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INTRODUCTION

PLEASE STATE YOUR NAME, BY WHOM YOU ARE EMPLOYED, AND
YOUR BUSINESS ADDRESS.

My name is Veronica Mahanger MacPhee, and [ am the owner of Mahanger Consulting
Assoctates (MCA). My business address is 21 Heather Lane, Sparta, New Jersey 07871.

WHAT ARE YOUR JOB RESPONSIBILITIES?

I am responsible for providing MCA’s consulting services, and for the general operation
of the company.

WHAT IS YOUR EDUCATIONAL BACKGROUND?

| was graduated from Temple Bueli College in Denver, Colorado (previously Colorado
Woman’s College, now absorbed into Denver University) with a Bachelor of Arts degree,
from the University of Calgary Faculty of Law in Calgary, Alberta, Canada with a
Bachelor of Laws, and from Duke University School of Law in Durham, North Carolina
with a Master of Laws. While a student at Duke Law and then post graduation, [ served
as Assistant Dean of the School of Law from January 1980 until May 1983. [ was
admitted to the North Carolina State Bar in March 1983. My résumé is attached as
Attachment VMM-1.

PLEASE OUTLINE YOUR WORK EXPERIENCE.

In December, 1984, after a brief stint in private practice, I joined GTE South
Incorporated in Durham, North Carolina, as the attorney in charge of its agreements for
the placement and maintenance of its outside plant facilities. Since leaving GTE in June
of 1989 I have owned and operated MCA, through which | provide consulting services to
telephone and cable television companies in the US and Canada with respect 1o joint use

of poles and conduit and related matters.
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WHAT IS JOINT USE OF POLES?

Historically the term “joint use” referred to shared use by local telephone companies
(TelCos) and electric companies (EICos) in their commoen operating areas for placement
of their respective cable facilities and related equipment. There were two types of
agreements that governed such shared pole use: (i) “space rental” agreements, where one
utility used a pole owned by the other utility, and (ii) “joint ownership” agreements,
where the two companies owned an agreed percentage of each jointly utilized pole.
While it is often loosely applied to any shared use of a utility pole, | prefer to use the term
“joint use™ to apply to TelCo/ElCo space rental agreements, as distinct from “joint
ownership” agreements.

ARE POLES STILL USED TODAY JUST BY LOCAL TELCOS AND ELCOS?
No. Today peles are also occupied by cable television companies and the many new
entrants into the telecommunications arena, and contracts governing such usage are not
generally called joint use agreements but “pole (attachment) license™ agreemenis,
because these entities typically do not own poles. [ should add that utility poles are also
used by local municipalities for the placement of streetlights, and sometimes by
individuals to carry privately owned facilities.

DESCRIBE YOUR EXPERIENCE WORKING WITH JOINT USE
AGREEMENTS AND RELATED MATTERS?

As attorney to GTE’s OSP Construction and Engineering Department I negotiated and
managed all GTE South’s contracts and license agreements governing the construction
and maintenance of its outside plant facilities in the eight southeastern states in which it
operated, including joint use agreements with power companies for the joint use of poles

and conduit, cable television pole and conduit license agreements, public and private



22

23

24

IL

Q8.
A8.

IIL

Q9.
A9.

licenses and easements, and later, outside plant (OSP) and central office equipment
(COE) engineering and construction contract labor agreements. Since 1989 | have
consulted for telephone and cable companies regarding in particular the historical
evolution of joint use and joint ownership of poles, and associated rate methodologies.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

[ have been asked to render an opinion as to whether or not the rental rate of $45.00 per
pole that Dayton Power and Light (DP&L) has charged AT&T for the net difference in
the parties’ pole ownership has been developed accurately, and in accordance with their
underlying Joint Pole Line Agreement. [ have also been asked to render an opinion as to
how a rate methodology and resulting rate should be developed.

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

WHAT ARE YOUR CONCLUSIONS?

My primary conclusion is that DP&L’s proposed rate cannot be imposed upon AT&T
because it was not developed in accordance with the parties’ Joint Pole Line Agreement,
as DP&L contends. Although DP&L’s claim is that the rate of $45.00 is a “defauit rate”
directed and justified by the parties’ Agreement, this is in fact not the case. DP&L’s rate
depends upon several assumptions that underlie its component factors, only one of which
(a one-half pole cost allocation to AT&T) may be found in the default rate provision of
the parties’ Agreement. DP&L either could not or would not apply any of the other
principles expressed in the default rate provision - those that dictate how pole cost must
be determined for the default rate. Instead, DP&L has looked to sources and authorities
outside the Agreement in order to develop its pole cost, which it may not legitimately do

and still claim that its rate is the default rate produced by the Agreement.
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WHAT ARE YOUR RECOMMENDATIONS?

First, the inherent impossibility of determining the default rate that this Agreement
envisioned must be recognized - DP&L and quite possibly AT&T cannot reconstruct
their respective pole costs precisely as the defauit rate clause directs, and thus the clause
and its interpretational provisions are obsolete. Secondly, it needs to be recognized that
the two-party pole usage conditions that gave rise to a 50/50 default rate clause in the first
place in 1930 are also obsolete, and cannot be maintained or sustained in the current
environment of multi-party joint pole use. Based on these two realities, my
recommendation is two-fold, Pole usage and corresponding ownership percentages need
to be developed that reflect these parties’ actual respective pole cccupancy in today’s
changed environment, and then these percentages need to be applied to pole costs that
reflect the actual costs and benefits of joint pole use - but only of joint pole use, and not

such costs as are associated with the parties’ respective business requirements.

HISTORY AND EVOLUTION OF JOINT/SHARED USE OF UTILITY POLES
WHEN WAS THE JOINT USE OR SHARING OF UTILITY POLES INITIATED?

Joint pole use was initiated in the 1920s between local telephone and electric utilities.

WHAT WAS ITS INTENT?

The intent was to minimize costs and maximize savings by using one joint pole instead of
two separate poles for the placement of the two companies” facilities, which had the
added acsthetic benefit of minimizing the protiferation of utility poles across the country.

HOW WOULD YOU DEFINE THE GOVERNING PRINCIPLE OF JOINT POLE
USE AT ITS INCEPTION?

There was a simple principle underlying joint pole use - fair and reasonable allocation of

the costs and benefits associated with shared use of a “standard” utility pcle among its
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users, typically identified in early joint use agreements as a 35-foot Class 5 pole made of
wood,

WAS THERE THEN OR IS THERE NOW A SINGLE OR STANDARD
CONTRACT OR FORM OF AGREEMENT FOR THE JOINT USE OF POLES?

No. Although joint use agreements address the same issues for the most part - standard
pole height, the allocation of pole space, the division of costs, rental payments for
occupying the owner’s pole, the sharing of liability - there are always variations from
agreement to agreement, some small, some significant.

WHAT TYPICALLY DETERMINES THE VARIATIONS FROM AGREEMENT
TO AGREEMENT?

The variations tend to reflect the interests and concerns of the parties as unique and
independent contracting entities. For the most part they are a function of when an
agreement was signed, and reflect the changing conditions of joint pole usage.

CAN YOU DESCRIBE SOME OF THE VARIATIONS?

One can compare DP&L’s own joint use agreements to discern many variations,
Attachment YMM-2, Table of Differences among DP&L Joint Use Agreements,
compares DP&L’s Agreement with AT&T, which was signed in 1930, with five DP&L
agreements with other joint users signed between 1969 and 1973. The DP&L/AT&T
1930 Joint Pole Line Agreement allocated 3 feet of space for attachments to AT&T and 4
feet to DP&L on a standard 35-foot wood pole (for rear Jot construction) and a standard
40-foot wood pole (for street construction), and established equal pole rental rates.

Compare this with the agreements drafted by DP&L in 1969-1973, some 40 years later.

stk koo R R o o ok ok o o R s O sl R R o sk ol R o sk s ok RO R R NN
e g oo ok oo o o o R o R o R o R s o R o s e o sl ko sk R sk ok R o
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—

16
17
18

20
21
22

23
24

25

27

Q17.

Al7.

Q18.

AlS.

Q19.

Al9,

Q20.

A20.

WHAT ARE THE MOST NOTABLE DIFFERENCES BETWEEN THE DP&L
1969-73 AGREEMENTS AND ITS 1930 AGREEMENT WITH AT&T?

T L T P e T e L T T T e
ol oo oo oo o s ook sk s o ok ok ool o ok ool ook o B s oo R o SR R R
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IS THERE ANY OTHER NOTABLE DIFFERENCE BETWEEN THE DP&L
1969-73 AGREEMENTS AND ITS 1930 AGREEMENT WITH AT&T?

One other noteworthy difference is the fact that under the 1969-73 agreements, *¥¥***

FEE AR B AR R R R RN R R R R R SRR R R SRR Rk Rk Rk Rk Rk Rk
T T L T T R P F e e P R T TS R Y
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ARE THERE ANY PROVISIONS IN THE 1930 DP&L/AT&T AGREEMENT
WHICH WERE CARRIED FORWARD AND RETAINED IN THE 1969-73
AGREEMENTS?

o o ok ok o o o ool oo ok o of o ook o oo sl ol o o ok ok ok o o s o ok oo R sk o ke ek ok ok ok R R kR ok K
o8 8 4 0 s S o oo R A s o s o kB o R e o R o R o kR B R R R R

LEE L EE LR RIS L Y 2]

ARE POLE USAGE CONDITIONS TODAY THE SAME WITH RESPECT TO
THE NUMBER OF ATTACHERS AS EXISTED IN 1969-73, WHEN THESE
DP&L AGREEMENTS WERE DRAFTED?

No, *rdddddidrdrtrkdbdhbikdhhibrtiiobdErtdhibbrtionihhrd fhkkbidbbkiohks

¥x¥%xx* They predated an explosion of multiple pole users that began with the advent of

CATY in the 1970s, just after these contracts were drafted, but that has proliferated since
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the passage of the 1996 Telecommunications Act. These contracts are now outdated once

again with respect (o ¥ ¥ F & FEEk kKR KRR EREFRFHERRRERLEERREEFIRRRERRH

HAVE THE CONDITIONS OF SPACE USAGE AS BETWEEN AT&T AND
DP&L REMAINED THE SAME OVER THE LIFE OF THEIR AGREEMENT?

No. Since this Agreement was signed the space requirements of the electric and
telephone industries have diverged widely. Back in 1930 the space requirements of the
two users of a pole were the same or nearly the same for the open (un-insulated) copper
wire they both used. But improvements in efficiency achieved by the two industries have
been tied directly to space usage, with dramatic change - in opposite directions.

CAN YOU DESCRIBE THE DRAMATIC CHANGE IN SPACE USAGE IN

DIVERGENT DIRECTIONS OF THE ELECTRIC AND TELEPHONE
INDUSTRIES?

Over time, to provide the increasingly higher voltages required to serve their customers,
electric companies went from Delta construction (without a neutral) to a “Y™
configuration {(with a neutral), and needed increasing numbers of increasingly larger
transformers to step down these higher voltages. Their space usage requirements
expanded greatly as a consequence. The reverse happened with telephone companies.
As they went from open copper wire to insulated fiber optic cable with infinitely greater
pair capacity for serving their customers, their space usage contracted and is continuing
to do so.

DO YOU BELIEVE THE 1969-73 AGREEMENTS WERE DRAFTED BY DP&L?

ok ok o ok ook ok K ok o ok ok ook ok R ok o ke e o o e o S K o ok e o ol o A ol il ool o o o ol e o o e ol ok ok sk sl ol o ol ol o o o oR o ok ok e

e o B OR BB R  RRRR R RkRRRR R R Rk Rk F kR kR
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METHODOLOGIES FOR SHARING COSTS

IF THERE IS NOT A SINGLE FORM OF JOINT USE AGREEMENT, IS THERE
AT LEAST A STANDARD METHODOLOGY FOR SHARING THE COSTS AND
BENEFITS OF JOINT USE?

No. Over the years | have encountered a number of different approaches to the sharing of
joint use costs and henefits as between TelCos and EICos, reflecting differing
assumptions and priorities depending on their source.

HAVE ANY GUIDELINES BEEN PUBLISHED TO PROVIDE RATE
DEVELOPMENT GUIDANCE TO JOINT USERS?

1 know of two quite different broad-brush approaches to the sharing of joint use costs and
benefits by telephone and electric joint users that I tend to categorize or identify
according to their title, source and date of publication: (i) the Principles and Practices
Jor the Joint Use of Wood Pales of Supply and Communication Companies, published
by the Joint General Committee of the National Electric Light Association (NELA) and
Bell Telephone System on October 13, 1926, and reprinted in 1945 by the Edison Electric
Institute and Bell Telephone System (“NELA/Belil Publication™) {Attachment VMM-3);
and (ii} the Joint Use of Facilities by REA Borrowers and Telephone Companies,
published by the U.S. Department of Agriculture Rural Electrification Administration
(REA} in 1949 (“REA Publication™) (Attachment VMM-4).

HOW DID THE NELA/BELL PUBLICATION APPROACH THE ISSUE OF
SHARING THE COSTS AND BENEFITS OF JOINT USE?

The 1926 NELA/Bell System Principles and Practices specifically recognized the two
types of shared pole arrangements between TelCos and ElCos | identified above, that is:
(i) “Space rental under which form of agreement the licensee rents space on the pole of

the Owner and pays a rental per pole which is based on the amount of space reserved”
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and (ii) “Joint ownership, under which form of agreement each of the parties owns a half
interest in each joint pole and pays one-half the cost in place of the pole.”

HOW DID THE REA PUBLICATION APPROACH THE ISSUE OF SHARING
THE COSTS AND BENEFITS OF JOINT USE?

The REA published a “Cost-Based™ formula for developing a joint use pole rental rate,
which had as its starting point the savings the renting party realized from not having to
set a pole of its own, and included a mechanism for returning to each party a share of the
savings achieved by the use of a single joint pole rather than two sole-use poles.

DID EITHER OF THESE PUBLICATIONS PRESCRIBE A SPECIFIC
METHODOLOGY FOR DEVELOPING POLE RENTAL RATES?

The NELA/Bell publication did not prescribe a specific methodology, referring generatly
to “the average annual charges on a pole™ as the “standard of reference™ for space rental
or joint use agreements, and “the cost in place of the pole” as the “‘standard of reference™
for joint ownership agreements. The REA publication did contain a methodology or
rental rate formula which is usually reproduced in REA-inspired joint use agreements as
Exhibit B of the agreement, but this formula did not spell out what costs, precisely, were
to be included in developing rates. It applied a factor of 10% as applicable {o the pole
investment of both the telephone and electric companies to determine the annual cost of a
pole. This is analogous to the carrying charge in the FCC’s formula.

ARE THERE ANY OTHER PUBLISHED METHODOLOGIES FOR THE
DEVELOPMENT OF POLE ATTACHMENT RATES?

Yes. In 1978 Congress passed 47 U.S.C § 224, an amendment to the Communications
Act of 1934, which established a range of minimum and maximum pole attachment rates
that existing pole-owning utilities could charge cable television companies (CATVs).

Then in 1996 Congress acted again, this time (while retaining the CATV maximum rate
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formula) establishing a different range of minimum and maximum pale attachment rates
for new telecommunications carriers {Telecoms) generally. These included competitive
local exchange carriers (CLECs), as distinct from the companies the Act identified as
incumbent local exchange carriers (ILECs) - that is, those local TelCos who were already
in place when the Act was passed. Congress specifically exempted ILECs from
application of the new formula.

WERE THE MINIMUM AND MAXIMUM RATES PRESCRIBED BY
CONGRESS THE SAME FOR CATV AND TELECOMS?

The two maximum rates that were prescribed were quite different in 1978 and 1996. The
minimum rate was the same - the incremental cost to the pole owner of accommodating
the attacher’s cable on its pole.

HOW WERE THESE CONGRESSIONAL MANDATES CARRIED OQUT?

Pursuant to each of these Congressional mandates, the Federal Communications
Commission (FCC) developed and published rules to set out or constrain the maximum
permissible CATV and Telecom rental rates. How the minimum rate based on the
incremental cost to the pole owner of accommodating a CATV or Telecom should be
calculated has not been stipulated by the FCC.

ARE THERE ANY BROAD CATEGORIES INTO WHICH THE VARIOUS
RATE METHODOLOGIES YOU HAVE DESCRIBED MIGHT FALL?

Broadly speaking, there are two types of rate methodologies: (i) “Space-Based”
methodologies, where pole costs and benefits are accorded to the parties on the pole
based on their comparative allocations of pole space; (ii) “Cost-Based” methodologies,
where pole costs and benefits are accorded to the parties on a pole based on their own
comparative sole-use costs. 1also know of one methodology, established by the Maine

Public Utilities Commission, which is a hybrid of these two approaches.

