.J., “New Product and Pricing Options for the Competitive Telecommunications
Environment: Lessons from Consumer Choice Studies,” presented at the International
Communications Group Business Opportunities in Telecommunications Conference, Denver,
Colorado, July 31, 1996.

Tardiff, T.., “Efficient Local Competition and Universal Service,” presented at the
International Communications Group Business Opportunities in Telecommunications
Conference, Denver, Colorado, July 31, 1996.

Tardiff, T.J., “Pricing and Product Offerings in a Competitive Environment,” presented at the
Canadian Institute Conference on Telecommunications Pricing, Toronto, Ontario, Canada,
March 7, 1996.

Werden, G.J., Froeb, L.M., and Tardiff, T.J. “The Use of the Logit Model in Applied Industrial
Organization,” International Journal of the Economics of Business, Vol. 3, No. 1, 1996, pp.
83-105.
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Tardiff, T.J. “Incentive Regulation and Competition: The Next Generation,” presented at the
27th Annual Conference of the Institute of Public Utilities at Michigan State University,
Williamsburg, Virginia, December 12, 1995.

Tardiff, T.J., “Effects of Presubscription and Other Attributes on Long-Distance Carrier
Choice,” Information Economics and Policy, Vol. 7, No. 4, December 1995, pp. 353-366. Also
presented at the 1994 National Telecommunications Forecasting Conference, Boston,
Massachusetts, May 24, 1994.

Tardiff, T.J. and J.D. Zona, “Effects of Competitive Entry on Capital Recovery,” presented at
the United States Telephone Association Capital Recovery Seminar, Chicago, lllinois,
October 19, 1995.

Tardiff, T.J. and L.J. Perl, “Price Regulation and Productivity,” presented to the Public Staff of
the North Carolina Utilities Commission, Raleigh, North Carolina, September 6, 1995.

Hausman, J.A. and T.J. Tardiff, “Efficient Local Exchange Competition,” Antitrust Bulletin,
Vol. 40, No. 3, Fall 1995, pp. 529-556.

Instructor, “Seminar in Current Economic Issues”, United States Telephone Association
course, Orlando, Florida, April 3-5, 1995.

Tardiff, T.J., W.E. Taylor, and C.J. Zarkadas, “Periodic Review of Price Cap Plans: Economic
Issues,” presented at the Telecommunications Policy Research Conference, Solomons,
Maryland, October 2, 1994.

Participant in AGT International Symposium on Local Interconnection Policy, Emerald Lake,
British Columbia, Canada, May 27-28, 1994.

Tardiff, T.J., “Access Charges and Toll Prices in the United States: An Economic Evaluation,”
Presented to representatives of Japanese Long-Distance Companies, New York, New York,
May 16, 1994.

Tardiff, T.J. and W.E. Taylor, “Telephone Company Performance Under Alternative Forms of
Regulation in the U.S.,” presented at the Telecommunications Policy Research Conference,
Solomons, Maryland, October 4, 1993.

Tardiff, T.J., “Interconnection and LEC Competitive Services: Pricing and Economic
Efficiency,” presented at the Telestrategies Conference: The Access Charge Revolution,
Washington, D.C. May 18, 1993.

Hausman, J., T. Tardiff, and A. Belinfante, “The Effects of the Breakup of AT&T on Telephone
Penetration in the United States,” The American Economic Review, Vol. 83, May 1993, pp.
178-184.

Tardiff, T.J., “Assessing the Demand for New Products and Services: Theory and Practice,”
presented at the NRRI Conference on Telecommunications Demand for New and Existing
Services, Denver, Colorado, August 6, 1992.
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Tardiff, T.J., “Price and Cost Standards for Increasingly Competitive Telecommunications
Services,” presented at the Ninth International Conference of the International
Telecommunications Society, Sophia Antipolis, France, June 17, 1992.

Tardiff, T.J. “Modeling The Demand For New Products and Services,” presented at the NTDS
Forum, Santa Fe, New Mexico, September 27, 1991.

Tardiff, T.J. and C. Zarkadas, “Forecasting Tutorial,” presented at the National
Telecommunications Forecasting Conference, May 29, 1991.

Tardiff, T.J. and W.E. Taylor, “Pricing the Competitive Services of Regulated Utilities,”
National Economic Research Associates, Working Paper No. 7, May 1991.

Hausman, J.A. and T.J. Tardiff, “Growth in New Product Demand Taking into Account The
Effects of Price and Competing Products: Mobile Telecommunications,” Presented at the
Massachusetts Institute of Technology Telecommunications Business and Economics
Program Second Annual Symposium, Cambridge, Massachusetts, November 1990.

Tardiff, T.J., “Structuring Telecommunications in Other Countries: View from the UK, Europe
and Canada,” Presented at the United State Telephone Association Affiliated Interest Issues
Committee 1990 Fall Conference, Traverse City, Michigan, September 1990.

Tardiff, T.J. and M.O Bidwell, Jr., “Evaluating a Public Utility's Investments: Cash Flow vs.
Revenue Requirement,” Public Utilities Fortnightly, May 10, 1990.

Tardiff, T.J. and C.J. Zarkadas, “Forecasting Demand for New Services: Who, What, and
When,” Presented at the Bellcore/Bell Canada Demand Analysis Forum, Hilton Head South
Carolina, April 1990.

Tardiff, T.J., “Consumer Welfare with Discrete Choice Models: Implications for Flat versus
Measured Local Telephone Service,” Presented at the Bellcore/Bell Canada Demand
Analysis Forum, Hilton Head South Carolina, April 1990.

Tardiff, T.J., “Telephone Regulation in California: Towards Incentive Regulation and
Competition,” Presented to the Bell Canada Economic Council, Hull, Quebec, Canada,
February 1990.

Tardiff, T.J., “Measuring Competitiveness in Telecommunications Markets,” in National
Economic Research Associates, Telecommunications in a Competitive Environment.
Proceeding of the Third Biennial Telecommunications Conference, Scottsdale, Arizona, April
1989, pp. 21-34.

Hausman, J.A., T.J. Tardiff, and H. Ware, “Competition in Telecommunications for Large
Users in New York,” in National Economic Research Associates, Telecommunications in a
Competitive Environment. Proceeding of the Third Biennial Telecommunications
Conference, Scottsdale, Arizona, April 1989, pp. 1-19.

Perl, L.J. and T.J. Tardiff, “Effects of Local Service Price Structures on Residential Access
Demand,” Presented at the International Telecommunications Society North American
Regional Meeting, Ottawa, Ontario, Canada, June 1989.
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Tardiff, T.J. and W.E. Taylor, “Costing Principles for Competitive Assessment,” in
Telecommunications Costing in a Dynamic Environment, Proceedings of the Bellcore-Bell
Canada Conference on Telecommunications Costing, 1989, pp. 497-518.