10
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HOW WOULD YOU CHARACTERIZE THE NELA/BELL APPROACH TO
JOINT USE COST SHARING BETWEEN TELCOS AND ELCOS?

The NELA/Bell “space rental” agreement is a Space-Based approach, whereby the
“amount of space reserved” determines the rental rate. The NELA/Bell “joint
ownership” agreement is a Cost-Based approach, whereby the parties pay a percentage of
each pole’s cost without reference to space utilization.

HOW WOULD YOU CHARACTERIZE THE REA APPROACH TO JOINT USE
COST SHARING BETWEEN TELCOS AND ELCOS?

The REA methodology is a Cost-Based approach whereby the parties’ comparative sole
use pole costs provide the standard of reference for determining their share of the cost of
a joint pole.

WHY DO YOU CALL THE MAINE METHODOLOGY A HYBRID APPROACH?
The Maine methodology is a hybrid approach because it accords the cost of a pole’s
usahle space in direct proportion to the parties’ occupied space, and the cost of a pole’s
non-usable space in proportion to the parties’ comparative sole use costs.

HOW WOULD YOU CHARACTERIZE THE TWO MAXIMUM RATE FCC
ATTACHMENT FORMULAS FOR CATVS AND TELECOMS?

The two FCC maximum rate formulas are different Space-Based formulas which both
allocate a percentage of a pole’s cost to an attaching entity based on its use of pole space.
In each case the percentage of space use is applied to the “fully allocated” annual cost to
a pole Owner of owning and carrying its average pole. developed according to a pole cost
mechanism set out by the FCC, resulting in an annual rental rate payable by thq attaching

entity to the pole owner.
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DO THE TWO FCC FORMULAS PRODUCE THE SAME OR SIMILAR POLE
RENTAL RATES FOR ATTACHERS?

No. The FCC mechanism for developing the pole owner’s fully allocated average
carrying cost of a pole is the same in both formulas, but since the usage calculations for
sharing that cost are different in the two formulas, they resuit in different rates payable by
CATVs and Telecoms.

DOES EITHER FCC FORMULA APPLY TO DETERMINE RATES FOR AT&T
AND OTHER TELCOS?

No. The CATY formula applies only to companies providing ielevision service
exclusively. In 1996 Congress specifically exempted the local exchange carriers that
were already in place, or ILECs, from application of the Telecom formula. AT&T is one
of these exempted ILECs.

COST SHARING UNDER THE PARTIES' AGREEMENT

ARE YOU FAMILIAR WITH THE JOINT POLE LINE AGREEMENT
INITIALLY EXECUTED BETWEEN DP&L AND OHIO BELL, WHICH NOW
GOVERNS JOINT USE BETWEEN DP&L AND AT&T AS SUCCESSOR TO
OHIO BELL?

Yes, Fam familiar with the 1930 Pole Line Agreement which 1 understand is still in effect

between the parties, along with its subsequent amendments and the 1942 Operating

Routine.
WHICH OF THE HISTORICAL RENTAL RATE METHODOLOGIES YOU

HAVE DESCRIBED WOULD HAVE GOVERNED THIS PARTICULAR JOINT
USE AGREEMENT AT SIGNING?

Based on the date of execution of the Agreement of March 17, 1930, it would have been
put in place shortly after the publication of the NELA/Bell Principles and Practices in

1926 and before the publication of the REA form of agreement for use by electric

12
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cooperatives in 1949, or the two FCC formulas published for application to CATVs and
Telecoms after 1978 and 1996.
IS THERE ANY SUPPORT IN THE AGREEMENT FOR THE CONCLUSION

THAT THE NELA/BELL PRINCIPLES AND PRACTICES WOULD HAVE
GOVERNED THE 1930 AGREEMENT WHEN IT WAS SIGNED?

Yes. Please refer 1o the NELA/Bel! Principles and Practices which | have included here
as Attachment VMM-3. The provisions in Article V of the parties’ 1930 Agreement
replicate the provisions of Section 6 of the Practices in the NELA/Bell Principles and
Practices. They are both entitled: “PROCEDURE WHEN CHARACTER OF CIRCUITS
IS CHANGED,” and some of the language in the Agreement is lifted verbatim from the
Practices, such as: “Unless otherwise agreed by the parties, ownership of any new line
constructed under the foregoing provision in a new location shall vest in the party for
whose use it is constructed.” The Agreement proceeds to list the same costs identified in
the Practices as the costs to be included when determining the cost of establishing service
in the new location.

DP&L’S PROPOSED RENTAL RATE

WITH RESPECT TO THE CURRENT DISPUTE BETWEEN AT&T AND DP&L,
WHAT IS THE POLE RENTAL RATE THAT DP&L IS PROPOSING TO AT&T,
ALLEGEDLY PURSUANT TO THE PARTIES’ POLE LINE AGREEMENT?

I am not quite sure what DP&L is proposing, exactly. [nitially, DP&L proposed a rental
rate of $45.00 per pole for 2003, developed according to the methodology it set out in
DPL 01398 - DPL 01404. (See Attachment VMM-3 (collecting various documents
produced by DP&L.} This calculation, which actually produced a rate of $45.01,
included in DP&L’s pole cost all of its non-pole-related fixtures (cross-arms, transformer
racks, anchors and other facility hardware), or “appurtenances” as they are called by the

FCC and which the FCC requires must be removed from a pole Owner’s pole cost

13
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calculation. DP&L, has since submitted two new calculations in DPL 04193 - DPL 04194
in its responses to AT&T"s second set of data requests, which calculate the default rate
differently, and produce two different rates without (I believe) specifying which of the
two it considers applicable.

HOW DO DP&L’S TWO NEW RATES FOR 2005 COMPARE WITH ITS
PROPOSED RATE FOR 2003?

In the first of its two new rate calculations, DPL 04193, DP&L arrives at a rate of $*¥****

per pole for 2005 #x# ¥ kkskd bkt b iohk s bkak kbbbl bbbk $ bk R E R ok
o ol e s ok o e ol o ot ok o o ol o ok o ke B o o ok 0 o B ok od e i ok e K o ol e ok ok 3k o ol e o i ol <t ol ol ol ol ok st o ol ke i ol ke ok o ol e ek

ok ok ok ok Rk Rk ok ok ok ok R R ok R Rk Rk s o sk ok e Rk e sk b

BRERE bR Rk bk ad*  Tn DPL 04194 DP&L reverts to the fixtures-included
methodology that produced its 2003 proposed rate of $45.01, and arrives at a rental rate
of $**** per pole for 2005. This is an increase of ****% over its equivalent calcutation
of a fixtures-included rate of $45.01 for 2003. DP&L will need to clarify which of these
approaches/rates it believes applies. | would also note that DP&L itself has advocated for

a 3% rate increase per year, ¥*HH Rk ARk AR ERAR AR R KRR KRR ERRR KL RRRE

WHAT IS YOUR UNDERSTANDING OF DP&L’S STATED JUSTIFICATION
FOR ITS PROPOSED RATE, WHICHEVER IT IS ADVOCATING?

DP&L cites as its purported basis for its propdsed rate Article XIII of the 1930
Agreement, which provides for a default rate of “an amount equal to one-half of the then
average total annual cost per pole of providing and maintaining the standard joint poles
covered by this agreement” if the parties fail to agree upon a readjustment of the rental
within 60 days after appropriate written notice by either party to the other of its desire to

renegotiate the rate, which failure DP&L states has now occurred.,

14
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IN YOUR OPINION, ARE ANY OF THE RATES CALCULATED BY DP&L
VALID UNDER THE AGREEMENT WITH AT&T?

No,

WHY NOT?

Even if we accepted that the provision in the Agreement for a default rate applies because
of the parties’ failure to agree on new rates, the rate DP&L.’s now proposes has not been
validly developed pursuant to its Joint Pole Line Agreement with AT&T.

HOW HAVE YOU REACHED THIS CONCLUSION?

DP&L has unilaterally applied a number of erroneous and irreconcilable assumptions to
interpret the Agreement’s default rate provision which are not contained in or authorized
by the Agreement. A rate predicated upon erroneous and irreconcilable assumptions
cannot be valid.

HOW HAS DP&L INTERPRETED THE DEFAULT RATE PROVISION?

DP&L has lified the default rate provision out of its 1930 context in the parties’ Joint
Pole Line Agreement, using it to justify its position that pursuant to the “one-half”
language in this provision, the parties’ 1930 Agreement requires AT&T to pay a rate
based on one-half or 50% of DP&L’s pole cost. But then, after invoking the parties’
1930 Agreement to justify this 50% allocation, DP&L switches gears. Instead of
attempting to determine and be faithful to the intent of the same 1930 Agreement with
respect to the remainder of the default rate provision - i.e., what is meant by “average
total annual cost,” by “providing,” by “maintaining,” and by “the standard joint poles
covered by this agreement” - DP&L has incorporated a “fully allocated annual cost”
mechanism articulated decades later by the FCC (and has done so incorrectly,

incidentally) to develop the pole cost inputs.
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HAS DP&L INCORPORATED THE ENTIRE FCC METHODOLOGY INTO ITS
PROPOSED RATE TO AT&T?

No. There are two separate calculations required by the FCC methodology - calculation
of the pole Owner’s annual pole cost, and calculation of a pole user’s space usage
percentage applicable to that cost. In the FCC methodology and its associated formulas
these two are inextricably linked - the distribution of cost is inherently dependent on the
distribution of space. DP&L hasl selectively applied the methodology’s first calculation
(but not fully) for the purpose of censtructing its purported annual pole cost as the
underlying basis for its rate. However, it completely ignores the second calculation of the
FCC methodology - the allocation of that cost to a pole user based on space usage.

IS DP&L’S SELECTIVE UTILIZATION OF THE FCC METHODOLOGY
APPROPRIATE AS A MECHANISM FOR DETERMINING ITS POLE COST?

No.

WHY NOT?

First, and of primary importance, any rate that purports to be developed under this joint
use agreement should reflect the parties’ shared intent with respect to such rate
development when the agreement was executed. The FCC’s mechanism for developing a
pole owner’s fully-allocated average annual pole cost did not exist as DP&L has applied
it until the FCC articulated it in 1978. It fact it was in 1987 that the FCC refined the
methadology by publishing the CATV formula in the form it is understood today. Report
and Order, /n the Matter of Amendment of Rules and Policies Governing the Attachment
of Cable Television Hardware to Utility Poles, CC Docket No. 86-212, 2 F.C.C. Red.
4387, 1987 WL 345242 (Rel. July 23, 1987). There is no way that the parties to this joint
use agreement, executed in 1930, could have contemplated the use of a methodology that

was not formally constructed until 1987. That methodology certainly cannot now be
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unilaterally incorporated into the Agreement by one party without the consent of the
other.

THE FCC METHODOLOGY

WOULD YOU DESCRIBE THE FCC METHODOLOGY?

I have provided a copy of the 1996 Pole Attachment Act here as Attachment VMM-6. |
have also reconstructed the FCC maximum rate methodology that was developed
pursuant to the Act, including its underlying pole rental rate formula, in Attachment
VMM.-7, FCC Maximum Rate Methodology. These two Attachments should be read in
conjunction with the FCC’s Consolidated Partial Ovder on Reconsideration, In the
Matter of Amendment of Commission’s Rules and Palicies Governing Pole Attachments,
In the Matter of Implementation of Section 703(e) of the Telecommunications Act of
1996, CS Docket Nos. 97-98, 97-151, FCC 01-170 (rel. May 25, 2001) (“Consolidated
Order™)

WOULD YOU DESCRIBE THE RENTAL RATE FORMULA UNDERLYING
THE FCC METHODOLOGY?

Expressed in its simplest form, this formula is EPC times ACC times SU equals Pole
Rental Rate (see Attachment VMM-7). The FCC defines EPC as the pole owner’s
historical average “embedded” or in-place cost of a “bare” pale (that is, a pole exclusive
of non-pole-related hardware or “appurtenances™). The ACC is the percentage of this
histarical average cost a pole owner incurs annually to own or “carry” its average pole,
composed of the sum of five annually recurring expenses - maintenance, taxes,
administration, depreciation and cost of capital. EPC times ACC is considered a pole
Owner’s “fully allocated annual cost” to own and carry a pole. The SU of the formula is

the percentage of a pole Owner’s EPC times ACC that is allocated to a non-pole-owning
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entity on the pole, such as a CATV or Telecom, based on the non-owner’s fair and
rcasonable share of both the usable and the unusable space on an average joint pole, and
taking into account all atiaching entities on the pole. There are two versions of this
formula - one for CATV and one for Telecoms.

HOW DO THE TWO VERSIONS OF THE FCC METHODOLOGY ALLOCATE
COSTS TO POLE USERS?

I have set the two formulas out in Attachment VMM-7. The CATV maximum rate
formula is based on the allocation of the average annual carrying cost of both the usable
and the unusable space on a pole to a CATV company in direct proportion to its
allocation of the pole’s usable space. The Telecom maximum rate formula is based on
the allocation of the average annual carrying cost of'the pole’s usable space in direct
proportion to its allocation of such usable space, and of 2/3 of the pole’s non-usable space
in proportion to the number of attaching entities on the pole.

IS USE OF THE FCC METHODOLOGY, ITS FORMULAS, ORITS
UNDERLYING MECHANISM FOR DEVELOPING POLE COST EITHER

MANDATED OR APPROVED BY THE FCC FOR USE BY ELCOS AND
TELCOS?

A35. The FCC methodology, including its mechanism for developing fully allocated annual

pole cost, does not apply to TelCos and ElCos. Nor does either formula the FCC has
developed for application to CATV and Telecoms. And recalling that there is a range of
permissible rates for CATVs and Telecoms, it is not even mandated for the CATVs or

Telecoms to whom it applies.
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DP&L’S MISUSE OF THE FCC METHODOLOGY IN ITS PROPOSED RATE

HOW HAS DP&L INCORPORATED THE FCC’S MAXIMUM RATE
METHODOLOGY INTO ITS PROPOSED RENTAL RATE?

DP&L has incorporated its own variation of EPC times ACC - the FCC’s concept of “the
fully allocated annual carrying cost of a pele” - into its rate as being the same as or
equivalent to “the then average total annual cost per pole of providing and maintaining
the standard joint poles covered by this agreement,” referred to in the Agreement’s
default rate provision. However, it should be recalled that DP&L’s rate of $45.00 DP&L
did not reduce its pole cost by the FCC’s required reduction for non-pole-related
“appurtenances.”

HOW HAS DP&L TREATED THE SU COMPONENT OF THE FORMULA IN
DEVELOPING ITS RATE TO AT&T?

The ST component of the formula should be AT&T’s allocation of DP&L’s purported
pole cost based on space usage. For this component DP&L has applied 50% - the “one-
half” in the default rate provision. From this cobbling together of two sources or
justifications, DP&L has arrived at the rate of $45.00 that it claims the 1930 Agreement’s
default rate clause requires AT&T to pay.

WHAT IS WRONG WITH DP&L’S ALLOCATION OF 50% OF ITS POLE
COST TO AT&T FROM THE PERSPECTIVE OF THE FCC METHODOLOGY?

DP&L.’s allocation of 50% of its pole cost to AT&T amounts to an assumption that for
AT&T, SU of the FCC formula - a user’s allocation of cost based on space usage - should
equal the 1930 default allocation of 50%, This is based on obsolete two-user pole usage
conditions that applied when DP&L and AT&T were the anly occupants of a joint use
pole. DP&L attempts to preserve the fiction that there are still only two parties to be

considered (DP&L. and AT&T) in developing its rate, ignoring the FCC’s clearly
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articulated requirement that all entitics on the pole be taken into account, and all the
while using the rest of the same FCC formula - a formula that was not in place in 1930 -
to justify the excessive pole cost to which it has applied this percentage.

HOW DOES THE FCC REQUIRE THAT MULTIPLE POLE USAGE BE
REFLECTED IN ITS METHODOLOGY?

The FCC has determined that subject to rebuttal by means of actual data, the use and
application of its methodology will presume that there are five users on a joint pole in
“urbanized™ seitings (population > 50,000), and three users in “non-urbanized” settings
(population < 50,000). DP&L disregards this requirement of the FCC maximum rate
methodology (and the reality of multiple pole users in today’s joint use context) by
asserting that the space allocation presumptions of the FCC methodology do not apply
under the parties’ Joint Pole Line Agreement.

WHAT IS WRONG WITH DP&L’S ALLOCATION OF 50% OF ITS POLE

COST TO AT&T EVEN FROM THE PERSPECTIVE OF THE 1930
AGREEMENT?

If you look to the 1926 NELA/Bell Principles and Practices for guidance, it is clear that a
one-half allocation of costs is clearly tied to space used. Therefore a 50% allocation of
cost to AT&T can no longer be sustained under this Agreement.

WHY NOT?