Tardiff, T.J., “Forecasting the Impact of Competition for Local Telephone Services.”
Presented at the Bellcore National Forecasting Conference, New Orleans, April 1987.
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Mills, Steghen C (Steve)

From: Arlie A Hahn (VirginiaPower - 1) <arlie.a.hahn@dom.com>

Sent: Wednesday, October 30, 2013 11:19 AM

To: Mills, Stephen C (Steve)

Cc: Mike Graf (VirginiaPower - 1)

Subject: Verizon/Dominion Joint Use Agreement Rate Adjustment

Attachments: Rate Adjustment Notification 100813 .pdf; Dominion - Template Fiber (CLEC) Agreement
9-18-13.doc

Dear Steve:

This email is in response to your letter dated October 8, 2013 (attached), notifying Dominion of Verizon’s desire to
negotiate new rates, in accordance with Section 33.08 of the Verizon-Dominion Joint Use Agreement. To facilitate this
process, Verizon requested a copy of Dominion’s standard pole attachment agreement, containing the standard rates,
terms and conditions offered by Dominion to CLEC (telecommunications company) and CATV {cable television company)
attachers. This template document is attached for your consideration. In addition | can provide the following, per
attachment, rental rates that apply to each entity:

TYPE Telecom: 2014 annual calculation

TYPE Cable: 2014 annual calculation

These rates are calculated in accordance with the corresponding formula found in the FCC's rules. Formula variables are
adjusted annually as applicable. The total rent billed to each Attacher is based on the number and type of attachments.

Please let me know if you have any questions.

Best regards,

dAclie . dftahn, Jr.

gﬁamlniﬂr

1F el shorts hera:
Dominion Customer Solutions

System - Joint Use Business
OJRP 8th floor
804-771-4234(off)
804-380-1496 (cell)

From: Mills, Stephen C (Steve) [mailto:stephen.c.mills@verizon.com]
Sent: Tuesday, October 08, 2013 3:32 PM
To: Arlie A Hahn (VirginiaPower - 1)

Subject: Verizon/Dominion Joint Use Agreement Rate Adjustment

Arlie,

Please see the attached letter regarding the rental rates. Hard copy to follow.
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Steve Mills
Section Manager
National Joint Use and Licensing
(540)829-2711
stephen.c.mills@verizon.com

CONFIDENTIALITY NOTICE: This electronic message contains information which may be legally
confidential and/or privileged and does not in any case represent a firm ENERGY COMMODITY bid or offer
relating thereto which binds the sender without an additional express written confirmation to that effect. The
information is intended solely for the individual or entity named above and access by anyone else is
unauthorized. If you are not the intended recipient, any disclosure, copying, distribution, or use of the contents
of this information is prohibited and may be unlawful. If you have received this electronic transmission in error,
please reply immediately to the sender that you have received the message in error, and delete it. Thank you.



PUBLIC VERSION

Confidential Attachment



PUBLIC VERSION

Exhibit 5



PUBLIC VERSION

Confidential Exhibit



PUBLIC VERSION

Exhibit 6



PUBLIC VERSION

Confidential Exhibit



PUBLIC VERSION

Exhibit 7



PUBLIC VERSION
GENERAL JOINT USE AGREEMENT

This agreement, made this lst day of January, 1978, by and between
the VIRGINIA ELECTRIC AND POWER COMPANY, hereinafter called the "Electric
Company, party of the first part, and CONTINENTAL TELEPHONE COMPANY OF
VIRGINIA hereinafter called the '"Telephone Company,'* party of the second
part, both of said parties being corporatlons duly organlzed and dolng
business under the laws of the

1T HESSET H:

WHEREAS, the Electric Company in the conduct of its business

constructs, maintains, and operates electric lines in the COMMONWEALTH
OF VIRGINIA; AND

WHEREAS, the Telephone Company in the conduct of its business
constructs, maintains, and operates telephone lines in the same territory;
and .

WHEREAS, In many Instances the same streets, roads, alleys,
highways, public and private property are used by the parties hereto
for burying plant or for the erection and maintenance of poles and pole
attachments; and It is often desirable that certain of such rights of
way, burled plant routes, or poles be used jointly by said parties; and

WHEREAS,. the conditions determining the necesslity or desirablllty
of joint use depend upon the service requirements to be met by both partles,
including considerations of safety, appearance, and econcmy; and each of
.them should be the judge of what the character of Its circuits should be
to meet Its service requirements and as to whether or not these service
requirements can be met properly by the joint use of poles, rights of way,
or buried plant routes,

NOW, THEREFORE, in conslderation of the premlses and the

agreements herein contained, the parties hereto, for themselves, their
successors and assigns, do hereby covenant and agree as follows:

ARTICLE |

SCOPE OF AGREEMENT

A. This Agreement shall be in effect In such portions of the
Commonwealth of Virginia as both parties hereto now or In the future have
the right to operate, and shall cover:

1. Joint use of rights of way, clearing, disposal of
debris, and maintenance of such rights of way as
covered more particularly in Appendixes | and 11,

2. Jolnt use of wood poles as covered more particularly
In Appendix |.-
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3. Joint use of buried plant routes either by boring,
plowing, or trenching as covered more particularly
in Appendix 11,

B. Each party reserves the rlght to exclude from joint use
(1) poles or buried plant routes which, in the judgment of the individual
company, are necessary for its own sole use; and (2) poles or buried
plant routes which carry or are intended to carry circuits of such a
character which, in the judgment of the individual company, the proper
rendering of its service now or in the future makes joint use of such
poles or buried plant routes undesirable.

ARTICLE 11

SPECIF ICAT IONS

A, Installation and maintenance practices of both parties
hereto shall conform to the safety rules covering electric supply and
communication lines as provided in the current edition of the ''"National
Electrical Safety Code! in effect from time to time.

B. The joint use of the poles covered by this Agreement
shall at all times be in conformity with the terms and provisions
of ‘the attached specificatiions entitled '""Joint Pole Practices for
Supply and Communication Circuits' published - October, 1945, marked
Exhibit "B'"', or subsequent revisions and amendments, and hereby made
a part hereof.

C. The joint use of trenches covered by this Agreement shall,
unless otherwise provided herein, be at all times in conformity with the
recommendations of '"A Report of the Joint Subcommittee to Study Buried
Distribution Systems of the Edison Electric Institute and Bell Telephcne
System''" EE! Publication 68~62, June 1968.

ARTICLE 111

DEFAULTS

A. |If either party shall default in the annual payments
herein provided for, or in any other of its obligations under this
Agreement, and such default continues ninety (90) days after-notice
thereof in writing from the other party, all rights of the party in
default hereunder shall be suspended as far as concerns future granting
of joint use.