The NELA/Bell Practices very clearly states that under a space rental agreement the
licensee rents space on the pole of the Owner and pays a rental per pole “which is based
on the amount of space reserved.” In 1930 the space that was - and still is or should be -
“reserved” for AT&T’s “exclusive” use pursuant to this Agreement (see Article I) was set
out as 3 feet, with DP&L allocated a near-corresponding 4 feet. However, in the 77 years

that have elapsed since this Agreement was signed there have been fundamental changes
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in the parties’ respective pole space usage, to such a degree that the space now available
10 AT&T on joint use poles has been significantly reduced as a result of the introduction
of additional users in its space, and the space needed by AT&T has been reduced by
advances in technology.

THE EVOLUTION OF SPACE USAGE BY THE PARTIES

HOW IS IT KNOWN THAT AT&T’S SPACE UNDER THE AGREEMENT HAS
BEEN REDUCED AS A RESULT OF THIRD PARTY ATTACHERS?

DP&L has indicated in conversations with AT&T that it assumes an average of 1.5
additional users on its poles. These additional users are typically located in the
communications space on the pole previously reserved to AT&T under Article I of the
Agreement.

WHO ARE THESE ADDITIONAL USERS ON A POLE IN AT&T’S SPACE?

They are the CATVs added to utility poles since 1978, and the new telecommunications
carriers, including local exchange carriers in competition with AT&T (CLECs), added
since 1996 - the entities to Whom the FCC formulas apply. There may be others too, such
as municipalities, businesses or individuals with private communications and/or alarm
systems, etc.

HOW DOES THE PRESENCE OF OTHER POLE USERS AFFECT AT&T?

The best way to demonstrate the negative effect or detriment to AT&T of the evolution of
the parties’ use of a joint pole since 1930 is to provide a sketch (see Attachment VMM-8,
Evolution of Pole Space Usage Since 1930: DP&L and AT&T). You will note that in
order to accommodate an average of 1.5 additional users on a pole, AT&T’s own space
usage has been compromised dramatically. The actual space now available to AT&T on

a DP&IL pole is an average of 1.5 feet, not 3 feet as the Pole Line Agreement guarantees.
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HAS THIRD-PARTY USAGE HAD ANY OTHER ADVERSE IMPACTS ON
AT&T?

AT&T’s ground clearance has also been compromised, as VMM-8 demonstrates. The
ground clearance AT&T was guaranteed when there were only two pole users is very
different from the reduced ground clearance that inevitably results from the presence of
multiple pole users. The ILEC typically is the lowest attaching entity on a pole, and the
reality is that AT&T and other ILECs are being forced lower and lower on joint use poles
as additional users are added to them, and as EICos themselves require more and more
pole space.

WHY IS REDUCED GROUND CLEARANCE SO PROBLEMATIC?

First, there is the issue of potential liability - reduced ground clearance increases the
likelihood of contact between low-lying cable and members of the public leading to
injury. Then there is the issue of who must now pay for a pole to be changed out if there
is insufficient ground clearance to satisfy NESC and Ohio safety requirements - as
typically the lowest entity on the pole this burden most likely will fall on AT&T.

WHAT HAS HAPPENED TO DP&L’S SPACE USAGE?

The converse has happened to DP&L. lis effective space utilization has increased
greatly, from 4 feet in 1930 to 4 feet 10 inches on 35-foot poles, and 9 feet 10 inches on
40-foot poles, as depicted in VMM-8. This expanded space now occupied by DP&1L.
does nat include the separation space, which the FCC has clearly ruled also usable by
DP&L. See Memorandum Opinion and Second Report and Order, In the Matter of |
Adoption of Rules for the Regulation of Cable Television Pole Attachmenis, CC Docket
No, 78-144, FCC 79-308, 72 F.C.C.2d 59, 1979 WL 44065 (Rel. May 23, 1979)

(“Second Report and Order”), at para. 24; Consolidated Order at para. 51.
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ADJUSTING AT&T'’S SPACE USAGE COMPONENT

HOW SHOULD SPACE USAGE BY ADDITIONAL PARTIES ON DP&L'S
POLES IMPACT THE ONE-HALF FACTOR IN THE DEFAULT RATE
PROVISION OF THE PARTIES’ 1930 AGREEMENT?

In 1930 the parties’ pole space allocations were similar at 3 feet and 4 feet respectively
(other contemporary agreements allocated 3 feet to each party), and a one-half allocation,
while it surely favored DP&L, was not unreasonable at that time, Given the great
disparity of space usage that has since developed between the parties, it would be both
unreasonable and inequitable for the one-half cost allocation to be retained to calculate a
rate payable by AT&T today. Since the NELA/Bell Practices clearly tie the rental rate to
space usage, the default rate provision’s allocation of one-half of a pole’s cost to AT&T
must be adjusted or offset to reflect the loss of at least 50% of AT&T’s reserved space
and the presence of other users.

BEYOND THE LOSS OF SPACE, WHAT ARE THE IMPLICATIONS OF
ALLOCATING 50% OF DP&L’S POLE COST TO AT&T?

Pursuant to the very same FCC methodology that DP&L is inveking for the purpose of
developing its pole cost, DP&L is receiving current and very relevant contributions to
that cost from these additional parties on its poles, in the form of annual rental. Since
these payments have the effective result of contributing to and therefore offsetting
DP&L’s cost, DP&L is actually not itself defraying 50% of the pole’s annual pole costs.
Even if AT&T were to continue to be responsible for one-half of a pale’s cost under this
agreement (which it should not be), the inherent corresponding assumption is that DP&L
should be paying the other half. This is not the case in light of the pole attachment rental
DP&I. is coliecting from other pole users, and underscores why the default rate

provisian’s obsolete two-user pole usage assumption can no fonger be sustained.
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IN MATHEMATICAL TERMS, HOW MUCH DOES DP&L COLLECT FROM
OTHER USERS?

Applying the FCC's assumptions of attaching entities set out on page 3 of Attachment
VMM-7, there is potential for DP&L 1o collect 7.4% or 16.9% of its pole cost from one
additional attaching entity in a non-urbanized setting (a CATV or a Telcom), and a total
of 29.8% of its pole cost from three additional entities (one CATYV and two Telecoms) in
an urbanized setting.

HOW SHOULD THIS MATTER BE RESOLVED?

As required by the NELA/Bell practices, and reflecting the FCC methodology, AT&T's
pole cost allocation for its current space usage of no more than 1.5 feet should be
calculated by reference to space usage by all the occupants of a jointly used pole. In fact,
as Ms Sury testifies, AT&T typically utilizes ******¥*¥*¥* gon joint use poles.

IS THERE AN ALTERNATIVE WAY TO RESOLVE THIS MATTER?

Yes. Article 1 of the Operating Routine to the partics’ Pole Line Agreement specifically
provides that AT&T would provide and license third-party attachments in the nature of
Signal or Communication Circuits, and that DP&L would provide and license third-party
attachments in the nature of Supply Circuits. Based on this provision of the Agreement,
AT&T should be allocated all rental revenue from the presence of any communications
attachments on joint poles, regardless of the owner. Of course, it will still be necessary to
account for the fact that the electric company is using more than 4 feet, including the

separation space that the FCC has made clear is usable by the electric company.
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ADJUSTING DP&L’'S PROPOSED ANNUAL POLE COST

TURNING TO DP&L’S USE OF THE FCC METHODOLOGY TO DEVELOP
ITS POLE COST, PLEASE EXPLAIN HOW THE FCC PERMITS A POLE
OWNER TO CALCULATE ITS AVERAGE COST OF A POLE.

The FCC methodology permits a pole Owner to utilize a// the poles in its distribution
pole line account - all heights, all classes, and all material types - to determine its average
pole cost. For power companies, including DP&L, the account that is utilized for this
purpose is its Federal Energy Regulatory Commission (FERC) distribution pote line
Account 364. (For ease of reference I have included the accounts used for the FCC
methodology here as Attachment VMM-9, Breakdown of ltems in FERC Accounts 593,
364, 365 and 369). Account 364 includes the historical capital costs associated with the
placement of a#f of a power company’s poles - all the way from 25 feet tall (some siub
poles may be shorter) to 85 feet or taller, DP&L has acknowledged that all of its poles
have been included in its rate development. Furthermore, Account 364 includes costs
well beyond those incurred to provide a 35- or 40-foot wood pole for shared use (see list
of included costs).

DO YOU AGREE WITH DP&L’S USE OF ITS 364 ACCOUNT FOR THIS
PURPOSE, AS PERMITTED BY THE FCC?

No. The FCC mechanism providing that the cost of all DP&L’s poles may be included in
its average bare pole cost, the EPC Component of the rate formula, cannot be applied
under the parties’ Joint Pole Line Agreement because its use is flatly contradicted by the
terms of the Agreement itself. Its proposed utilization by DP&L is actually contrary to
and inconsistent with certain express provisions of the Agreement as it applies to the

division of capital pole costs.
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WHY IS IT CONTRARY TO THE PARTIES’ AGREEMENT FOR DP&L TO
INCLUDE ALL ITS POLES IN ACCOUNT 364 IN DEVELOPING AT&T’S
POLE RENTAL RATE?

Article | of the parties’” Joint Pole Line Agreement defines a “STANDARD JOINT
POLE" as a 353-foot woed pole for rear lot construction, and a 40-foot wood pole for
strect construction. The Class of pole is identified as Class “C,” later revised to Class 5
in the 1952 Operating Routine. Since the default rate provision in Article X111 which
DP&L is supposedly invoking to calculate its rate expressly restricts the provision’s
application to “standard joint poles” for purposes of determining the default rate, it is
conirary to the parties’ Agreement for DP&L to include all its poles from its 364 account
- all heights, classes and material types, as the FCC methodology permits - in calculating
its pole cost for purposes of the application of the default rate provision. To accord with
the parties’ Agreement, DP&L must restrict the cost it includes to the cost of its 35- and
40-foot Class 5 wood poles.

WHAT IS THE UNDERLYING BASIS IN THE PARTIES’ AGREEMENT FOR

RESTRICTING POLE COST FOR DEVELOPMENT OF THE RENTAL RATE
TO THE COST OF STANDARD 35- AND 40-FOOT POLES?

Article V1II (f) of the Agreement, which sets out the Division of Costs of pole
construction as between the parties, expressly requires AT&T to pay, up front, any
capital costs for which it is respansible that are associated with poles taller than the
standard wood pole provided for under the Agreement (see, e.g., DPL 00467, DPL 00651
(showing associated billing to AT&T)). Since the standard pole has been defined as a 35-
foot Class “*C" wood pole for rear lot construction, and a 40-foot Class “C” wood pole for
street construction, pursuant to Article VII1I’s terms, AT&T has already reimbursed
DP&L for any and all capital costs AT&T has caused for taller or stronger poles during

the life of this Agreement. It would therefore be improper for DP&L to include the cost
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of any poles taller than 35-foot and 40-foot poles, or of a class stronger than class 5, in
the pole cost upon which its rate to AT&T is to be based.

CAN YOU POINT TO ANY OTHER PROVISIONS OF THE AGREEMENT TO
SUPPORT YOUR POSITION?

Article VIII (h) of the 1930 Pole Line Agreement, which requires the Licensee to pay
either all or part of the capital cost for a pole taller or stronger than a standard pole
(depending on whether such cost is incurred for its entire or partial benefit) expressly
provides: “Any payment made by the Licensee under the foregoing provisions of this
Article for poles talier than standard are in lieu of increased rentals (emphasis added)
and do not in any way affect the ownership of said poles.” Clearly, what this provision
means is that if a 45-foot pole has been installed for AT&T’s benefit, and if AT&T has
been required to reimburse DP&L for the total capital cost the latter has incurred in
excess of a 40-foot pole, then DP&L’s effective outlay is the cost of a 40-foot pole.
DP&L cannot include any poles taller than standard in its capital pole costs because it has
already been reimbursed for any excess costs caused by AT&T for poles in excess of
standard poles.

WHAT WOULD THE EFFECT BE IF DP&L WERE TO INCLUDE ALL OF ITS
ACCOUNT 364 POLES IN ITS COSTS?

If DP&L. were permitted to include all its Account 364 poles in its pole rental rate
development, such inclusion would have DP&L collecting twice for the same expenditure
- once when AT&T reimburses it up front for capital expenditures for taller poles for its
benefit, and then again when the cost of those same taller poles already paid for by
AT&T is included in DP&L’s pole cost determination pursuant to the FCC methodology.

Because AT&T has already paid all capital cost for any pole taller or stronger placed for
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its use, inclusion of them again in DP&L’s pole cost in its rental rate calculation
constitutes double dipping by DP&L.

HAS THE ¥CC ADDRESSED THIS [SSUE?

Yes. This prohibition against double dipping was articulated by the FCC as far back as
1979 in its Second Report and Order respecting CATV pole attachment rates, which
stated: *...where a utility has been directly reimbursed by a CATV operator for non-
recurring costs, including plant, such costs must be subtracted from the utility’s
corresponding pole line capital account to insure that CATYV operators are not charged
twice for the same costs.” Second Report and Order, para. 27. These payments are
called Contributions in Aid of Construction (CIAC), and the FCC clearly requires that
they be backed out of the parties’ capital pole line account when pole costs are being
developed pursuant to its methodology. This principle was repeated again by the FCC in
the 2001 Consolidated Order in Footnote 153, which states: “Gross pole plant should not
include costs for pole change-outs or other make-ready costs that were paid by the
attacher.” Since for AT&T under this Agreement this equates with all costs for poles
taller than 35- and 40-foot poles, DP&L’s costs for all taller poles must be backed out of
its pole cost development.

ARE THERE ANY OTHER PROBLEMS YOU PERCEIYE WITH RESPECT TO
DP&L'S DEVELOPMENT OF ITS POLE COST?

The FCC methodology provides for electric companies to apply a presumed factor of
15% to remove appurtenances from its Account 364 when actual costs are not known, in
order to arrive at its “bare” pole costs, that it, its costs less its own industry-specific non-
pole-related “appurtenances,” such as crossarms, transformer racks, anchors, and other

Owner-specific hardware. The FCC recognizes these as costs that must be remaved from
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a pole Owner’s costs as inappropriate to pass on to other pole users. DP&L’s 2003 rate
calculation and ***¥¥*#*kkkkkkkhxw4*f3j| to apply the presumptive FCC factor of
15% for this purpose.

PLEASE EXPLAIN.

DP&1. has provided a copy of Appendix E-2 of the Consolidated Order as DPL 01387,
You will note that this Appendix does not expressly state the requirement that 15% of the
Owner’s pole cost be backed out in order to remove the cost of Owner’s own facility-
related hardware so as to arrive at “bare” pole cost. And it is true that this 15% reduction
requirement is expressly included in the corresponding reconstruction of the CATV
formula in Appendix D-2. In calculating the rate of $45.00 that DP&L initially
demanded from AT&T, DP&L appears to have interpreted this as a license to include
these items in its pole cost, and to have AT&T help pay for them, and thus it based its
proposed rate of $45.00 upon its entire pole line account, including its crossarms,
transformer racks, efc. However, a reading of the Consolidated Order itself, with its
repeated reference to “Net Cost of a Bare Pole™ in its reptoductian of the Telecom
formula at page 24 and again at page 31, makes it very clear that the FCC intended these
costs to be removed for the Telecom formula as well. More to the point, DP&L cannot
ask AT&T to subsidize the costs associated with its operations.

HAS DP&L RETRACTED ITS DEMAND THAT AT&T HELP PAY FOR ITS
FIXTURES?

[ arm not sure, *FFHFEFRbsias b sttt raibrsh R bbbbhbd bR bbb bhndphhbhddsas

e ok e sk o i el o e R R o e ok sk R sk ko R ok o e e ok bk ok lt iS not possib‘e for me to know What

its present position is with respect to the inclusion of its fixtures in its proposed rate. **
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DO YOU PERCEIVE ANY OTHER ISSUES WITH RESPECT TO THIS
FACTOR?

DP&L’s own experience as reflected in the estimate of its costs in DPL 01155 through
01355 would appear to reflect its own vse and application of a factor of ***** added to
its estimated pole installation costs for minor material. Minor materials are those facility-
specific fixtures or “appurtenances” that the FCC factor seeks to remove from a pole
Owner’s total costs. DP&L’s added ***** equates mathematically with ****** when
applied to the total of pole plus fixtures. Use of the lower 15% FCC factor would
actually result in overstatement of DP&L’s pole-related capital expenditures. A factor of
at least ****** (rounded) should be used.

IS THERE ANY WAY TO DETERMINE DP&L’S NET INVESTMENT IN ITS

STANDARD 35- AND 40-FOOT POLES AS REQUIRED BY THE PARTIES’
AGREEMENT?