B. |If either party shall default in the performance of any
work which it is obligated to do under this Agreement, the other party
may elect to do such work; and the party in default shall reimburse
the other party for its portion of the cost thereof. Failure on the
part of the defaulting party to make such payment within sixty (60) days
after presentation of bills therefor shall, at the election of the other
party, constitute a default under Section A of this Article,



C. The provisioaLgBé'ILCt\éli:'sR%xIpthle I11 shall not be construed
to deprive either party of any rights at law or in equity arising from
a default of the other party.

ART ICLE 1V

LIABILITY AND DAMAGES

Whenever any liability is incurred by either or both of the
parties hereto for damages for injuries to the employees, or for injury
to the property of either party, or for injuries to other persons or their
property arising out of the joint use of poles or buried plant routes
under this Agreement, or due to the proximity of the wires and fixtures
of the parties attached to the jointly used poles covered by this
Agreement, the liability for such damages, as between the parties hereto,
shall be as follows:

A. Each party shall be liable for all damages for such
injuries to persons or property caused solely by its negligence, or
solely by its failure to comply at any time with the specifications
herein provided for.

B. Each party shall be liable for all damages for such
injuries to its own employees or its own property that are caused by
the concurrent negligence of both parties hereto or that are due to
causes which cannot be traced to the sole negligence of either party.

C. Each party shall be liable for one-half of all damages
for such injuries to persons other than employees of either party, and
for one-half of all damages for such injuries to property not belonging
to either party that are caused by the concurrent negligence of both
parties hereto, or that are due to causes which cannot be traced to the
sole negligence of either party; provided, however, that the Telephone
Company shall not be liable for damage to property or injuries to persons
resulting from direct contact with buried electric conductors which cannot
be traced to the sole negligence of the Telephone Company, and provided
further that the Electric Company will indemnify and hold the Telephone
Company harmless from and against all such claims resulting from direct
contact with buried electric conductors which cannot be traced to the
sole negligence of the Telephone Company.

D. Where, on account of ipjuries of the character described
in the preceding paragraphs in this Article, either party hereto
shall make any payments to injured employees or to their relatives
or representatives in conformity with (1) the provisions of any
workmen's compensation act or any act creating a liability in the
employer to pay compensation for personal injury to an employee by
accident arising out of and in the course of the employment, whether
based on negligence on the part of the employer or not, or (2) any
plan for employees' disability benefits or death benefits now established
or hereafter adopted by the parties hereto or either of them, such
payments shall be construed to be damages within the terms of the
preceding Sections A anu B and shall be paid by the parties hereto
accordingly.
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E. All claims for damages arising hereunder that are asserted

against or affect both parties hereto shall be dealt with by the
parties hereto jointly; provided, however, that in any case where the
claimant desires to settle any such claim upon terms acceptable to

one of the parties hereto but not to the other, the party which

said terms are acceptable may, at its election, pay to the other

party its proportionate share of the expense which such sett]ement
would involve, and thereupon said other party shall be bound to protect
the party making such payment from all further liability and expense on
account of such claim.

F. In the adjustment between the parties hereto of any
claim for damages arising hereunder, the liability assumed hereunder
by the parties shall include, in addition to the amounts paid to the

claimant, all expenses incurred by the parties in connection therewith,
which shall comprise costs, attorneys' fees, disbursements, and other
proper charges and expenditures.

ARTICLE V

ATTACHMENTS OF OTHER PARTIES

If either of the parties hereto has, prior to the execution
of -this Agreement, conferred upon others not parties to this Agreement,
rights or privileges to use any poles covered by this Agreement, nothing
herein contained shall be construed as affecting said rights or
privileges; and either party hereto shall have the right to continue
such existing rights or privileges. Cwner of any joint poles covered
by this Agreement shall have the sole right to confer upon others,
not parties to this Agreement, rights or privileges to use such poles
as may be owned by such grantor., It is expressly understood, however,
that for the purpose of this Agreement, the attachments of any such
outside party, except attachments of a municipal signal system as here-
Iinafter provided; shall be treated as attachments belonging to the
grantor; and the rights, obligations, and liabilities hereunder of the
grantor in respect to such attachments shall be the same as if it were
the actual owner thereof; provided, however, that where municipal regu-
lations or franchises require either party to allow the use of its
poles for fire alarm, police, or other like signal systems, such use shall
be permitted; but attachments of a municipal signal system made under
such requlations or franchises shall not be treated as belonging to
either party hereto.

ARTICLE V1 -

SERVICE OF NOTICES

Wherever in this Agreement notice is provided to be given
by either party hereto to the other, such notice shall be In writing
and given by letter mailed, or by personal deliver, to the Electric
Company at its office at Richmond, Virginia, or to the Telephone
Company at its office at Mechanicsville, Va.,as the case may be, or
to such other address as either party may, from time to time, designate
In writing for that purpose.
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~ ARTICLE Vi1

BILLS IN PAYMENT FOR WORK

Upon completion of any work performed hereunder by either
party, the expense of which is to borne wholly or in part by the other
and which is not covered by an agreed upon flat fee, the party performing
the work shall present to the other party, within sixty (60) days after
the completion of such work, an itemized statement showing the specific
location, the entire cost of the labor and material employed herein,
supervision, and all overhead charges, and such other party shall,
within sixty (60) days after such statement is presented, pay to the
party doing the work such other party's proportion of the cost of such
work,

ARTICLE VIl

TERM OF AGREEMENT

Subject to the provisions of Article ||| herein, this
Agreement may be terminated, after the first day of January, 1983, upon
one (1) vear's notice in writing to the other party, provided, that if
not so terminated it shall continue in force thereafter until terminated
by either party at any time upon one (1) year's notice [n writing to
the other party as aforesaid, and provided, however, that this
Agreement shall not be terminated while any provisions of any Appendix
hereto remain in effect.

Nothing herein contained shall be construed to prevent
the modification of the terms of this agreement by mutual written
consent of the parties hereto.

ART ICLE 1X

ASS IGNMENT OF RIGHTS

A. Except as otherwise provided in this Agreement, neither
party shall assign or otherwise dispose of this Agreement or any of its
rights or interests hereunder, or in any of the jointly used poles, or
the attachments or rights-of-way covered by this Agreement, to any firm,
corporation, or individual without the written consent of the other

party.

B. Nothing herein contained shall prevent or limit the
right of either party to mortgage any or all of its property, rights,
privileges, and franchises, or lease or transfer any of them to another
corporation organized for the purpose of conducting a business of the
same general character as that of such party, or to enter into any merger
or consolidations; and in case of the foreclosure of such mortgage, or
In case of such lease, transfer, merger, or consolidation, its rights
and obligations hereunder shal] pass to and be acquired and assumed
by the purchaser on foreclosure, or the transferee, lessee, assignee,
merging, or consolidating company.
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ARTICLE X

VIAIVER OF TERMS OR CONDITIONS

The failure of either party to enforce or ipnsist upon com-
pliance with any of the terms or conditions of this Agreement shall
not constitute a general waiver or relinquishment of any such terms
or conditions, but the same shall be and remain at all times in full
force and effect.

ARTICLE XI

PRIOR CONTRACTS

All prior agreements between the parties hereto for the
joint use of poles upon a rental basis within the territory covered
by this Agreement, are, by mutual consent, hereby terminated; and all
joint use facilities after the effective date of this Agreement, shall
be governed and paid for in accordance with the terms hereof,

IN WITNESS WHEREOF, the party of the first part has caused
its name to be signed hereto by its Senior Vice President and its
‘Corporate Seal to be hereunto affixed and duly attested, and the party
of the second part has caused this instrument to be signed by its
Vice President and its Corporate Seal to be affixed hereunto and duly
attested, as of the day and year first written above,

VIRGINIA ELECTRIC AND POWER COMPANY

E%an By: ESxéngfe

Senior Vice PrES|Fidt
)

ijf‘ ATTESTED
rj;7 CONTINENTAL TELEPHONE COMPANY OF VIRGINIA
ﬂ(‘ gﬂ/{_}-) L o 0

C}jfwzﬁaxf

35£&¢4¢4h;>

ATTESTED:

gﬂtb’i& 0 ‘lﬂt&_.
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APPEND X NUMBER |

TO GENERAL JOINT USE AGREEMENT DATED 1-1-78
BETWEEN VIRGINIA ELECTRIC AND POWER COMPANY
AND
CONTINENTAL TELEPHONE COMPANY OF VIRGINIA
COVERING THE

JOINT USE OF WOOD POLES

AND

OVERHEAD RIGHTS-0F-WAY

1. GENERAL

1.01 This Appendix Number | outlines responsibllities,
practices, and procedures to be followed when right-of-way clearing,
trimming, maintenance and joint use of wood poles for overhead
construction Is to be utilized by the Virginia Electric and Power
Company, hereinafter called the "Electric Company,'" and Continental

Telephone Company of Virginia , hereinafter called the '"Telephone
Company."
1.02 Nothing herein contained shall be construed to prevent

the modification of the terms contained herein by mutual consent of
the parties hereto.

1.03 Each Company shall be responsible for acquiring rights
from property owners prior to use of right-of-way for installation
of its facilities.

2. EXPLANATION OF TERMS

2.0l For the purpose of this Agreement, the following terms
when used herein, shall have the following meanings:

(a) '"JOINT USE'" is the simultaneous use of any pole or
structure for attachments by both of the parties.

(b) "“JOINT POLE'" is a pole or structure sultable for the
requirements of the parties and which is the subject of joint use,
Push braces where either pole of both are contacted shall be counted
as one pole contacted. '

(c) "™BASIC POLE'" means a 35-foot Class 5 wood pole which
at least meets the latest specifications of the American Standards
Association, and has a preservative treatment in accordance with the
best modern practice. For the purpose of this Agreement, it is agreed
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between the parties hereto that such basic pole provides space and
strength for the requirements of both parties in -normal joint use
as hereinafter set forth. Nothing herein contained shall be construed
to preclude the use of poles or structures shorter or smaller than
the basic pole provided that such poles or structures provide the
necessary space for the attachments of both parties and comply with
the speciflcations hereinafter referred to.

(d) ''INTERMED|ATE POLE" means a new pole adequate for the
attachments of both parties set between existing poles in a continuous
pole line where the Owner of the existing poles does not need and
foresees no future need for the new pole. This does not apply to
poles required to make a line suitable for joint use under paragraph
3,01 of this appendix.

(e) "OWNER' shall mean the party having sole ownership of
a pole or anchor.

(f) "LICENSEE' shall mean the party using a pole or
anchor jointly with the Qwner.

. (g) 'PARTIES' means the Electric Company and the Telephone
Company as herein defined.

(h) "YATTACHMENTS' are any material or apparatus owned by
either of the parties now or hereafter attached to a joint pole.

(i) M“TRANSFERRING" refers to the moving of attachments
from one pole to another.

(j) "YREARRANGING'' refers to the reconstruction or relocation
of attachments on the same pole.

(k) "POLE RELOCATION' means changing the location of a pole
by skidding or replacing.

(1) MYMUNEXPIRED LIFE" shall mean the value of the remaining
life of the pole in place.

(m) '"BASIC SPACE" is the space on a joint-use pole for the
exclusive use of the parties hereto.

(1) "Basic Space'' for Electric Company is four feet,
eight inches, located above the space of the
Telephone Company and at a sufficient distance
above the space of the Telephone Company to provide
gE:§1E:Lim§§_slaanangg5_rﬂquized_hg_;ng
specifications referred—te—in-Acticle || of the
General Joint Use Agreement dated January |, 1978.

(2) 'Basic Space'' for the Telephone Company is three
feet at a sufficient distance below the space
of the Electric Company to provide at all times
clearances required by the specifications referred
to in Article |l of the General Joint Use Agreement
dated January 1, 1978. °
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(n) "ENCROACHMENT'' means one party using such space on a

pole as to prevent the other party from making full use of its basic
space,

3, ESTABLISHING JOINT USE OF NEW POLE

3.01 Both partlies will mutually exchange any information related
to the initial phases of planning of new pole lines.

3.02 EACH PARTY SHALL MAKE ITS ATTACHMENTS AT SUCH A LEVEL AS TO
PROVIDE THE MAXIMUM POSSIBLE UNUSED SPACE BETWEEN THE TWO PARTIES'
ATTACHMENTS,

3.03 Whenever either party hereto proposes to construct a new
pole line or reconstruct an existing line in a location where it appears
the other party may require space, it shall notify the other party in
writing and if the other party desires to make use of such poles, the
Owner shall then place poles suitable for joint use. POLES TALLER OR
STRONGER THAN THE BASIC POLE WILL BE USED ONLY WHEN THE KNOWN REQUIREMENT
FOR HEIGHT OR STRENGTH EXCEEDS THE NORMAL JOINT USE AND SPACE UTILIZATION,
(See Section 13,)

3,04 In any case where the parties hereto shall conclude
arrangements for the joint use of any new poles to be erected, and the
party proposing to construct the new pole facilities already owns more
than its proportionate share of the joint poles, the party owning less
than its proportionate share of joint poles shall have the right to
erect and own the proposed new joint poles, and will endeavor to
minimize the difference in ownership by setting and owning poles for
new joint use lines, where possible,

L. ESTABLISHING JOINT USE OF EXISTING NON-JOINT-USE POLES

4,01 All poles of either party hereto may be used by the other
party without application, subject however, to all the other terms
and conditions of the Agreement.