DP&L has stated that it does not currently maintain data that would subdivide its pole
costs by height, class or material type, even though the separate costs associated with 35-
and 40-Toot Class $ standard wood poles are expressly required for use and application of
the default rate clawse of Article XIII of this Agreement. In my experience over more
than twenty years of working with joint use agreements, these data were maintained by
telephone and electric companies in prior years; it is therefore not possible to reconstruct
the historical average embedded cost of DP&L’s 35- and 40-foot Class 5 wood poles
from its total investment in all its distribution poles - all heights, all classes and all
material types - which is the average cost DP&L has arbitrarily invoked in calculating its

$45.00 rate. In fact, it appears that DP&L no longer even sets 40-foot Class 5 poles.
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HOW HAVE YOU DETERMINED THIS?

| have developed Attachment VMM-10, Dayton Power and Light Company, Distribution
Capital: Cost Summary Listing (Jan. 3, 2003), from DPL 01155 through 01355, The
installation costs associated with 35-foot Class 5 poles are highlighted in bold italics. |
was not able to locate any DP&L. costs for 40-foot Class 5 poles - the other “standard”
poles in the agreement upon which the rental rate is clearly required to be based. 1have
highlighted the costs for the closest similar pole - 40-foot Class 4.

HOW HAS DP&L USED THIS TABLE OF COSTS?

From what I can tell the costs in the third column of this Table, representing costs

associated with Non-Truck Accessible poles, were used to develop **####okkxdbikn

FdkEkdkkkkk ks kkokokk Rk R Rk Rk kb kkdck Rk kdkokdokRodkokok kR bk k ok kb kkkkk#
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The Table shows that DP&L’s estimated costs to set poles that are Non-Truck Accessible

(Column 2) are ¥**¥¥***2%** than those to set Truck-Accessible poles (Column 4), *¥*#

R OO R R ORI R RO IOERR R R RO O R
T I T TPy P L PR T L TP T TR RS LS R E R TR TR F TS 1
ok ook ok ok ok ke o ook o koo R o ook o koo o o o o o o ks oK e o o o oo s ok ok oo B okl ok
L T e L i R L LTI T T e T P T Y T

* ko ok ok ok k&

DO YOU HAVE ANY SENSE OF THE IMPACT THAT DP&L’S POLE COST
OVERSTATEMENTS - FAILURE TO REMOVE OTHER THAN STANDARD
POLES FROM ACCOUNT 364, FAILURE TO REMOVE APPURTENANCES,
ETC. - WOULD HAVE ON THE RATE IT IS NOW ASKING AT&T TO PAY?

Not with any exactness. For instance, it is only possible to compare the relative cost to

DP&L to set 35-and 40-foot poles versus all the other heights and classes of poles it
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utilizes. 11 is quite obvious that including the cost of one 80-foot poles at a cost of $****
would be approximately equivalent to including the cost of *******x#¥x¥* 35_foot poles
at a cost of ****_ thus driving up average cost. Clearly, poles taller than the standard
required by the parties’ Joint Pole Line Agreement greatly inflate DP&L’s purported poie
costs over the cost of its standard poles.

HAS DP&L PROVIDED ANY DATA THAT WOULD FACILITATE THE

REMOVAL OF POLES OTHER THAN THE AGREEMENT'S STANDARD
POLES FROM I'TS ACCOUNT 3647

No. In its answer to Request No. 15 of AT&T’s Fifth Set of Data Requests, DP&L
indicated that it does not segregate its plant records by size or type of distribution pole.

DO YOU HAVE ANY OTHER OBJECTIONS TO THE POLE COST
COMPONENT OF DP&L’S RATE STRUCTURE?

Yes. The parties’ Agreement provides that the default rate, if it applies, is to be based on
the standard poles “‘covered by this agreement.” In joint use agreements that articulate a
rate methodology, it is typical to find a requirement that the rate be based on both parties’
costs. The language of this agreement would dictate that costs associated with AT&T’s
poles - not just DP&L’s poles - must also be included in the development of the default
rate. However, DP&L’s rate development does not include any costs associated with
AT&T’s poles.

DO YOU HAVE ANY FURTHER CONCERNS REGARDING DP&L’S
PURPORTED POLE COSTS AS REFLECTED IN ITS RATE METHODOLOGY?

Yes. [ have no way to verify whether or not DP&L’s capital pole line account has been
reduced by reimbursements it has received from parties for whom it has placed poles or
provided cxtra height at their expense, including AT&T. DP&L's response to Request
Na. 20 of AT&T's Fifth Set of Data Requests has not clarified this issue for me and no

light was shed on this issue by Dona Seger-Lawson during her deposition. Note that the
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requirement that reimbursements for CIAC be credited to a pole Owner’s pole line
account is the same principle, articulated by the FCC, which I alluded to above as
directing that DP&L’s pole cost be based only on its 35- and 40-foot Class 5 poles
pursuant to its Jaint Pole Line Agreement with AT&T.

TURNING AGAIN TO THE FCC RENTAL RATE FORMULA, PLEASE

EXPLAIN HOW A POLE OWNER’S TOTAL ANNUAL POLE-RELATED
EXPENSES ARE DETERMINED.

A pole Owner’s annual pole-related expenses are developed by multiplying its net
average bare pole cost (EPC) by its average annual charge percentage (4CC). The ACC
is a composite percentage made up of five factors: administration, maintenance,
depreciation, taxes and cost of capital (see Attachment YMM-7).

DO YOU HAVE ANY OBJECTIONS TO DP&L’S DEVELOPMENT OF ITS
COMPOSITE ANNUAL CARRYING CHARGE COMFPONENT?

Yes. My primary concern is with DP&L.’s utilization of the FCC methodclogy to
develop the maintenance factor or percentage of its ACC. [ have not been asked to
specifically evaluate the other factors. [ understand that Tim Zeldenrust addresses some
of those factors in his testimony.

HOW IS THE MAINTENANCE FACTOR CALCULATED IN THE FCC
METHODOLOGY?

The FCC maintenance factor is the percentage of an EiCo’s total net investment in
accounts 364, 365 and 369 that it spends each year, that is, the amount booked to its

Account 593. In other words, the factor is 593 / (364 + 365 + 369) (all net).
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WHAT PROBLEMS DO YOU PERCEIVE WITH DP&L’S USE OF THE FCC
METHOD TO CALCULATE ITS MAINTENANCE FACTOR?

Reference to the list of expenses that are included in Account 393 (see Attachment
VMM-9) makes it very clear that most of the expenses that are booked to Account 593
are associated with an electric company’s overhead conductors, not its poles.

CAN YOU PROVIDE AN EXAMPLE?

Take for instance DP&L’s recurring annual right-of-way clearing and tree-trimming
expense that is included in Account 593. This expense not only should be excluded from
the rental rate formula as unrelated to poles, but its exclusion is also mandated by the
parties’ Joint Pole Line Agreement.

WHY IS IT NOT PERMISSIBLE FOR DP&L TO INCLUDE TREE-TRIMMING
EXPENSES IN ITS DEVELOPMENT OF A POLE RENTAL RATE?

It is not permissible for two reasons. The first is that as with all electric companies,
DP&I. must keep its right-of-way clear in order for the safety and insulation of its
energized conductors, To ask AT&T to help defray these costs could require AT&T to
help pay for an expense it does not need and did not cause. These expenses should be
backed out of Account 593, even according to the FCC’s own judgment,

WHAT HAS THE FCC SAID ON THE ISSUE?

Speaking in reference 1o the capital right of way costs included in Account 365, the FCC
has said: *...lree-trimming in that account is related to the overhead conductors which
relate to the core business function of the utility” (Consolidated Order, pp. 61-62).
Correspondingly, tree-ttimming in Account 593 is also not a pole-related expense, and
AT&T should not be required to help pay for an expense that is fundamentally associated
with DP&L’s core business function. This is a massive electric utility expense, and the

FCC recognizes it as such.
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WHAT IS THE SECOND REASON?

The second is that Article VII of the Joint Pole Line Agreement clearly mandates that
*...each party shall, at its own expense, place, maintain, rearrange, transfer and remove its
own attachments,” and in this regard, Article I specifically provides that transferring and
rearranging include “any tree cutting or trimming incidenta] thereto and the obtaining of
all necessary rights or permits therefor.” This means that each party is required to clear
for its own purposes on aff joint use poles. This requirement is reconfirmed in Article IX,
which provides that each party shall, “at its own expense,” maintain all of its attachments.
Since under this Agreement AT&T is already incurring and is responsible for its own
right-of-way expenses on both its own and DP&L’s poles, it cannot be asked to pay half
of DP&L’s right-of-way expenses as well. To do so, once again, would be to require
AT&T to subsidize DP&L’s business operations.

WHAT IS YOUR CONCLUSION FROM YOUR ANALYSIS OF THE
FOREGOING FACTS AND CONSIDERATIONS?

A99. My conclusion is that DP&L’s rate of $45.00 applies so many erroneous facts and figures

Q100.

Al100.

that it cannot be the pole rental rate that is directed by this Joint Pole Line Agreement,

DO YOU HAVE ANY OTHER REASONS FOR REACHING THIS
CONCLUSION?

I would point out first of all that if the parties thought the FCC formula applied to govern
development of a rate under this particular Joint Pole Line Agreement, they would have
applied it in 1995 to develop a new rate. By 1995 the FCC methodology had been in
place for years, but given the opportunity to do so in 19935, the parties made no reference
to this methodology, and did not incorporate it into this Agreement either expressly or

indirectly.
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WHAT WOULD THE INEVITABLE CONCLUSION HAVE TO BE
REGARDING POLE COST IF THE PARTIES DID IN FACT UTILIZE THE FCC
METHODOLOGY IN 1995?

If the FCC methodology was indeed applied in 1995 to calculate the parties’ new rate of
$3.50, then the rate of $45.00 DP&L now proposes would signify that the average annual
pole cost underlying the pole rental rate rose from $7.00 in 1995 (producing a rate of
$3.50 per pole) to $90.00 in 2003 (producing a rate of $45.00 per pole) - an increase of
$83.00, or 1186%, in merely eight years, I think it is safe to conclude that the FCC
formula was not considered a part of this Agreement by the parties in 1993,

WHAT PARALLEL CONCLUSION DOES THIS LEAD TO?

Referring again to Attachment VMM-2, you will note that DP&L had already established
rates of ***** as far back as 1969-73 with other TelCos. While we do not know the
underlying basis for the rate of $3.50 that DP&L established with AT&T some 25 years
later, the inescapable conclusion has to be that $3.50 was the rate the parties thought this
Agreement produced in 1995, If DP&L was already receiving a rate of ***¥* per pole,
and had been doing so for over 20 years, the establishment of a rate of $3.50 with AT&T
in 1995 is an express negation of that rate - or any rate ***** than $3.50.

WHY WAS THE AT&T RATE SO LOW COMPARED WITH THE RATES
ESTABLISHED BY DP&L WITH OTHER TELCOS 25 YEARS EARLIER?

It is not clear, One hypothesis is that the poles in joint use with AT&T are **** than
thase in use generally by DP&L in Ohio. In DPL 00461 - DPL 00469, dated April 15,
2002, and particularly the handwritten notes on the last page, DPL 00469, DP&L appears
to enumerate the DP&L poles AT&T was attached to as of March 2002, along with a
determination that AT&T would have to pay *****¥** to DP&L, for ****** poles at an

average cost of ***¥*%% in order to bring its ownership to 50% of the poles. The
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document would seem to indicate that as of 2002 the DP&L poles actually utilized by
AT&T were **** poles, with an average value (even taking all poles into account) of
****t*' (T‘he document liStS the % 3k 3 ol ok vk sl a4 sk o o vk i o e sje o e e S ot ok e ol sk ofe ol ol ofc afe ofe o o ol ae B o O R ROK K
*xxxxxrxt ) This would explain the rate of $3.50 established in 1995. A low average
pole cost would correspondingly direct a low rental rate. It would also indicate that the
actual pole numbers and heights of DP&L poles in joint use with AT&T were known at
that time.

XIII. ADJUSTING DP&L'S PROPOSED RENTAL RATE

Q104. TO SUM UP, DO YOU HAVE AN OPINION AS TO HOW THE PARTIES -
SHOULD GO ABOUT DEVELOPING A RENTAL RATE UNDER THIS
AGREEMENT?

A104. [ can identify some of the steps that would need to be taken, but I do not have all the data
needed ta correct the overstated DP&L calculations that have produced its proposed rate
of $45.00, or the other rates it calculated.

Q105. IF THE EFPC OF THE FCC FORMULA WERE TO BE ADAPTED IN ORDER TO
DEVELOP THE POLE COST COMPONENT OF DP&L’S RATE

METHODOLOGY, HOW WOULD IT NEED TO BE CORRECTED TO
REFLECT THE REQUIREMENTS OF THE DEFAULT RATE PROVISION?

A105.To give effect to the parties’ Joint Pole Line Agreement, the EPC Companent of the rental
rate equation as developed by the FCC would have to be adjusted to remove the cost of
all poles taller than a weighted blend of both parties’ 35- and 40-foot poles. In addition,
an accurate percentage of that cost for reflecting non-pole-related appurtenances must be
removed from the cost component of the methodology, perhaps ***** ag discussed. This
is the minimum adjustment, since it does not reflect other potential overstatements we
have identified, such as possible inclusion of CIAC paid by AT&T and others in the

account.
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Q106. HOW ARE THE DATA IN DPL 00461-DPL 00469 HELPFUL FOR
DETERMINING A NEW RATE FOR THESE PARTIES?

A106. 1 have reproduced the data in this document as Attachment VMM-1 1, Values of Poles in
Joint Use with DP&L: 2002 Data. My calculation based on this data yields an average
value of ¥***** for 35- and 40-foot poles. Applying the then current CPI of 2.28%
would bring the average value of DP&L’s 35- and 40-foot poles in joint use with AT&T
to *¥¥#*** in 2003, and would constitute DP&L’s EPC for purposes of the rate formula.
{Please note here that for all purposes, | have used the year 2003 to drive my calculations,
since this is the year DP&L used for its putative $45.00 rate.) Alternatively, application
of DP&I.’s suggested increase of 3% would bring this value to ******,

Q107. WHY IS THIS A REASONABLE DOCUMENT TO UTILIZE FOR THIS
PURPOSE BASED ON THE PARTIES’ JOINT POLE LINE AGREEMENT?

A107. The Agreement requires that the cost of “providing” the standard 35- and 40-foot Class 5
joint wood poles covered by this Agreement be utitized for the rate. This is the closest |
have come to a document which identifies DP&L’s average cost of 35- and 40-foot poles.

Q108. WHY IS THIS ALSO A REASONABLE CONCLUSION BASED ON THE
PROGRESSION OF THE PARTIES’ RATE INCREASES?

A108. Please see Attachment VMM-12, Increases in DP&IL / AT&T Pole Rental Rates:
Historical and Proposed. This Attachment calculates the rates of increase in the parties’
rental rate over time. After a total increase of 75% in the parties’ pole rental rate from
1930 to 1995, DP&L is demanding an increase from 1995 to 2003 of 2,471% if the
Agreement is interpreted precisely as it is written - that is, that the renta! rate should
apply to poles in excess of one-half the total poles. Even if the rate were applied to the

net difference in the parties’ pole ownership, the historical error the parties have made,
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0110,

the increase demanded would stiil be 1,186%. This is clearly out of line insofar as any
logical interpretation of the Agreement’s intent is concerned.

HOW SHOULD THE ANNUAL CHARGE COMPONENT OF DP&L’S
METHODOLOGY, ACC OF THE FCC FORMULA, BE CORRECTED?

At a minimum, all recurring annual expenses specific to DP&L’s conduct of its electric
business, such as the maintenance of a width of 4 feet 10 inches to 9 feet 10 inches of
cleared trees along the length of its overhead conductors, must be removed from the ACC
Component of the equation. Mr. Zeldenrust addresses several other necessary
adjustmen.ts as well,

DO YOU HAVE AN OPINION AS TO WHAT RECURRING ANNUAL

EXPENSES SHOULD BE INCLUDED IN A POLE OWNER’S ACC PURSUANT
TO THE PARTIES’ JOINT POLE LINE AGREEMENT?

A110. The default rate clause of the Joint Pole Line Agreement refers to the cost of

Q111.

Alll.

“maintaining” the standard poles under the agreement as the apprapriate cost for
determining the rate. This should mean exactly what it says - that only the annual
charges associated with pole maintenance may validly be included in a pole Owner’s
ACC of the rate formula, At the very least, every effort needs to be made to restrict the
costs that are inciuded in this component to demonstrably pole-related annual expenses.
DO YOU HAVE AN OPINION AS TO HOW THE SPACE ALLOCATION
COMPONENT OF DP&L’S METHODOLOGY, THE SU COMPONENT OF THE

FCC FORMULA, SHOULD BE CORRECTED TO REFLECT AN EQUITABLE
ALLOCATION OF COST BASED ON SPACE USED TO AT&T?