L. o2 EACH PARTY SHALL MAKE [TS ATTACHHMENTS AT SUCH A LEVEL AS TO
PROVIDE THE MAXIMUM POSSIBLE UNUSED SPACE BETWEEN THE TWO PARTIES,
ATTACHMENTS,

L. 03 IN THE EVENT EITHER PARTY CAN REARRANGE |TS ATTACHMENTS TO
AVOID REPLACING AN EXISTING POLE, IT SHALL PROMPTLY DO SO PROVIDED
SUCH REARRANGEMENTS MEET THE MINIMUM CLEARANCES REQUIRED BY THE
SPECIF ICATIONS REFERRED TO IN THE GENERAL JOINT-USE AGREEMENT OF
EVEN DATE HEREWITH.

L. o4 Whenever any existing pole is insufficient in height or
strength for Licensee's proposed attachment, Owner shall, upon written
request from the Licensee, promptly replace such pole.-with a new pole
of the necessary height and strength and shall make such other changes
in the existing pole line in #hich such pole is included as the
conditions may then require. (See Section 13)
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5. PLACING ADDITIONAL ATTACHMENTS ON EXISTING JOINT-USE POLES

5.01 IN THE EVENT EITHER PARTY CAN REARRANGE |TS ATTACHMENTS TO
AVOID REPLACING AN EXISTING POLE, IT SHALL PROMPTLY DO SO PROVIDED
SUCH REARRANGEMENTS MEET THE MINIMUM CLEARANCES REQUIRED BY THE
SPECIFICATIONS REFERRED TO IN THE GENERAL JOINT=USE AGREEMENT
DATED JAN. 1, 1978. THE PARTY MAKING THE REQUEST SHALL REIMBURSE THE
OTHER PARTY THIS REARRANGEMENT COST AS SET FORTH IN SECTION 22 OF
THIS APPENDIX 1,

5.02 Whenever any jointly used pole is insufficient in height
or strength for the exlisting attachments and the proposed additional
attachments, the party desiring the change shall notify the other
party in writing and the Owner shall promptly replace such pole with
a new pole of the necessary height and strength and shall make such
other changes in the existing pole line in which such pole is
Included as the conditions may then require. (See Section 13,)

5.03 An encroaching party shall rearrange its facilities or
replace the pole if necessary at its expense,

6. PLACING ATTACHMENTS I[N SPACE OF THE OTHER PARTY

6.01 Either party requiring space in excess of normal joint use
may encroach in space provided for the other party on an existing or
newly erected pole without application provided that the terms of this
Agreement and the Specifications referred to in Article || of the'
General Joint-Use Agreement, of even date herewith, are fully complied
with.

7. REPLACING POLES FOR CIRCUITS ABOVE 20.0 KV

7.01 Whenever any Telephone Company pole must be replaced after
a joint engineering decision to accomodate an electric power circuit
being converted to a voltage exceeding 20 k. v. phase to phase the
Electric Company shall take over the location and set the new pole at
its expense, The Telephone Company shall remove the old pole at its
expense.

8. RELOCATING POLES

8.01 Whenever it is necessary for Owner to change the location of
a jointly used pole, Owner shall, before making such change, give notice
thereof in writing (except in cases of emergency when verbal notice may be
glven, and subsequently confirmed in writing) to the Licensee, specifying in
such notice the time of such proposed relocation, and the Licensee shall, at
the time so specified, transfer its attachments to the relocated pole.

8.02 If an existing pole is relocated at Licensee's request or for
Licensee's sole benefit, Licensee shall reimburse Qwner.

(a) Actual cost {f Owner's conductors must be spliced in
order to reach the new pole location.

(b) Flat charges provided in Section 22 if conductors can
be transferred without splicing.
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9. JOINT USE OF ANCHORS

9.01° Whenever either party desires to attach its guy wires to
the anchor rod of the other party, it shall make written application
therefore specifying therein the location of the anchor rod in question
and giving the ultimate strength of the proposed guy wire to the anchor

rod.

9.02 When a line is being constructed or reconstructed for joint
use, the Owner shall place one double-eye rod and an anchor adequate
for the ultimate strength of the guy wires to be placed immedjately
by both parties. When the ultimate strength of the guy wires to be
attached is greater than the capacity of one anchor, each party shall
place an anchor adequate for its own needs. When the Owner places an
anchor for joint use, the Licensee shall have clear access to one eye
of the rod.

9.03 It is understood and agreed that attachments to existing
anchor rods by Licensee shall be made with an approved fitting attached
to the anchor rod, unless the rod is a double-eye rod with space ’
available for another attachment.

9. 04 Whenever public authorities or private property owners
require the replacement of myltiple anchors with a single anchor,
the Owner of the pole shall proceed in accordance with Paragraph 9.02.

9.05 The Owner of the anchor in any case reserves the right to
. require the other party to remove its attachment if and when the Qwner
requires the full holding power of the anchor,

10. RESPONSIBILITY FOR PLACING, REARRANGING, TRANSFERRING, MAINTAINING,
AND REMOVING ATTACHMENTS

10,01 Except as herein otherwise expressly provided, each party
shall at its own expense, place, maintain, rearrange, transfer, and
remove its own attachments, and do any tree trimming or cutting
incidental thereto, place such guys as are necessary to sustain the
unbalanced strain of its own attachments, and shall at all times
perform such work promptly and in such a manner as not to interfere
with the service of the other party.

-

11. TRANSFERR NG CERTAIN TELEPHONE ATTACHMENTS BY ELECTRIC COMPANY CREWS

11.01 Whenever it is necessary to replace or relocate a jointly
used pole, the Owner shall, before making the change, give written
notice to the Licensee so that the Licensee may make arrangement for
the transfer of its attachments. HOWEVER, THE ELECTRIC COMPANY MAY,
WHEN RELOCATING OR REPLACING A POLE CARRYING CERTAIN KINDS OF TELEPHONE
COMPANY ATTACHMENTS, REMOVE SAID ATTACHMENTS FROM THE OLD POLE AND
TEMPORAR |LY.FASTEN THEM TO THE NEW POLE (N A SAFE AND SECURE MANNER,
where the Telephone: Company attachments are such that they can be
temporarily transferred without damaging the equipment or interrupting
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service. The Telephone Company will inform the Electric Company
as to the certain kinds of attachments which may be handled by the

Electric Company.

11,02 IN ANY CASE WHERE SUCH TEMPORARY TRANSFER 1S MADE, VERBAL
NOTICE SHALL BE PASSED TO THE TELEPHONE COMPANY NOT LATER THAN THE
BEGINNING OF THE NEXT REGULAR WORKING DAY, The verbal notice is to be
confirmed in writing, referring to the fact that verbal notice wds
given, thus preventing temporary transfer conditions from posing a
hazard to the public or to the workmen,

12, RIGHTS-0F-WAY FOR LICENSEE'S ATTACHMENTS

12.01 No guarantee is given by the Owner of permission from
property owners, municipalities or others for the use of its poles by
the Licensee, and if objection is made thereto and the Licensee is
unable to satisfactorily adjust the matter within a reasonable time,
the Owner may at any time, upon ninety (90) days' notice in writing
to the Licensee, require the Licensee to remove its attachments from
the poles involved; and the Licensee shall, within ninety (90) days
after receipt of said notice, remove its attachments from such poles at
its sole expense, Should the Licensee fail to remove its attachments
as herein provided, the Owner may remove them at the Licensee's expense
without any liability whatever for such removal or the manner of making
It. The Licensee shall reimburse the Owner on demand for the expense

incurred.
13. COST OF ERECTION OF JOINT POLES

13.01 Basic Pole

Poles which provide basic space shall|l be furnished and
erected at the sole expense of the Qwner.

13.02 Poles Taller and/or Stronger Than Basic Pole

(a) Cost of Extra Height Due to Excessive Sag

When the sag of line conductors requires extra pole
height and class to give ground clearances under flat terrain conditions
and clearances between conductors of the parties hereto in compliance
with the specifications named in Article [|, the cost of such extra pole
height and strength as provided in Paragraph 22 shall be borne as follows:

(1) The Electric Company shall bear the cost if the
facilities of the Electric Company saq to the
extent that the facilities of the Telephone Company
cannot be placed at the highest point in its
al located space, using normal attachment
construction, and if the facilities of the Telephone
Company, when so placed, would not saa lower than
permitted by the specifications named in Article ||,
under flat terrain conditions.
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(2) The Telephone Company shall bear the cost |f the
facilities of the Electric Company do not sag to
the extent that they prevent the Telephone Company
from attaching its facilities at the highest point
in its allocated space, using normal attachment
construction, and if the facilities of the Telephone
Company do sag lower than permitted by the specifi=
cations named in Article ||, under flat terraln
conditions.

(3) The costs shall be borne equally if the facilities
of the Electric Company sag to the extent that the
facilities of.the Telephone Company cannot be
placed at the highest point in its assigned space,
using normal attachment construction, and if the
facilities of the Telephone Company, when so
placed, would sag lower than permitted by the
specifications named i1n Article ||, under flat
terrain conditions.

(4 In spans of more than 150 feet the responsibility
for bearing the cost of excessive sag shall be
determined as provided in Paragraphs (1),(2) and (3)
for spans of 150 feet or less, except that the cost
of any extra pole height required solely to meet
the requirements of Rule 23883 (c) of the National
Electric Safety Code which further limits sag with
reference to a straight line joining the highest
points of support of the highest communications
attachments, shall be borne equally by the parties
under the terms of Paragraph 13.03 below.

(b) Cost of Extra Height for Other Reasons

(1) The cost of extra height or class to provide ground
or other code clearance to meet the requirements of
other than the parties hereto shall be borne
equally by the parties (see General Agreement,
Article V, "Attachments of Other Parties'.)

| (2) The cost of extra height or class to provide pole
space in addition to Basic Space required by either
party shall be borne by that party,

(3) The cost of extra height or tlass to provide pole
space in addlition to Basic Space when required by
both parties hereto shall be borne equally by both
parties,

13.03 Pale Replacement by Licensee

It is recognized by the parties hereto that the service
requirements of customers scmetimes makes prompt replacement of poles
necessary, |f such is the case, the Licensee shal] so naotify the Owner.
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Then, if within ten working days é%ter recg*pt of such notification to

replace a pole the Owner has not done so, the Licensee may, in order to
meet the emergency conditions, replace the pole with a pole of the
required height and strength from Licensee's supply. The Owner of the
replaced pole shall reimburse the Licensee the actual cost of the
replacement ipcluding material cost of the pole in accordance with
Article Vi, Bills in Payment for Work, of the General Joint-Use
Agreement. The special provisions of this paragraph shall not be
construed to relieve the Owner of its obligations to replace poles a5
necessary to provide for the requirements of the Licensee, as outlined
in Paragraphs 4.04 and 5.02, Appendix |.

13,04 Intermediate Pole

See Section 22 of this Appendix | for costs.
14, MAINTENANCE OF POLES AND ATTACHMENTS

14.01 Owner shall, at its own expense, maintain its jointly used
poles in a safe and serviceable condition, and in accordance with
the specifications referred to in Article || of our General Joint-Use
Agreement and shall replace or repair such of said poles as become
defective. Except as otherwise provided in Paragraph 14.02, each

party shall, at its own expense, at all times maintain all of its
attachments in accordance with the Specifications referred to in
Article |l of the General Joint-Use Agreement, and keep them in

safe condition and thorough repair.
-

14,02 Any existing joint-use construction of the parties hereto
which does not conform to the Specifications referred to in Article I/
of the General Joint-Use Agreement, shall be brought into conformity
therewith as rapidly as practicable and reasonable; and the plan for
the order of carrying on the work shall be as mutually agreed upon by
the parties hereto. In case of reconstruction of the attachments on
any joint-use pole or in case of replacement of any joint-use pole,
the pole and any attachments thereon shall be made to conform to such
Specifications.

14.03 When such existing joint-use construction shall have been
brought into conformity with the Specifications referred to in
Article Il of our General Joint-Use Agreement, it shall at all times
thereafter be maintained as provided in Paragraph 14.01.

15, RESTORATION OF SERVICE IN EMERGENCIES

15,01 It is recognized by the parties hereto that prompt restoration
of electric and telephone service in emergencies is vital. Accordingly,
whenever it is necessary far the Licensee, rather than the Owner, to
replace or repair an existing pole in an emergency because of its
having been damaged or destroyed, the Owner of the pole being replaced
or repaired will pay the Licensee the actual cost of such replacement
or repairs in sccordance with Article VIl of the General Joint-Use
Agreement. This provision shall not apply to major casualties such
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as those caused by hurricanes, sleet storms, or war, unless by mutual
agreement, but shall apply to minor damage due to such causes.

16. ABANDONMENT OF JOINTLY USED POLES

16.01 If the Owner desires at any time to abandon any jointly
used pole, it shall give the Licensee notice in writing to that effect
at Jeast sixty (60) days prior to the date on which it intends to
abandon such pole. |[If, at the expiration of said period, the Owner
shall have no attachments on such pole but the Licensee shall not
have removed all of its attachments therefrom, such pole shall thereupon
become the property of the Licensee and the Licensee shall save
harmless the former Owner of such pole from all obligation, liability,
damages, cost, expenses, or charges incurred, because of or arising
out of, the presence or condition of such pole or of any attachments
thereon at any time thereafter and shall pay the Owner of such
abandoned pole or poles in accordance with Paragraph 22,05 of this
Appendix. Owner shall give to Licensee a bill-of-sale covering the
pole or poles involved.

16.02 The Licensee may at any time abandon the use of a jointly
used pole by removing therefrom any and all attachments it may have
thereon,

(]

16.03 Whenever a pole is abandoned as provided in Paragraph 16.0]
above, the Owner shall remove its identification of ownership as soon
as practicable.