AT&T’s space usage factor must be corrected to reflect the loss of one-half of its
guaranteed or “exclusive” 3 feet of reserved space, as well as the presence in today’s
environment of multiple attaching entities. There are several ways this may be
accomplished, including developing comparative space allocation ratios for all parties on

a pole, as the NELA/Bell Practices direct.

19



Q112. HAVE YOU ATTEMPTED TO RECONSTRUCT APPROPRIATE RATES
2 UNDER THIS AGREEMENT TAKING THESE CORRECTIONS INTO
3 ACCOUNT?

4  All2. Please refer to Attachment VMM-13, Correction of Proposed DP&L. Rate, which

5 recreates Attachment VMM-7 with specific reference to DP&L and AT&T. | have

6 attempted first of all in Part A of this Attachment (see page 1) to develop a rate that is

7 consistent with the meaning and intent of the parties’ Pole Line Agreement, utilizing the

8 average cost of 35- and 40-foot poles from Attachment VMM-11. Recognizing that the

9 FCC fully allacated cost methodology does not apply, and that we have no data on how
i0 the parties interpreted the meaning of “maintaining,” for this purpose, I have applied a

Il reasonable ACC of 15% based on the parties’ 1995 rate. The resulting 2003 rate is $4.47.

12 QI113. HOW CAN WE KNOW THAT THE COST RECONSTRUCTIONS IN PART A
13 OF ATTACHMENT VMM-13 ARE REASONABLE?

t4  A113. The cost reconstructions are reasonable because the cost components are reasonable. In

15 1995 a rate of $3.50 would have resulted from a pole cost of $7.00. An EPC Component
t6 of ***** rimes an ACC Component of 12% equals $6.94 - a close approximation. This
17 amount #imes an SU Component of 50% to each party pursuant to the existing Agreement
|8 would produce a rate of approximately $3.50, the rate the parties agreed to in 1995 ($6.94
19 X50% = $3.47). |

20 Q114. ALTERNATIVELY, HAVE YOU ADJUSTED DP&L’'S RATE TO BETTER
21 COMPORT WITH THE FCC METHODOLOGY?

22 All4. Thave. In Part B of Attachment VMM-13 | have aiso developed alternative rates that

23 assume DP&L’s bare cast were developed appropriately according to the FCC

24 methodology (see page 2 of the Attachment). To do so | developed AT&T's SU

25 according to the principle of proportionate space usage underlying the FCC CATV

26 formula, and according to the FCC Telecom formula developed in 1996 (see page 3 of
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Qtl6.

Allé.

Q117.

All7.

the Attachment). The resuiting AT&T rates in Part B are $8.39 per pole applying the first
FCC formula, and $11.64 per pole applying the second FCC formula.

HOW DOES AT&T’S SPACE ALLOCATIONS UNDER THE TWO FORMULAS
COMPARE WITH THE FCC’S ALLOCATIONS TO CATVS AND TELECOMS?

ATE&T is allocated either a proportionate SU Component of 11.1%, or a weighted SU of
15.4% of DP&L’s pole cost for 1.5 feet of space. The FCC’s allocations are 7.4% to
CATYV, 11.2% to Telecoms on poles with 5 users, and 16.9% to Telecoms on poles with 3
users, for 1 foot of space in each case.

CAN THEIR CURRENT RELATIVE USE OF SPACE ON A POLE BE

UTILIZED TO FORM THE UNDERPINNINGS OF A NEW JOINT
ARRANGEMENT BETWEEN DP&L AND AT&T?

Yes. In fact, | would recommend the implementation of a ratio of pole ownership
between these parties that reflects their actual use of pole space in today’s environment.
It seems to me that DP&L’s stated inability to isolate the cost of its standard 35- and 40-
foot poles, let alone its poles in joint use with AT&T - a process that is required to
comply with the pole cost directives of the parties’ Joint Pole Line Agreement - presents
an insurmountable difficulty for applying this Agreement. Establishing a ratio of pole
ownership might obviate the need to talk about pole costs at all.

WHAT SHOULD THE RATIO OF OBJECTIVE POLE OWNERSHIP BE AS
BETWEEN DP&L AND AT&T AS THE ONLY CURRENT POLE OWNERS?

The ratio should be based, as stated back in 1926 by the NELA/Bell practices, on the
space reserved for the use of AT&T and DP&L in today’s pole environment; that is, it
should consider just their relative usage as the only pole Owners. Looking again at

Attachment VMM-13, we find average (Non-Urbanized and Urbanized) use of 2 feet by

AT&T and 9.5 feet by DP&L, #¥H¥Fx stk sk sk kbbbr kst ibbsbadabtbustsss
. \ .

See VMM-S and Attachment GS 11.1-11.3 to Grace Sury’s testimony. This
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determination allocates the separation space to DP&L, which is consistent with actual
usage. (In fact, the FCC has repeatedly characterized the separation space on a pole as
usable by the electric company.) This results in relative average space usage allocations
as between these parties alone of 17% to AT&T and 83% to DP&L. This would be the
adjusted current allocation of pole cost as between these two parties alone, and would
also be their objective pole ownership ratio,

WHY DOES THE RATIO OF ALLOCATED POLE COST EQUATE WITH THE
OBJECTIVE POLE OWNERSHIP RATIO?

The two are the same because it is when the ratio of ownership equals the ratio of the
rates that the parties’ joint use relationship would be in balance and no rental would be
due from either party to the other.

WHAT IS DP&L’S TARIFFED RATE TO OTHER POLE USERS IN OHIO?

DP&L’s tariffed rate is $3.50 for the use of one foot of space.

PLEASE SUMMARIZE WHY DP&L’S PROPOSED POLE RENTAL RATE TO
AT&T IS UNFAIR AND UNREASONABLE.

DP&L.’s rental rate approach is unfair and unreasonable because it is not only inherently
contradictory, but it also fails to take all relevant factors into account. It is contradictory
because DP&L has lifted one critical component of its rate development mechanism - the
50%/50% pole usage “default” allocation percentage - from a contract provision that was
written in and applied in the context of 1930, when there were only two pole users (the
local power and telephone companies). Ignoring the fact that its Agreement with AT&T
directs it to use the cost of the poles these parties actually share, DP&L applies this
obsolete two-user percentage to the supposed “fully allocated cost” of its average pole as
developed according to its (imperfect) reconstruction of an FCC formula designed for

application to three users since 1978, and a presumptive three to five users since 1996.
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Al23.

But at the same time that it invokes the present to determine its pole costs, DP&L rejects
the present as il applies to pole usage by multiple parties. There is no way to rationalize
or reconcile such internal inconsistency inherent in DP&L’s rate methodology.

CONCLUSIONS AND RECOMMENDATIONS

WHAT METHODOLOGY DO YOU CONSIDER APPROPRIATE FOR
DEVELOPING NEW RATES FOR AT&T AND DP&L?

A space-based formula methodology utilizing the EPC times ACC times SU formula
could by adopted, but all three components of the formula must be developed fairly,
rcasonably, and accurately.

HOW SHOULD THE PARTIES DEVELOP REVISED COST ALLOCATIONS,

SUOF THE FORMULA, THAT REFLECT TODAY'S POLE USAGE
ENVIRONMENT?

I would suggest that the FCC CATYV formula, which allocates costs in direct proportion
1o space used by the parties, is the fairest means of doing so. First, it reproduces most
faithfully the theoretical approach respecting reserved space usage that was directed by
the NELA/Bell Practices when this Agreement was signed in 1930. Given the vast
disparity of space usage today by the electric companies on a pole, it is also the fairest
allocation of pole costs based on comparative space usage in today’s joint pole usage
environment. This calculation could be used to develop each pole user’'s SU.

WHAT ANNUAL POLE COST (EPC X ACC) SHOULD THIS SU BE APPLIED
TO IN ORDER TO DEVELOP A POLE USER'S RESULTING RATE?

The pole Owner’s annual pole cost must reflect only fair and accurate joint use costs, that
is, costs that directly benefit all of the joint users on a pole. Looking first at the EPC,
every effort must be made to ensure that a joint user is assessed no costs in excess of
those incurred by a pole Owner in direct relation to the truly shared structural asset. That

shared structural asset is a pole that is a blend of 35- and 40-foot poles with the cost of
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Owner’s own non-pole-related fixtures removed. Therefore all costs associated with pole
Owner’s taller poles and its fixtures must be removed from its EPC, in order to arrive at
an annual pole cost that truly reflects the joint or shared pole cost to which the SU should
apply.

HOW SHOULD FIXTURES BE REMOVED FROM THE EPC?

The FCC has used a presumptive factor of 15% applied to a pole Owner’s gross pole
investment to remove fixtures. It has also stated that in all cases, actual data is preferred
to its presumptions. Perhaps DP&L has performed some fotlow-up studies 1o show if its
estimate of an added ***** for minor materials (fixtures), which equates with **¥*¥* if
apphcd 1o ngS COSt, is accurate. ’fso, s 3 ok ok st sk o o ok Ak ok sk e a0 a6 o0 o e s o ol ke Ok ok KR B RO Kk B

***********************************************************************.

HOW MIGHT POLES TALLER THAN 35- AND 46-FOOT POLES BE
REMOVED FROM THE £PC?

A125. Perhaps a similar factor might be developed to reduce pole costs to 35- and 40-foot poles,

Q126.

Al26.

the only poles a pole Owner actually sets for joint use. This is imperative, since inclusion
of taller poles represents a subsidy for the pole Owner. And a similar factor should also
be developed to remove Owner-specific annual expenses such as tree-trimming, for the
same reason. This could be accomplished in a compliance phase of this proceeding.

DO YOU HAVE ANY SENSE OF WHAT THIS COST REDUCTION FACTOR
TO REMOVE TALLER POLES MIGHT BE?

The FCC heard testimony in order to develop its fixture or “appurtenance” factor. The
same process is probably needed in order to develop an additional factar for removing

poles inappropriate for the joint use rate calculation from the mix.
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HOW SHOULD DP&L’S ACC BE CORRECTED TO REFLECT ONLY FAIR
AND ACCURATE JOINT USE COSTS?

At the very least, the tree-trimming costs that DP&L incurs to protect its energized
electric facilities cannot be included in its ACC calculation. The FCC recognized that
capital right of way costs incurred by an electric utility, as reflected in its FERC account
365, were impermissible inclusions in the rate formula. The recurring annual costs
associated with right of way clearing are no less so when those costs are effectively
driving an electric utility’s maintenance factor. These costs are known, and must be
excluded. Mr. Zeldenrust also addresses several other adjustments to the ACC.

DO YOU HAVE ANY SENSE OF WHAT THE RESULTING AT&T RATE
MIGHT BE ONCE THESE CORRECTIONS ARE MADE?

Please refer again to VMM-13, page 2. Even with all DP&L’s excessively tall poles
included in its pole cost, and with its excessive tree-trimming costs included in its annual
expenses, the AT&T rate produced by application of its corrected space usage component
is $8.39. With appropriate factors applied to remove these DP&L-specific costs, the

resulting rate would be some amount less than this.

ARE THE DOCUMENTS UPON WHICH YOU RELIED IN FORMING YOUR
OPINIONS IDENTIFIED IN THIS TESTIMONY?

Yes.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Y es.

45
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MAHANGER CONSULTING ASSOCIATES, LLC
VERONICA M. MAHANGER MACPHEE

2§ HEATHER LANE, SPARTA, NJ (7871, USA
TRL: (973)T29-5558 Fax: (973 726-9637  E-MAIL! MAHANGER@PTD.NET

COMMUNICATIONS CONSULTANCY ESTABLISHED IN 1989

MCA provides consulting services to telephone and cable TV companies in the United States and Canada
regarding contracts for shared (joint) use of structural facilities (poles, underground conduit) and rights of
way {federal or municipal land, railroad property, private easements), and associated regulatory issues.

MCA consults primarily as a subject matter expert on joint use of poles. Services include:

* Analysis and negotiation of joint use contracts and drafting of alternative provisions

» Representation of clients before federal, state or provincial regulatory commissions

* Preparation and presentation of oral and/or written expert opinions and/or testimony

»  lectures and panel appearances by invitation before companies and professional associations

RESUME OF PRINCIPAL
PROFESSIONAL EXPERIENCE

Principal and Consultant, Mahanger Consuliing Associates
June, 1989 to Present

Joint Use Appearances: Subject Matier Expert

+ TFederal Communications Commission (2003, Article submitted by BellSouth, RM No. 11293)

* Oregon Public Uiility Commission (2004, Written testimony, UM 1087)

= Vermont Public Service Beard (2000, Written testimony, In Re. Rule 3.700)

+ Federal Communications Commission (1997: Comments, CS Docket 97-151)

+ Trial Court of South Carolina, Greenwood County (1997: Expert witness, Duke v, United,
Case No. 52-CP-24-614)

¢ New York Public Service Commission {1994, Oral testimony, Case 95-C-0341)

+  Vermont Public Service Board (1995, Written testimony, Docket 5743)

» Maine Public Utilities Commission {1993, Oral testimony, Docket 93-087)

Attorney to the Engineering Department, GTE South Incorporated, Durham, NC
December, 1984 to June, 1989 '

Negotiated and managed GTE’s contracts governing the construction and maintenance of its cable
facilities in eight southeastern states. Respansibilities included the development of contracts,
establishment and negotiation of related rates and fees, analysis of legal and industry developments,
and preparation of written arguments and supporting documentation for presentation to public
service/utility commissions (Virginia, 1988; Alabama, 1986). Contracts managed included:

+ Facility joint use agreements, including cable television pole and conduit leases
* State, federal. railroad and private right-of-way easemenis and licenses
« OSP (initially) and COE (added later) engineering and construction contract labor agreements
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Muhanger Consulting Associates, Resume, Page 2

PROFESSIONAL EXPERIENCE (Continired)

Attorney, Private General Practice, Durham, NC, May, 1983 to December, 1984
Legal Practice: Contract, Property, Criminal, and Domestic Relations Law

Assistant Dean, Duke University School of Law, Durham, NC, January, 1980 to May, 1983
Dean of Students, and Director of Student Affairs and Financial Aid
(Acting position concurrent with LLM to May, 1981)

EDUCATION

LLM, Duke University School of Law, Durham, NC, May, 1981
Concentration in Comparative Legal Studies: United States, Canada and Russia

LLB, University of Calgary Faculty of Law, Cailgary, Alberta, Canada, May, 1979
Concentrations in Contract, Administrative and Criminal Law

BAR MEMBERSHIP

North Carolina State Bar, March, 1983

JOINT USE PUBLICATIONS, LECTURES AND PANEL APPEARANCES

December, 2005

October, 2001

April & May, 1998

April, 1996

July, 1993

January, 1993

Aungust, 1991

"Two Wrongs Don't Make a Right: The Electric Industry's Exploitation of
its Captive Pole User Market,” Article, with Mark Simonson.

(Included with BellSouth's Comments to the FCC dated December 2, 2003,
in support of U. S. Telecom Association's Petition in RM No. 11263)

Panelist, Legal and Economic Joint Use Issues: Power, Telecom, and
CATV, National Highway /Utility Educational Conference, Arizona.

“After the Act: Joint Use in a Time of Angst,” Lecturgr and Panelist,
Western & Eastern Joint Use Conferences, California and Massachusetts

“Poles and the New Telecommunications Order; The
Telecommunications Act of 1996, Article, in Quiside Plant, Volume 14,
No. 4, April, 1996.

“Crisis in Joint Use,” Lecturer, Qutside Plant Tri-State Conference,
MNew York.

“[.easing Space on Power Company Poles - Highway Robbery?” Atticle
in Qutside Plant, Volume L1, No. |, January, 1993.

“Facility Sharing Agreements: A New Phase and a New Face,” Lecturer,
Outside Plant Tri-State Conference, Petinsylvania.
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BY THE
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NATIONAL ELECTRIC LIGHT ASSOCIATION

AND THE

BELL TELEPHONE SYSTEM



PRINCIPLES AHD PRACTICES
FOR THE
FOINT USE OF WOOL POLES HY SUPILY ARD
COMMUNICATION COMPANIES -

INTRODUCTORY

?ﬂﬁuﬂ%!&ggﬂq-rﬁﬂﬂﬁn;%@‘
and operating fzature involved in the joad usc of wood pobes
sod arc imended 2 be in conformily with the broad principles
herctolore outuslly agreed opon Dy the Joind Ceneral Comenitzer.

The Principles sct Jorth iw & beoad 3nd penesal manner the
basic {umdamconals inwolvnd in the insercompany rckationships on
Jownt wse of polcs. The o groope of wtiliticy recopnine their
responsibifity 0 seviee the public salcly, adequately and econom-
ally, U is thorelors concntial that any errangemo entaed ino
be such a5 to bent faciilae the preseal a8d [utute rendering of
boch cxsazy of servace.

Praciices arr rcoormcndations which cover in a more specfic
vy the geacraf groumd inciaded in the Principles and are basod
o0 an asalpsit of pracical operaling expericoot with joint use of
pola. Mt is recommended that they be sacd 23 2 guide in the prep-
arskion of new agreements [os the joint we of paloy and in the
modificatisn of cxistieg apmcments whert it U Gesitod by ober
party w bring such existing agrceawcnis indo conforrmity with thes:
Primciphes and Praciioes,

PRINCIPLES

3. Dwiiea
Each pany stwwld:
{3} B the judge ol the guaiity ad 1cqwecmois of it
own scrvive. mchading the ckaracier and desipn of Hs own
facituscs,



Jorm Hac

(0) Ivuvide st muimtain facilms adoquatc o mect the
service reyuitements including such dwiwre modiicuons m
these Tacitaies as changing conditions imdicate 16 be aces-
sary and prepcr.

{<) Dograsine the character of @is own ciroms and strmc-
turos ta be placed or conttnecd B jnict dun.ignas.vn
the claracter of the circuizs and siruclures of others with
which it will cricy mito or eontinee in jeim wsc.

{) gﬂniﬂ??ﬂ#ﬂ?ﬂnﬂ-l—lﬂ%i
the loregoing dimies, proper consideration will 1x giwen A
the muntual problems which may wrise uiusn-_!-—ﬁ_lw:ﬂ
an jointly decemine Ihe bosl enginzering solutivn n sitaa-
tigns where the {acilitie of both erx invelved

2. Esublicking Waiatiinley and Teslageg Joiot Use
Joint consideration by both paries of ﬂnnﬂ.. vni.ﬁn.. cONDMYY,
onvenionee and the trend toward bigheo disritation woltapes
should deteradae ;
{2) When joint ate should be employed, taing into accouwd
present camditions and those whick ran be reuonabiy fore-
scon, including the possitiBity of rovening 1o acparzie Kace.

{b} Ths Lest engincoring sofutien for the coardinatod ar-
rangemnens and dosign of facifitics in joint use
(¢} The administrative methods for entermg o, oarvying
3. Lecaf Coatacl.
All pacties at lerent in a Joality showld maistain dasc -
operation and cach natify the others of any iniewt w0 boild new

lnes oF to roconstract cxasting lines, 28 an aid o ondoly phasaing
and the mtilization of joimt use where advansapgeons,

4, Coatracia

Growesal comeacts {or joimt use, if cnlered inte, should dofine
conditinns for entorng a0 joint use, for oporating du et wse,
for sermimting joret use asd for 2 practical proccdure [or modi-
Tynng {acllisecs i joine use from time t Gme.

M

Joint Use

fn cither general ar specific conliacss, auy Provisiuns Lecalimg
of the chatscter ol cacums om poles for jutt otz should be su
drawm 3¢ el to resifics dhanges in the charaner of e cucoits
of cither parly. except st it shoul? Le rocopwized the) sy
changes nuy involvc the modification o abondorment of juint use
m spocific cases.

Each spexific instante of conlemplated ikat or modified joint
s, whether emintacing 2 simgle pole. 3 gruup of polcs or an
cutire limg, shoald be comsideres!, a2 1o HTopaAnee, 33 2 Sparae
and Sistinet cate, with the vight of refuss) by cibee pasty, and
i actepred shoskd be in writing,

Joim wse now exiniz and gives satisfaction i many localitie
ander one of two penoral phans, ooc 2 “Space Hemial Plyn™ amd
the wiwer 3 “)oiot Owsership Plan.” In additica, Joinl wie ¥
somctincs cfected sa am “Auschment™ or "Contact Hewal™
basiy, snd gomctwoes under 3 “Pormanent Righes™ Agrcenmmt,
widch is 2 modification of the “Joimt Owntrstap Plan.™ The
Joint Owncrship Pl and the Space Renial Man have in gencnal
provod he mare simple and conveniear workiug arrangemens,

1. Coms

The akincation ol costs between the gartics at interesl shoold
be prima [ara, rcasmable and eqeitalde, raking inte socoust aff
factors nvelved :

& Legal Comaldrracioms.

Lepa! questions, incloding ihe suificicney of right-of-way pranty
bold by the parties and the protection af itk or property of hoth
parties in the rasr of morgages, rales, mopers oc consalidations
enfered mita by cither parly shovld be given duc consideraton in
the preparation of contraces.

In any toxms of U contoact deating with Talility for personal
or property damage, care should be taken thal such 1erms are not
dsadvaniaprows to cither panly.

1. Ferivdical Rosdlwstanint of Condvecon.

Provivion shanld be made {or review and fevesion from time
to fime of 1hose Sipulstions of 2 contract realing of conditions i
2 varying matare and particubaly of items of expense o b ap-
pactionad betwesn the parties, such a5 the cost of polcs amud resrtals
which aic dopemdimt wn mdegl 2nd Tabor Prices.



€ Conninuson wid Indeter Casrdinsnes,

The romirectron and mdutiive reoedinilion emfioyed i juim
wit shtold be W acondance wuls smualtly sccoprable peacaces ang
" roalyennly wial sl recommendations of the Jam Gengral
Commiiter 23 372 issied rom tisee 10 vime,

PRACTICES

1. Tavkay Coverad by Agreonsot

Agreemeons should prcferably cover sl existing wosd pola ol
cach of the pamies and aoy other wood poles horaafur croted oF
scquired by cither of thom within & cenain described iecritory,
cxcept those whith carry circwins of & dharscter that the partie
wish 16 Lecp ool of joint usc.

Morx: i s mizcd thut there ase receprions] stostisas where
" vy mor br ._n.mﬂl.rn

o make gemeral agreemonts coverng w WT«l
serciory, s, bov crample, wheet nﬂn majee peciion of the Qoﬂi i
of the pantier carFy ticwity for which foine ue it 0t geecnlly sduss-

tgeows. Such caees may be more astiefaciordly hamaficd by aprecments
covering u apecilic [ioc o cirmik speaibs pole.
2 Typem of Jol Use Ayreemests.

Jomd ursc agreement should prelerably be of 2 1ype under which

T oach of tle partics shara oquitaMy in the ooet of joim pokes.

This may be acoemplished in either of the following ways:
{a) Spex rental under which fam of sgroonem the
lcenue eents ypace o the pole of the Owacor 20d pays «
rendal per poke whirh s based on the zmount of space -
scrved. A moch gicd Form of Ouis is the 30 olted "l rootal
per pobc”™ where the division is practically cqual and the resaal
73 approximatcly oqos! 0 onc-fal the svoape snaval cloga
on & poke which is sipultted a3 (he sundurd of sclerence.

(b} Joint ownaship, under which form of agrtemend cach
of the parics awns a hall intorest in cach joint pic mnd psys
ane-half the oot in plaor of the pole which is sidbated xe
the stsndsrd of refercnoe. :

Nows: A pormiaces cights agictmwns o & modification of 1he Jokat
rwasehip agreement which his heen und sccanonslly mado which
each of the parsics tonpiby ol Swnership of cortasn the s and
the sther prriy pwmchasc » Jofament aght of occopiacy. The other
MEAAECAALALS Afc The qapue 2x B g joimt Sesteglip agreconnt.

Jount Uu

Romals based on individua) comtacts o machnenty ave gt
geoenallyaetomancnted lor foint ol ageeemems, a3 auch a basis
arsebers the srpemc ad obligations arising fram periadital e
votttur ey of tise atiachmones. 11 i alzy diflecph (o estabibish yemat
et b g many Riads of individual aitachments which will

mue to be equitable and munnlly satisfactory. Furibernmre,
this basis does not Inve the sdvantage of providing 3 suitabic
spate For the presewmt and Tolure roquirements of cach pasty
However, such a basis may sometivues be Iound sstofaciory for
lsga?&nﬂglgngﬂwnaggn—tﬂi
involved.

3. Conditicon Rifating te Jein? Ve of Fuoles.

It i recognized (ml thore are very swbractiad adeantages o
both weiliries in the cmploymoest of joinfly accupied polcs where
the conditions and dhuracter of circuits permil. The conditsons
defeeninng the necessity ac desirability of joiot use depends npun
the stivice requriremeonts W e mial by both parsies inctuding ton-
sideratiows of safety and economay. Ewch paciy is 1he juder of
what the durader of its civenits shenld be to medt i3 service g
quirtnenis aad 23 b whether or not those service requiresenss
@an lr properly mct By foe joint use of poks.

(2} It & recommendod that joit use shoold be coacred
g?i&éﬂoﬂ-?ﬂ%.fﬂﬁﬁulﬁn!qa
ﬂr“nr!-utrﬁu-rn%mﬂ-annmg-m-i-uﬂ_
malx {urthcr cosporitive Bindy of the prablem L T
snd in ather oxses where a coaperative study shows Hat jem
utt i3 ccomomical and is the bost engincering scluion,

{t) Each party shaald rcfain the right 10 remain o of
tigiﬁuiammﬂgﬁ—fﬂﬁ»ﬁgw for s
owh sele ute Or be other cates whoe in it jodgment 1he
Propax seodeting of s service mow ar in the [oture requires
sparite hncs

{c) N is recogmzed thar Joind wsc iz advisable bk thys &
is noecssary Har whew employed % aboudd moct the servace
sequitements of batl partics sad (hat any sslement made o5
to conditeuns wmder which Jainl use is deswabic s hikely 1o
changc s (ime gocs o Iad 24 Servicc congiions and the grage
of the ant champe.

i



Joant Risc

() Mascd v the presewt 3120 ol tiac st the Sonply
Lieslonecs am) the Lonmmmcatn Utdnies have wfared 25 o
thrr rexpective rusuis | Soo appoudices | and 2) e preseed
Bt rirons weban which cach group scoonmmls 1had pril
nse Le entocd milo,

(] Jn a0y @sc where §t is novessary thar the fwo kiods of
lies cconpy dve sanwe 3ide of dhe highway joinl e & grwer-
ally preferable to orerboilling.

(F) 11 is recoprizod flal situalions will sommctinees afEc ia
rusal districis whers grester oconomy an be oitainod wah
separate fines than with a joint limc and without satrificing
sricty or serwice. T1 i ubse reeogized that 2 widiy wiMl find
in some cases thal & & neccusary 1o constrmet 3 Jing which
i t0 carry such mwnbey and wright of auackmonts thal joind
ase would ot ic coonemvical or desinblc. In such <ases i
is nol intonded o rec d juint use of poles i preforeno:
to other armangements which would be meare sdvastagoous.

4 Coopartion o Latablish Jalar Thas

{a} When any panty to 2 joint nse agreement is about o
ercet 2 new pobe Tiae or 19 extend of reconsiradt En cxisting
pric Fnc withn The torilory covered by the agreement, motice
in sdvance should be giver to the otho party b0 the agree-
mcwi. spch motice showimg the proposed location snd char-
acter of the mcw poles. The partics should them cosperale
to detarmine wivther of not joint w2 ol the poics should be
estaldiched.

{b) When aty parly to 3 joint use agreemant dasino 1o
Occupy space oo any cxisting pobes of the other party wiasbin
Lhe territary coversd by the sgreement, norice should be given
the ovener of $aid polss and the partics shoold then coopecalc
to determine whether or a1 Joint use of poles should be
established.

5 Awgllance of Coofliciing Limex

Where joint utc of pobes is oot 1o be established o where in
acrocdaace with Soton & of thace Prackicss joint vae is 1o bLe
rermansted, the partics should make every reascnable <ffost to

avoid 1he cstaldishouent af conflictng lines

L]

Jommi thay

4 Frocedwre ¥When Charartes of Ciwoigins Is Changea

When citler pacty desives o change the chay "
wat b”l..i_u. uscd poles it shall 30 nuiily ”-nn__“-”nh.”—n—?“”v
s izl cooperate to detormine !.—n:\N\“ nH jednt uge eﬂ
.rn poles involved sl be cominued. T i1 5g noy nnnﬂﬁh 5O com
wami we of vhe said polcs, the peetics shai! den TOUPLrale 1g u“.n.“n
wine ..v» Mmost peacticat amd economicat incibod of cilectivety
providiog for scparie limes The party wiwse cirouits are te be
sigred shall peonpaly cxery out the pecessacy wurk and the pastics
tlul roupoate 10 detoroane (e equialbc appurtionmem M” the
net exponse isvolved in yuck rclocation. b e event of 2 dis-
agreement 24 o winl constitutes an equiabic apportionment ol
such cxpense the [oflawing FTLARPLUMNIS e se00mmended -

(23 ! the case of 2 space rental ecmen icensee
shall bear the said mt expense. - - the o
{b} In the cuse of 2 jownl ownershi H

2 P agtecmon the
expense ol b divaked equally befween the ?«aﬂ.bi -

_..n.ml_ﬂu olhcowise agried by the partics, awnership of amy new
Rgnﬂﬂaﬂaaﬂnnnﬁisuismnhsrﬂms
hn-!5.rn§w_nq1§uﬂwm-§agﬂ_ The nt
o of cstablishing sarvice in the ucw Tocation showld be exchas
o...!..-.m..n..nﬁnsg duc fo the sulstitetice lor the n.ﬂ.uu?nhm..n
facilties of other faclities of a sebstantisfly new or mproved
nﬂ-nﬂ.g-..ln«&&iﬁ.rwn-g%ﬂliv&n_?n
.Fﬁhenqgi-ﬁlgu-ﬂ-?la_ﬁﬂgnlsnl.
Haﬂ.aauﬁ.rnge-qrmnn-..nuﬁnr;uclsxﬂzﬂ?

. the mew Socarion.

7. Ownership of Elﬂhbl.-u‘bn”llnubﬁg

In any cxte where the partics to =

s pacc rontal agrecmend shall

gné-ﬂi.ﬂic«u&-awilﬁ%.ovﬂ
Qﬂ&.iiﬁtﬁﬁui&iﬂiﬂi?g!
:.l.lt apreeenent. In case of failure to agree, the pany thea
awnng the samlcr nomber of joint poles under the agrecmen
shauld crecy the poles and be the awner therend.,

Harr: 11 hag beem fommd ta be of adesnisge undey 1k
agrramret 15 hare cack GWR FOpTaR bl
werrher ol ugq_-ﬂ wscd hﬂ- .rm-.n.—ia ﬂﬁﬂﬂ”n{lﬂlﬂaﬂ“-ﬂbﬂ”-“m

ol flur twa pastirs. Furchecmmes fyis bas thy addwamna
I pinis ge of -u.ﬁln.a-. ™
i £l il awmd the

nnn!..u.m.lw élling cackangs o} niancy beiween yhe pares

Thain divition & owmersinip showhd prefceahls he i
PrIty #wrmg certarn .“.l!.i finen ?A—ﬂ-fbﬂ #fn.ﬁ!.. qrﬂvw.”nnbl”.v.a rach
of the poler m & givew line drvided. hip



Joswwt Liex

& Joint Pundsmeacsd Plan,
An cffective way of fﬂﬂl_mﬁn the pruper ﬁn%__ o jomnt
pole fimes in 2 givon taonary v theough tho foll applicacet of
the principles of cooporatian incleding advaoce police, advance
planning 3nd the intcrdonge of isitrontin. Experionee has
shown thar this can be acconyinbed twough x jodt [alamentsl
plan of the peocsem 2ad lutwre deschopmews of the svorhaad
systrons ol the rexpeciive parvies. Theouph such joime plannimg it
will be genenally found passible to avoid sny difecuh situstions i
locating tiw limes and the applicsion of thes: Prncples aud
Practicet 1o bath the presery 2od fulure developments can be
carried ot 0 the mont offeclive and sonamecal manser,
L Specibications for Jolat Paix Coostruatios.

Tt iy intended that coemplese specifications covering recommended
pradtices for jorm ase of polas undor various conditions will be
propared as sooe as practicable. Until soch time as these spocifi-
otions are issund, i is recomunendsd that the Natioal Electricat
Safery Code be micd as 2 guide to pragiive,

Existing joint pole coosiraciion skould be brougid inip con-
formaity with Lhe recommonded prattioss n an orderly and sys-
tesmatic mannce, This may be accompliched by a provision in the
apreewcot that 1 crrtain perceniage of the exming construction
be brough inte conformity with the recommanded practices cach
yoat,

H. Inductbvs Conrdination for Circults en Jolatly Uscd Polea

The "Principhet and Practica for the Induttive Coordination
of Supply snd Lowmemiczion Sysems™ as issued Ieom tiow 1o
time by the Joist General Commirer shuld e followed.
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CONSIDERATIONS INVOLVED IN JOINT waR OF FACILITIES
BY FEA BOHROWER3 AND TELEFHONE COMPANIES

Intreduction

Joint uss of facllitlss by power and talephone ;ystems‘hﬂa been
found to be frasible in rural areas with the development of high
strength talaphone wires that can metch rurel power line spans end
the development of generally accepted conetrustion standards and
safety devices to minimize any possible hazards. The power line
carriay talaphoneléystem, whérein the ﬁcwar wires act as guides
for oarrier radio waves, ls another recent deyelopment having

arplication in rural areas.