17. PROCEDURE WHEN CHARACTER OF CIRCUITS IS CHANGED

17.01 When either party desires to change the character of its
circuits on jointly used poles in such a manner as could be reasonably
deemed to have an adverse effect on the other party's ability to render
its service, the party desiring to make such change shall give written
notice to the other party ninety (90) days prior to such contemplated
change or sooner if possible.

17.02 The parties shall then cooperate in determining (1) the
conditions under which joint use may be continued on a mutually
satisfactory basis, or (2) the most practical and economical method
of providing for separate 1ines, .

{703 In the latter event, the party whose circuits are to be
removed from the joint poles shall promptly carry out the necessary work.
Unless otherwise agreed, the party remaining on the old poles shall pay
the party removing its circuits a sum equal to the value of the
unexpired 1ife of the facilities that are being removed from the old
line, plus the cost of removal minus the salvage value, as determined
by the party removing its facilities.
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18.01 All poles jointly occupied by the parties hereto shall be
subject to annual payment, '

18.02 The party owning the least number of joint use poles shall
make an annual payment to the other party in an amount equal to the
number of poles by which it is deficient times an annual payment rate
as follows:

1978 - $5.05°
1939 = $5.25
1980 - §5.45

1981 - $5.65

18.03 A field survey of poles shall be conducted at intervals of
five (5) years, or as otherwise mutually agreed upon, beginning in 1983
to determine the then current number of joint use poles owned by each

party.

18.04 The party owning the larger number of joint use poles shall
submit by November 1, of each year, a bill to the other party in
accordance with Paragraphs 18.02, and 18.04 (a) and (b).

(a) The bill for the ycar of a survey shall be based on
the number of poles determined by the survey.

(b) 7he bill for each of the years between surveys shall
be based on the number of poles determined by the preceding survey.

(c) Settlement for shortages or overpayment shall be made
at the completion of the next field survey.

18.05 Final settlement for the years between surveys. Upon
completion of each field survey, the number of joint use poles determined
thereby shall be compared with the number of poles determined by the preceding
survey, Any difference shall be deemed to have occurred at a uniform
rate annually and shall be spread evenly to the years back to the preceding
survey, Payments previously made in accordance with the provision of
Paragraph 18.04 (b) for the intervening years shall be adjusted for shortage
or overpayment accordingly.

18.06 Annual payment shall cover the calendar year, and shall be
made after receipt of the bill but not later than December 1, of the
calendar year,

19. PERIODIC READJUSTMENT OF ANNUAL PAYMENTS

19.01  On January 1, 1982 and at the end of every three year period
therecafter, the annual payment rate shall be subject to readjustment
at the request of either party made in writing to the other not Jater
than sixty (60) days before said date or at the end of any such three
year period, as the case may be, |f (6) six months after the receipt of
such a request by cither from the other, the parties hereto have not
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agreed upon a readjustment, then the annual payment rate for the latest

year set forth in section |8 shall be applied until otherwise agreed
by the parties, provided, however, that said annual payment rate shall
be cumulatively increased each year by an annual escalatjon factor of

3.82%

20, CLEARING, TRIMMING AND MAINTENANCE OF JOINT USE QVERHEAD RIGHTS-0F-
WAY

20.01 EXPLANAT ION OF TERMS

For the purpose of this Agreement, the following terms,
when used herein, shall have the following meanings:

(a) '"'PARTIES'" means the Electric Company and the Telephone
Company as defined in the General Agreement.

(b) "UNIFORM RIGHT-OF-WAY' means a right~of-way that
requires, or has required, ground and sidewall clearing.

(c) ''NON-UNIFORM RIGHT=0F-WAY" means a right-of-way where
no groundline clearing is required, such as along a city street.

(d) ""GROUND-L |NE CLEARING' means the cutting and disposition
of all trees and underbrush within the limits of the right-of-way.

_ (e) '"SIDEWALL CLEARING'" means the cutting and disposition
of tree limbs and branches from trees growing outside the limits of
the right-of-way to establish a vertical 'wall' at the limits of the
right-of-way.

(f) "INITIAL CLEARING' means the clearing done at the
time the right-of-way is first cleared.

(g) "MAINTENANCE RIGHT-0F-WAY CLEARING'' means subsequent
ground-line clearing and sidewall clearing up to a height of eight (8)

feet on "Uniform Right~of=Way",

(h) '""TREE TRIMMING' means initial tree trimming done by
each company to make its own wires and facilities free and clear in
a non-uniform right-of~way situation, and maintenance trimming done
to keep the wires and facilities free and clear whether the right-of-way

Is uniform or non-uniform.
20,02 OVERHEAD RIGHT~OF-WAY USED FOR OVERHEAD PLANT

(a)  Initial riaht-of-way clearing and tree trimming - [t
shall be the responsibility of the pole Owner to perform the initial
ground clearing and sidewall trimming where a uniform right-of-way exists
to care for the requirements of both parties. The work shall include
cutting undergrowth and trimming of trees from ground to tree tops and
required disposition of effects. The party performing the initial
clearing shall be advised by the other party of its right-of-way require~

ments.,

1 3



(b) Initial cﬁQ?HQ\’:ﬁ&SQHy tree trimming is involved =

Each party shall, at its own cost and expense, do such tree trimming
and disposition of effects as it deems necessary to provide clearance
when a non-uniform condition exists, Generally, ground clearing is
refered to as right-of-way clearing.

(c) Maintenance right-of=-way clearing

(1) 1t shall be the responsibility of the pole Owner
to perform normal ground clearing or chemical brush
control and sidewall trimming up to a level of
eight (8) feet to maintain the uniform portion of
the right-of-way at its established width.

(2) If maintenance right-of-way clearing Is not
performed by the pole Owner as required by
Paragraph (1) above, the other party may upon
mutual agreement clear said right-of-way, or
after sixty (60) days' notice in writing, clear
said right-of-way. '

(d) Maintenance tree trimming -~ Each party shall, at its
own cost and expense, do such trimming as it deems necessary to keep its
own wires and facilities free and clear in all maintenance situations
regardless of whether a uniform or non-uniform condition, or both
conditions apply. By mutual agreement, such tree trimming may be done
for the benefit of the two parties, by one party, or by one contractor
approved by both parites. .

(e) Occasional maintenance tree removals - Either party
may ask the other to participate in the cost of removing a tree which
Is considered to be Interfering or endangering joint-use facilities
of the parties. Upon such request by the one party, the other party
may elect, or not elect, to share such cost. |If the notified party
elects to share the cost, the cost shall be divided as provided in
following Paragraph 20.02 (g). Either party may remove such tree
depending upon their agreement to participate and to share cost.