Joint use rajises f'or REA horrowe}a Queations of policy with
respect to (1) protecting and uévancing tie interestes of their
membera in counecticn with telephone rates and area coverage;
(2) unifom relntiuus with local telsphone companies In their
aress that may include mutuals, independents uhd members of the
Bell TBlephéna'System; and {3) development of engineering, com-~
structlon and spersting practices 1n‘coopernticu with the local
telaphone companies that will make Joint use ax msset €0 8ll.
Joint wae rajses for FEA queetigue with rﬁspeét to use of loan
funds a:.d protgctioh of the Governzent's Interssts in borréwers'

systems as they may te affected by Joint use arrungements.
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The joint use contract forms, coples of whith ﬁere distributed
to 21l DOrroWers ﬁith the Administrator's memorandum of July 3, 16LT,
were designed to Include desirable legal, businesa and technical
factors to provide adequate protaction for REA borrowers sad to
establish & practical working framewerk for relations between REA
torrowers and their loeal talsphare companier when they wish to

engags in Joint use of facllities.

I. Objective of Joint Use of Facilities

The primary sbjactive of Joint use of fagilities is to achieve
savings 4in cost by eliminating ons pole line. Elimination of
structural conflicts as well g local regulationg may alse reguire

or take Joint use desirable.

The costa ag well ag the savings of Joint ﬁse constructicn
should be shared equitably by tha power and telephons suppliers.
whors the s4avings are 5pprBCLabim, it can well mean that both
services can be exténded into ereas where construction might not
Sthervige be sconomically feszible. fherefare, evan thcughrpower
aystem poleﬁ ave already in place and can accommodats telephone
fagilities with little, if any, extra cost, telephone companies
should te required to Dake peyments representing their falr ghare
of the costs of the polea 80 that savinga can acerue to the con-
sumers of electricity ma well as to the teleplione subscribers.

In other werds, the power consumers should not be asked to .

subsidize trelephone subseribers.

a4/ 25
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II. REA Financing &8 Releted to Joint Use ¥FacilZties

As & general rule, an REA borrgwer should aeof invest HEA
loan funds in Jeint use facilitles in & given area to & grezatsr
extent -han would have been requirsd to pravide facllitiss capable
of rendexing alectric service alone in the same given area. This
will raise no serious problem since the pols sizes in ?ommnn nse
by REA borrowers ars cepable of accommodating cersain telephone
far{lities and *he contracts provide that the telephons companies
ghall pay auy edditional capltal oupla}a required as well as rentgls
for the benafits they securc from the usa of REA horrowars’' poles
4nd wireg., Morecver, since telephnﬁe companied may alao set and
owa joint use poles, an REA berrowey should actually have a lesser
investmént ig pole plant than would be required for separate line -

congtruction considering sn area a3 & wiole.

IIY. Telephous Company Quallfications

The sample forms of contracts and the recommended rayments
contained thersin are predicated on thé assumption thet the tele-
rhone gupplier is fully competsnt to carry its part of responsibllity

and +hat the HEA borrower will not be put to any additiocnal expense

by resson of the telsphone supplier's lack of knowledge or competence.

Thepefore, REA borrowers, before eatering Jjoint use agreewents, should

gatiafy thexselves that:

A. thas teleglions compeny concermed ia s fimancislly
reaponaible organization which s fully capable
of bearing its proper ahare of the costs and

reapansibilities for any posaible hazarde.

05/25
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. ths *elaphone company ties avallsble a qualified
enginaering and ccnstructién force to assurs that
ts facilitles on Joint use lines will be installed
in accordande with accepted construction atandards

arnd safaty practices.

C. the tslephone company has a maintenance and oOpoYm-
t1ions force capable, wharm tecessary, ¢f maintain-
ing its own facilities when installed jointly with

powar linex.

Te sontract Torms have ne cluuses concerming Insurance COVEIBge
an <he assumpticn that sach party will carry its usual iosurance and
that in the svent ¢f any clatms, liabllity ?1l1 pe agjegsed socording

to zhe legal responsib®ility that i3 determined.

REA borrowerg should satisfy thems=lves that the local telzphone

-

companies with which they share jJoint use facilities either
A. provide adequate reserves Tor insurance, OT
B, carry sdesquate insurance policles.

The Bell Telephone System, for example, is self insured and
sete Asids reserves against losses. Howsver, smaller t&lephone
companies should be required to have lisbility insursnce COVETHRS

comparabls +o that carried by REA DOrrowsrs.

PaGE  §5/25
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V. Buafatiy

It cannot be too atrongly smphasized that proper pracavtions
should he taken in Joint wse consfruetion to minimlize possible hazards i'
to both telephone end powsr linemen as well as to ¢onsumers. Adegquate !

standards of gafety {an be egtablished by abservation of the proper

construction, maintenance and safety practices and tnsisllation of

| power and telephone protective devicss, The telephons companies
should be héld completely reaponeibls for installation amd operation
of thsiy own facilities (except =s otherwise provided for carrier
telephone facilitiss) and borrowqru who find 1t necessnry to edviaa
their local teléphone companisa ;n propar construction ang szfety :
' rractices woild be best ;dvised thezaelves ot Lo sngege in Jolnt =
use copstruction with such companies in view of the risks and !

| toats involved,

Al‘ wirea and appurtonancas on_Joint use poles should be

treatad as hot when performing line work,

VI. Description of Contracts.

A. Power Iine Carrier Facilities, REA Form DS-209. B

The highlights of this form of contract are

——————
.

i . 1.. Tha telsphons company e given tha right to

| tranamit communicntians over the power linaas at
frequencies in the 150-500 EC band, but there ib
o be no interfarence with the use of froquencies

by the HEA borrowar outgide that band.
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2. The telephone tompany is given the right to heve

atsached to the power lines and poles such equip= |

ment 89 13 necessary to provide for carrier

telephone service., All such equipment 1a furhished

or paid for by and remains the property of the tele-
phone company but for safety ressons woast inatallation
end maiatenance of sguipment inatalled on power system

facilities 13 to be performed by the REA borrower in

behalf of the telephons compeny.

|

|

| 3, The nelephone compeby will reimburce the REA horrower !
for all expenses incurred to accompsdats the talephone |
facilities and vill pay am autuel fee for each pole |
on which telephone squipment 1a installed. To simplify |
b1lling, unit %elephone equipment uscemblies have been |
established and uniform telephons cempany psyments for
{nstallation, removal cmd meintenance work performed

by the REA borrower in comnection with such units have

baen suggested in Exhibit B, These payments make

allowance for average lsbor, material, trausporiation
ﬁnd overhead costs. If exparience disclopes that they
vary tou'gréatly Erom aétual coata in any perticular

.ares, ofther party may request a revision annually.

The annual charge of $1.00 for each jéle of the | !

REA borrower upon which the telephons company has !

aettachzents amounta to a leaaing fes. The fee of
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$1.00 1is purely nominel in view of the fact that
thers 1s no experience with the actuel cperation
of carrisr telaphone systems on whish there sould
ke based an exact detsrmipation of any cost saviogs
of this method of providing telephons service that
wight be ghared hetween the telephone ccmpany and

REA borrowsr.

Power consumption payments are baged ¢n estimmtes
of the averdge powst iaseeu c¢aused by the variocus
typea of telephone company eqnipment connected to |
or 1nsartad in the poveyr liues ; The maintenanca
*viglt payment has been eetablished to cover any
work éone b& the Cooperative on any apecific

request Trom vhe Telephona CQmpéhy. It 1a

anticipnﬁed that maintenanca Jobs generally

will invralve Eingle lecations and that the work
cen be done in e single visit. Tha Largest part
or the cost of the maintanance visit is 1o travel

time und. mutor vehicle e:ponaa ’ what:her the trip

. lovolves replacement of a capaciter fuse or couplete

replacement of &n leclating choke assembly,

If vork 18 to be perfﬁrmad by the REA borrower on
behalf or the telaphons corpany that is not covered

by the unit asseﬁbliés and ﬁosté et forth 1in

"ol 9 -4 - ¢
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Ezhibit B, additieonal reimbursement® shuulﬁ be
agreed upen. This would inalude, fcr example,
replacement of poles or tha 1nitial installation

of poles of greatsr height or class 4o accommodate

the telapions company.

5. The coatract term is 5 years and thereartar

until terminated by 1 year's notice by etlther party.

6. All construction must be in accordense with the
Netional Slectrical Safety Code, The spacifications
and schematica of Exhibit A are illustrative oaly.
A separate document entitled "CONSIDERATIONS OF
MUTUAL IETEREST TO REA BORROWERS AND TRLEPHONE
COMPANIES IN INSTALLING AND MAINTAINING ZQUIFMENT
USED TOR CARRIER TELEFHCNE SERVICE" 48 attached,
dated July 9, 19%7. This doewment provides
installistion drawings 5nd snginsering 1nforgation
thﬁt can bg readily changed when Jugtified without

nacessitating changes in the basic contract,

General Agreement for Joint Use of Wood Polas, HEA
Form D3-210,

This Torm of contract 1is intended to he used in areas

where widespread joint use of facilitfes 1s contemplated

to aghieve eavings fn pols plent costs. This form ofF

et
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contiact provides that:

1.

a,

Bach party may own joint use poles and licanse

the other to maka ettachments thereto,

Each party reserves the right to axclude soy of

ite faclilities from Jolnt use,

Pech party ia reaponsiblé for thelinstallation and
meintegance of its own fagilities cn the Joint

poles. The owner iz to malatain its poles,

The ¢wner will inatall a normal jJoint pole, as
dofined, vhick iz suggested az a 3%-foot, class 6
pole for new construction. If & pole of greater
height and claas than normal is required, tha
adfitional investmen® ig excesg of the cost of

a normal pole 1f paid by the party requiring it.
& shorter or ligﬁtar rele tm n;orm.a,]. may be

installed by mutual agreement vhen suitable for

' épéciric locations.

NOTE: Class & Iz the sﬁ;gaéted atrength for &
noreal pﬁla on the sgaumption that the
qormal pola wiil ¢arTy thﬁ usual single-
phase ?owﬂf circult Plus féu}'fh) telo-

phons wires,

11475
IAFwyﬁ
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Where existing poles rust be replaced to make
+hem sultable for joint uie, the ovner will set
new normel poley mnd assume the cogt of transferring
ita oun facilitiss to tha‘uaw poles. The licenses
will pey the cwner the value in plage of the
replaced polus, plus the ccst of removal less
salvage, as provided in Artic¢le VIII and Appeondix A
of the contresct. IT pulss wore costly than narmal
poles are regquired to meat the licensss's needs, the
11censea will also pay the excets caats- In

additiot, where an exiating pole must be replaced

. to sccommedatsa the licensse's service drop, the

licengea will also pay the ownepr the difference
betwesn the cost of the new pole end » new pole
of the same aiZs 4s the replaced pole, Appendix A

of the contract establishes tablep ¢f costa to

. psrmit ready csleulation of peyments due.

Hhan poles muat be erected betwesn existina polas
to maka B line cuitable for Joint use, they will
ba arectad at the aole expanss of the licensee but
vill ha tha prnperty or tha owner. Rach party will

1nstall ita own attachments 1o auch poles.

The licensse will pay 2 standard amrual rental
fos per pole to tha owmer for the privilege of

occeupying Joint poles, Poles uped for the sole




B/ 27/26867

972726967327

MAHANCGER COMSLULTIMG PAGE
Fl'd B2iEl SEegL T

- 1l -
purpcse of providing cléarance betwean the facilities
of the two perties; such as secondariss and sarvizes,
ars not congidered az Jolnt poles and sre not subject
te rental feosg, To simplify agreement on whaithsr a
pale provides clearance or gupport, the rfollowing
interpretation Is suggested. Where (ndividual
sarvices of sither party (secondaries Forr the REA
borrower and gervice wires for the telephone company)
ere involved, single pole crosaover atfachments shall
be troated as clearance sttachments under the pro-
visions of Articla VIIT without regard to any support
vhich may be supplied by the oressing pole. The term
"service wires" for tho telephcne company mesns 2
eozvice 10 a single subseriher which may consist of

eithor inculatad or cpen wire oooduciors,

The foog suggested in Appendix B of the contract are
desipgned to roflect and share the savings in cost

realized by joilnt use of poles. The feen are based
Su aversge cogts per mile of separats and joint pols

lines in verious sections of the cowntry and meke

allowande for nogts to the owner and licenses of

nodifying axistling line to sllow Jolnt use, &s
wall as making alloweace for extra costs to the
liconsee of making arrangementa tc occupy Joint

polsea.

13/7°58
ugﬁs
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The rental [aes peyabls by REA Dorrowers to
talephone ccompanies are higher than those they
raseive becauss rural telsphons eyatelis ardi-
narily employ smaller poles than powver lines and
incur p larger incremse in cost then powver systenms
in supplying poles suitable for rural Joint use,
The rental fess may be adjusted by mutual agree-
ment at aeny time after 7 years from the signing
of the contract and at subeequent intervels of

net less than S years.

Tha first page of Appendix B 1s seLf-explénatOry

in its desoription of the basic Pf!:nuiples folloved
in arriving at the rental paymeuts suggested in
Appendix B. Whils the telephons cost flgures
emmlo#ed vore tﬁnae uppropriafe to Bell Syatenm
Corpanien, the same yrinciples ¢an he ueed for

determining squitable rental paymenﬁs for jeint

. uge with any telaphone ccmpaby.

1llustrate the mothod utilized iz arriving at the
. . b

suggested paymente in Appaﬁdix B:

T s i e o ——— = ———
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Semple Calgulationz af Telephone Company Rentsl Payment toc FEA Dorrawer

i Separate rural talephone pole lime (Nute 1) 5350 per mile
! Sepnrnte rural power pole line (Nate 1) 5450 per miln| -
e e
; Sum of separate sole line costs $800 per mile|
} Powet System owned pole line auitable for Joint use s 3540 per ml.le; .
! Added Trlephone Campany ootts on joint Line (Nota 23 3100 per mile| !
Added Powar System comts oh [oint line (Nots 3y $ 10 per mite?
Totel . " 4650 per mile;
I Total Sevinga tn bath organizations 3800 . 5650 $150 per milel
.
! Telepbone Company's thare of savings based on
respective cost of separate llnan: -éng or 44% (Note 4) 3 &0 per m“'e}
_ i
Azssumed annual charge (Note 5) 10% !
Anrvel charge saved :
Tel. Rent by Tel. Co. threugh Talwphone Come Tatsl savinga h
par mlle Equaly not Maving to ouild Laas psny’'s share ol sanral ebarges

|
a aepiracs line : !
I

Tal. Rent

per nile Bausls ~ ' 10% af ($3$0.100) Leer s of 1% o1 £180
' C :
:::.m?::' Enusls $25. 00 Lena §5,40  Rausle $19.40

1

At M polex per mila, the rental paymape j» !lg;ig Paysle approximetaly $1.30 per pole. '




G/ 27/20BT  BA:6Y

T —

Note 1:

Note 2t
(1)
(2)
(3)

| ()

Note 3
Note &;

Note 5:

Note 5
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Per mile costa are thoas of bare poles in place, inmcluding

right-of-vay, clearing, engineering and overhead in addition
to direct dugtallstlion laboyr and material cogts. Such costs

will be mutually agreed upon when Joint use contract ia
axecuted.

Ineludaa gush factors asi

Allovance for Telephone Company's share of asgts for additional,
poles (if required) for Telsphone Company's bansfit

Allowance for #dditional cast of stringing telephons wire
undey enaygized pover clroults ' :

Additiounl protectien features (99A end 104a protectors) on
telephone circuite ‘

Allowence for enginesring and eurvey costs.

Includes only ttem (2) of Note 7.

An avernge valua cf U5% was wsed in tha ggreement form.