(f) MWidening rights-of-way on existing joint-use lines

(1) When the cleared width of right-of-way for an
existing joint-use line is increased beyond its
established width to satisfy the requirements of
one party to the Agreement, that party will be
responsible for performing the work and will bear
100% of the cost,

(2) If It Is mutually agreed that the extra width will
benefit both parties, the party owning the pole
line will perform the work, and the cost will be
divided as follows: :

Up to 15 feet from center |ine;

Telephone Company 35%
Electric Company 65%

-] 2=
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Beyond 15 feet from center line;

Electric Company _ 100%

(3) The pole Owner shall perform normal ground clearing
or chemical brush control and sidewall trimming up
to a level of eight (8) feet to maintain the right=
of-way at its newly established width, in accordance
with the terms of Paragraph 20.02 (f) (2).

(g) Division of cost of right-of-way clearing - The cost
of work covered in Paragraphs 20.02 (a) and 20.02 (c), excepting the
portion of right-of-way more than 15 feet from the center line, shall
be divided between the two parties, 35% to the Telephone Company and
65% to the Electric Company. The cost of work in Paragraph 20.02 (e)
shall be subject to this same division between the parties If by mutual
consent both parties agree to share such cost.

(h) Determination of billing - The cost to be divided shall
consist of only the contractor's bill and shall exclude any costs of
supervision and overhead of the party having the contractor to perform
the work.

(I) Joint use of existing cleared right-of-way = Where
jolnt use is not entered into when a new line is first constructed
but Is entered into within twelve (12) months of the initial construction
the party who performed the initial clearing shall be reimbursed as
provided in Paragraph 20.02 (f) (2).

20,03  OVERHEAD RIGHT-OF-WAY USED FOR BURIED PLANT

(a) The party placing its buried facilities in a trench on
a right-of-way which has been cleared by the other party for overhead
plant shall pay 20% of the initial clearing costs,

(b) The party placing its buried facilities by means of
plowing shall pay 35% of the initial clearing costs.

(c) If the underground facilities are placed more than
twelve (12) months after the initial clearing of the overhead right-of-
way, the above charges are not applicable.

(d) Should either party desire to locate its underground
facilities on right-of-way used by the other for overhead facilities,
It shall, insofar as possible, locate its underground facilities a
minimum of seven (7) feet from the pole line. When the pole line
parallels a highway, street, or road, the underground facilities may
be located on the field side and at a minimum of seven (7) feet from
the line insofar as possible. Crossings from one side of the pole
line to the other shall be located as near midpoint of the pole span
as possible and markers shall be installed at each angle point of the
crossing. Crossirgs shall be held to an absolute minimum due to the
operating hazards that would result.

(e) The party desiring to install parallel underground
facilities on overhead right-of-way shall notify the other party in
writing prior to making the installation.
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2]. BONDING FOR AERIAL LINES .

This section covers the procedures to be followed when
it becomes necessary to bond the Telephone Company cable sheath to
Electric Company multi=grounded common neutral system.

21.01 Definition - Pole Ground consists of a ground rod and a
#6 or larger solid copper wire or equivalent aluminum wire running
vertically from the rod to the multi-grounded neutral.

21.02 New Joint-Use Pole Lines - The company setting poles will
install pole grounds at all jointly engineered pole locations, where
necessary, ]

21,03 Existing Joint-Use Pole Lines

(a) When the Electric Company changes the character of an
overhead circuit by increasing the primary voltage above 20 Kk.v. phase
to phase, pole grounds along that circuit required by the Telephone
Company shall be provided by the Electric Company at the Electric Company's
expense,

(b) When the Telephone Company requires pole grounds
beyond the limits of an Electric Company conversion covered in (a)
above and/or on other joint-use lines the Telephone Company will place
the pole ground at its expense and the Electric Company will attach
it to the multi-grounded neutral and bill the Telephone Company $21.00
for the first attachment and $7.00 for each subsequent attachment, all
located in the same vicinity., The bill will show the number of
attachments and the Telephone Company order number for such work.

(c) The Telephone Company will make the connection from
the pole ground to the telephone cable under (b) above,

21.04 Adjustment of Fixed Charges - After two (2) years from the
effective date of this Appendix, and every two (2) years thereafter,
the fixed charges established in Paragraph 21.03 (b) above may be
revised if mutual studies substantiate the need,

22, FIXED CHARGES TO BE BILLED FOR UNEXPIRED LIFE, EXTRA HEIGHT,
INTERMED |ATE POLES, REARRANGEMENTS, AND PURCHASE OF POLES

This section covers the fixed charges to be bjilled
by the Owner to the Licensee for purchase of poles, unexpired |ife,
extra height and/or strength when the Owner is requested by the
LTcensee to install or replace a pole to provide extra height and/or
strength; also fixed charges to be billed to the Licensee by the
Owner for Installation of intermediate poles and rearrangements.

22.01 (Unegpired'life ~s=sosssass e e SO RIS e e R §33.00

22,02 Extra Height = When the Licensee requests the Qwner to
provide extra height, including poles on which cost is shared, the
Owner shal] bill the Licensee ===seemcmammcnmarcrrene e ne———— §18.50
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22.03 Intermediate Pole(s

(a) When the Electric Company requesté the Telephone
Company to install an intermediate pole, the charge shall be

----------------------------------------------------------------- $70.00
(b) When the Telephone Company requests the Electric
Company to install an intermediate pole, the charge shall be L
----------------------------------------------------------------- $88.0
22,04  Rearrangement =-—-==mmmmmm e e ¢15,00
22.05 Purchase of Poles .

(a) It is mutually agreed that the purchase price of poles
by either company will be for the fixed sum of $20.00 per pole. This
is a weighted average figure for all poles, regardless of age, heijght,
class, or additional height payments.

(b) It is also mutually agreed that each bill of sale will
cover all the poles purchased within a period of approximately three (3)
months, and bill of sale shall be paid within six (6) months after
delivery to purchaser,

22.06 Adjustment of Fixed Charaes - After two (2) years from the
effective date of this Appendix, and every two years thereafter,
the fixed charges established in this Paragraph may be revised if
mutual studies substantiate the need,

23. EFFECTIVE DATE

23.01 The effective date of this Appendix Number |, concerning
the joint use of wood poles and overhead rights-of-way, shall be

January 1, 1978.
24, TERM OF APPEND IX

24 .01 Subject to the provisions of Article [I], this Appendix
may be terminated, so far as concerns further granting of joint use
by either party, after the first day of January, 1982, upon one (1)
year's notice in writing to the other party provided, that if not so
terminated it shall continue in force thereafter until terminated
by either party at any time upon one (1) year's notice in writing to
the other party as aforesaid, and provided further that notwithstanding
such termination, this Appendix shall remain in full force and effect
with respect to all right-of-way and wood poles jointly occupied by
the parties at the time of such termination.
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DONE in duplicate, each part being an original.

VIRGINIA ELECTRIC AND POWER COMPANY
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Manager - Divisian Se vices

CONT INENTAL TELEPHONE COMPANY OF VIRGINIA
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