No epeciflo annusl charge is Iixsd in the egreement. In
the negotiations with the Bell Eystem, & range of anmual
charged was considersd ag well as the appropriatsress of 4
differential betwveen the annual charges that epply to
telephone company and KEA borrower cperstions, Howevar,
the use of 10% resulta in rentals approximately equivelent

to those in the agreed wpon tahkls in Appendix B of the
centract form,

Includea only item (3) of Note 2

1
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Sample Caleulations of FEA Borrower Rentsl Payment to Telephone Compeny,

Separate rursl telechone pole 1ine
Separate rural power pole line

Sum of sepsrets pole line costs

Telephone Company temed pole line =uitable for joint use
Added Telephone Company coata on joint line (Note 6)
Added Powet Syatem coata on joint line (Note 7)

Tots)

Tatal Savings to both organizations 3800 . 3550

Fower System shars of savings besed on
reapective cost aof separste |inas: %%ég ge 36% (Note 8)

Asnumed snnual charge (Note $)

Annus) chirgs saved by

Powsr Sysvem Powsr dyrtem theough

Rent per mils Equals not heving te bBuild a Lot
srparete line

Poway Syatam 1 10% of (IiSb-ﬁQ L

Rent per mfle Equals ° ? o

P, s

$27. 80

Power Sys-

tem'y ghare

s8%

18.40

af

Hauels

3350 per mite
$450 per mils

$800 per mils
$540 per mlle

3 20 per mile
3 90 pear mile

3650 per mile

3180 per mile

$ 84 per mile

1%

Terel anvingy in
snnual chargas

10% of %150

127.60

At 14 poles per mile, the rental payment la Sy3— fqusls spproximately 52,00 per polr.

'
'
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Includes such factors as:

(1) Allevance for additional cogt of placing facilities
gver telaphone wires
(2) Attachments on mdditional poles

(3) Allowance for engineering and survey costa.

An aversge value of 5% was uged la the agreement form.

9, The contract térm is 25 ysars and theraafter until

terminated by 3 years' notice by either party.

Apvlication -~ Permit for Joint Use of Poles, REA Foru
D3-211.

This form or. contract was daveloped for use where widespread
joint use of poles is not contemplated., Tt will Lind use in
such caseg ag the elimination of structursl difficulties that
may erise at crossing points or yheﬁ comyan acsupancy of a

few poles on one gide of & ﬁighway is necesaary. IIt is also

& conventent mesns of re¢erding those poles that are in joint

wes, This farm of contract provides that:

1. The licensges shall reimburse the owner for any work

negessary 0 mike poles sq:tablb for joint oceupancy.

2. A nominal fe;e ef $1.00 per pole is established as the

ennual reatal. No d:fferential in rental fees pagable

18725
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by telephone companies and REA borrowers is
warrantad here since the ownar is reimbursed

at the outeet for any extra ecszts.

3. No reatal fee 1s payeble for clearancs attachments

of servige drops of either party.

4, The cwoer may revoke the attachwsnt persit om
60 days' motize and the licanges may terminats

the permit on 3O days' motice.

VII. Procedure for Exeputing Contrnste

The contract Foyms for Power Line Carriler Facilities,

Form D8-209, and for Joint Use of Wocd Polss, Form [§-210, provide

for approval by the Administrator of FRA. In eccordence with the I

ususl procedures, threa copiles of a contract gigned by the partics
thereto should be forwerdsd to the Engineering Diviaien of REA.

Two approved coples will be returned to the borrowey, ona for the
borrover's files and‘one for the teleaphone compaty. I8 an officer
othep than the Fresident op Viae~Prusiﬁznt of 8 teleﬁhona company
8igns the contract, evidence of the officer's nuthnriz;tion to eBlga
on behalf of .the company cshoeuld be attached unless othepwise filad i
with REA.

The form of Applicaticn-Parmit for Joint Use of Speclfic Poles, %
Form D5-211, does oot call ror-aﬁhmission to RBA for approval amd willi

be gubJect only to review in the fileld by the Fnginasring Diviasien. !
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Undsr the contracts [or Power Lina Carrier Faailitiss,
Form DS.209, and for Joint Use of Wood Poles, Form DS~210, e
spacific requeat and authorization must bé made each time it 19
desired to mele attechments to poles and wires. The REA
Worrower and telephoge company should establiah prosedurss

cemplementary to the conptrects for esisblishing working

relationahips.
VIlY, Conatruetion Standards

Auy type of joint use of polas should conform to the
requirements of the Nsticnal Blactrical Safaty Cods excapt ms the

raquirements of local autherity may be more stringent.

1. For power line cerrier inatsllations, installation
dravings and other engineering Iinformation are supplied
in the atisched document dated July 9, 1847, mod entitled
"Considerations of Mutual Interest to FEA Borrowers and
Telaphone CoNpanies in Inetallin; and Meaintaining Bauip-

went Used Por Carrier Telephons Sorvice."

2, For joint uss of poles, suggested standards dased on
the National Electrical Safaty Coda‘arﬂ contalnnd in
E.E.T. Publication No. M12, "Joint Pole Practlces for
Supply and Commuaication Cirgults” agd Part % thereo!

entitled “Special Comsideraticns for Iong Spen Joint

. »
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for accounting purpeses in accordance with the
Manual of Work Order Prosadure and Related
Itatruotions, Thus, if & pole is removed and
replaced, a retiremsnt and construction work
order should he prepared and cost recorded in
the appropriate work la prograss account iz
the usual manner. Amounts to ba recelved from
the telephune companies in accordmnce with the
tarms of the contracts are o Be besed on the
costs as agresd upon in the contrmcts and will
not, therafcre, be the same gusts ss reflected on
construction and retirement work orders. Any
paynents received frum the telephons eompanies
in connection with plaet changes should be
eredited to Accom;.n‘h 14k, Retirement Work in
Progress. If the amount receivad ls more than

auffieient to cover sny balance in this sccount

. bsonuse o such chargss, the diffepence should

‘ba dedbited to Account 144 and credited ta

" Acocount 26%,1/393, Donationa in Aid of

Constructicn,

B, Accounting for Rovepues and Expenses

1. Telephons Compaxy Rental Peyments.

Revenuss 1o be received from the telsphone

company for pole rentals should be credited

21/25 .
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Use."” These are availebls fron Bell System companies and
from the Edison Electric Instituta,'hao Lexington Avenue,

New York 17, N. ¥., at a price of $1.23.

IX. EBilling and Accounting

Exhibit B of the agreement form for Power Line Carrier
b Facilltles, EEA Forn D3-209, and Appendix A of the sgreement form i
| for Joint Use of Wood Poles, REA TForm DS-210, are designed to 1
glmplify and axpedite ihe billing procedures for amounts that may i

i be dus the cowner from the licenaece for work done to make facilities i

f sultahle for Jolnt use. Any cost figuwres or valuee that ore left
’ - blank in the sample forme should be supplied from locally

l aprlicable dsta. Thuz, the billling for work to be dene in

E modifying axisting lites can be predetermined and differences

‘ of opinicn with respsct to the charges ip individual cases cin he
pinimized. On the average, billings should approximate actual

co9ts even though indlvidual casea may show wide differences,

Tha internal accounting of HEA borrowers aeed not be

complicated by the billing procedures esteblished under the joint

j usd contracts and should be undertaken {n the usual mennar to

reflact aotual 2o9ste A& closely as is warranted,

All changes in gplze or lecatien of poles

l A, Acoounting for Changes in Piant
{
} owned by REA cocperatives should be handled



MAHANGER COMSLILTING PAGE  23/0%
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-1 -
ta Aceount £10, Rent Prom Elesctric Property
and charged to Ageount 12%,2, Other Accounta
Recaivahie. The contract provisiong dealing
with rental payments regquire that a complete
rscord be kgpt of el] poles of aither party
which are in joint use; that any pgntels to
®a billed shell be cn a yeurly.hasis sacording
o the Rmumbar of Joint poles inm use on the duy
preceding the specified billing date. The rent
per pole will be in accordange with the contract
appendices. Peyments by borrowers for itaxes and
agseasmenta on their own property should oormally

be charged to mppropriate tax agpense.

2. Installation and Maintenapce Work for Te lephone
Companies.
All revenues and expenses inovolved in Installation,
repalr or maintenance of the telephone company's
attachménﬁa to poles, or for other work done for
lthe telephona'company oo a2 relmbursable basia
a6 provided for in the contracts, should e
included in appropriate separate subaccounts of
520.1 and 520.2. Charges %o talephone companies
for maintenance service should be dsbived to
Acoount 125.2, Other Accounts Receivabls, vhen .

the eresdit to Account 520.1 g recorded. l
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3. Ena;-gr Sales,

Amounts to be received from tha telaphons copany
for eloctric enersy consumed in comnection With
carrier service should be ecredited to Account 608,
Uther Elsctric Servive, and charged to Account

12%.2, Qthey Accounts Receivabla,

Paywents Lo Telephone Companies.

Peymeute t0 a telephone company for rental of its
poléa or for ite plant changes pecessitated because
cf the Joint uge agreement are tu he charged to the
E.pp;.'apriatﬂ reat expense account, nmly, 776, Reuts,
Paymants to talephnns compéniés for tree tirimming and
other normal cperiting or maimtsmancs work doune by
them for a borrower should be charged to appropriate

| axpense accounts,

Ea Eital Grﬂdit

‘ Any raw::msa r-acsivo& .88 pole renteln or for slectric

TR T NEEART N

- anargy 1@9395 i.n camction with -:arr:.er aarv’ica
ahou].d fot ‘be included ia the 'ba_ae ror patmnage
capltai'diatribution.
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Attachment VMM-3

BEFCORE
THE PUBLIC UTILITTES COMMISSION OF CHIO

AT&T OHIO, : CASE NO. 06-1509-EL-CSS
Complainant, :

V.

THE DAYTON POWER AND LIGHT

COMPANY, :
Respondent.

THE DAYTON POWER AND LIGHT COMPANY'S SECOND
SUPPLEMENTAL OBJECTIONS AND RESPONSES TO
AT&T OHIO'S FIFTH SET OF DATA REQUESTS

Pursuant to Ohioc Admin. Code §§ 4901-1-19, 4901-1-20 and 4901-1-22, The
Dayton Power and Light Company ("DP&L"} supplements its objections and responses to

AT&T Ohio's Fifth Set of Data Requests as follows.

GENERAL OBJECTIONS
DP&L incorporates by reference its General Objections to AT&T Ohio's Third

Set of Data Requests.



Attachment YMM-5

DATA REQUESTS

Interrogntories

15. Please provide the current labor and materials costs to install each category of
pole utilized by DP&L., subdivided according to:

a. Height of pole (30-foot, 35-foot, 40-foot, ete.)

b. Class of pole (class 4, class 5, class 6, elc.)
c. Material type (wood, concrete, steel, e1c.)
d. Placement in or not in power (i.e. placement of a new pole where electric

current is not passing through the lines versus replacement of an existing
pole, where electric current is passing through the lines).

RESPONSE: Objection Nos. 2, 3. Subject to all General Objections, DP&L responds:
The plant records are not segregated by size or type of distribution pole. Therefore, the costs of
installing poles cannot be segregated by this asset type. DP&L has a computer program, Work
Estimating System ("WES"), that calculates the cost of labor and materials for installation of
poles for particular jobs. The WES, however, does not produce data in the format that AT&T
Ohio is requesting in this interrogatory. Further, there are numerous subclasses for each type of
pole and each subclass would require a separate calculation; thus, use of the WES to calculate
the costs of labor and materials for each pole utilized by DP&L would be time consuming and
unduly burdensome. Attached is a document containing historical labor and material costs to
install poles, some of which DP&L no longer utilizes, which DP&L prepared while updating
Schedule A. The sources for the costs were the WES and the construction project manager's
input. The document provides labor and material costs, but does not address the difference

between "placement in or not in power."

Witness(es) Responsible: Dona Seger-Lawson; John Kenton



Attachment VMM.5

BEFORE
THE PUBLIC UTILITIES COMMISSION OF QHIO
AT&T OHIO, : CASE NO. 06-1509-EL-CSS
Complainant,

Y.

THE DAYTON POWER AND LIGHT
COMPANY,

Respondent. :

THE DAYTON POWER AND LIGHT COMPANY'S OBJECTIONS AND
RESPONSES TO AT&T OHIO'S FIFTH SET OF DATA REQUESTS

The Dayton Power and Light Company ("DP&L.") hereby objects and responds to

AT&T Ohio's Fifth Set of Data Requests.

GENERAL OBJECTIONS
DP&L incorporates by reference its General Objections to AT&T Ohio's Third

Set of Data Requests.



Attachment VMM-5

20.  Are capital expenditures incurred by DP&L on behalf of entities occupying its
poles (contributions in aid of censtruction, or CIAC), including AT&T, booked to Account 364
{when incurred or at any other time), and if 50, explain whether or not reimbursements of those
expenditures are credited to Account 3647 Describe how and where such expenditures and
reimbursements are accounted for in DP&L’s accounting system.

RESPONSE: Subject to all General Objections, DP&L responds: All expenditures
which are properly capitalizable to Account 364 are first charged to Account 107, Construction
Work In-Progress. Account 107 1s credited for the amount of any associated monies recovered
as CIAC. Upon completion of construction, the remaining net amount is then capitalized under

Account 364

Witness(gs) Responsible: Dona Seger-Lawson

21



ATTACHMENT VMM-6

THE 1996 POLE ATTACHMENT ACT



The 1996 Pole Attachment Act

Section 224 of Title 47, United States Code (1994 & Supp. [V 1998), provides:
§ 224. Pole attachments

{a) Definitions
As used in this section:

(1) The term *utility” means any person who is & local exchange carrier or an
clectric, gas, water, steam, or other public utility, and who owns or controls poles,
ducts, conduits, or rights-of~-way used, in whole or in part, for any wire
communications. Such term does not include any railroad, any person who is
cooperatively organized, or any person owned by the Federal Government or any
State.

(2) The term “Federal Government” means the Government of the United States
or any agency or instrumentality thereof.

(3) The term “State” means any State, territory, or possessian of the United States,
the District of Columbia, or any political subdivision, agency, or instrumentality
thereof.

(4) The term “pole attachment™ means any attachment by a cable television
system or provider of telecommunications service to a pole, duct, conduit, or
right-of-way owned or controlled by a utility.

(5) For purposes of this section, the term *“telecommunications carrier” (as defined
in section 153 of this title} does not include any incumbent local exchange carrier
as defined in section 251(h) of this title.

(b) Authority of Commission to regulate rates, terms, and conditions; enforcement powers;
promulgation of regulations '

(1) Subject to the provisions of subsection (c) of this section, the Commission
shall regulate the rates, terms, and conditions for pole atiachments to provide that
such rates, terms, and conditions are just and reascnable, and shall adopt
procedures necessary and appropriate to hear and resolve complaints concerning
such rates, terms, and conditions. For purposes of enforcing any determinations
resufting from complaint procedures established pursuant to this subsection, the
Commission shall take such action as it deems appropriale and necessary,
including issuing cease and desist orders, as authorized by section 312(b) of this
title.



(2) The Commission shall prescribe by rule regulations to carry out the provisions
of this section.

{c} State regulatory authority over rates, terms, and conditions; preemption; certification;
circumstances constituting State regulation

{1} Nothing in this section shall be construed to apply to, or to give the
Commission jurisdiction with respect to rates, terms, and conditions, or access to
poles, ducts, conduits, and rights-of-way as provided in subsection (f ) of this
section, for pole attachments in any case where such matters are regulated by a
State,

(2) Each State which regulates the rates, terms, and conditions for pole
attachments shall certify to the Commission that—

(A) it regulates such rates, terms, and conditions; and

(B) in so regulating such rates, terms, and conditions, the State has the
authority to consider and does consider the interests of the subscribers of
the services offered via such attachments, as well as the interests of the
consumers of the utility services.

(3) For purposes of this subsection, a State shall not be considered to regulate the
rates, terms, and conditions for pole attachments—

{A) unless the State has issued and made effective rules and regulations
implementing the State’s regulatory authority over pole attachments; and

{B) with respect to any individual matter, unless the State takes final
action on a complaint regarding such matter—

(i) within 180 days after the complaint is filled with the State, or

(ii) within the applicable period prescribed for such final action in
such rules and regulations of the State, if the prescribed period
does not extend beyond 360 days after the filing of such complaint.

{d) Determination of just and reasonable rates; “wsable space™ defined

(1) For purposes of subsection (b) of this section, a rate is just and reasonable if it
assures a utility the recovery of not less than the additional costs of providing pole
attachments, nor more than an amount determined by multiplying the percentage
of the total usable space, or the percentage of the total duct or conduit capacity,
which is occupied by the pole attachment by the sum of the operating expenses
and actual capital costs of the utility attributable to the entire pole, duct, conduit,
or right-of-way.,



(2) As used in this subsection, the term “usable space” means the space above the
minimum grade level which can be used for the attachment of wires, cables, and
associated equipment.

(3) This subsection shall apply to the rate for any pole attachment used by a cable
television system solely to provide cable service. Until the effective date of the
regulations required under subsection {e} of this section, this subsection shall also
apply to the rate for any pole attachment used by a cable system or any
telecommunications carrier (to the extent such carrier is not a party to a pole
attachment agreement) to provide any telecommunications service.

() Regulations governing charges; apportionment of costs of providing space

(1) The Commission shall, no later than 2 years after February 8, 1996, prescribe
regulations in accordance with this subsection to govern the charges for pole
attachments used by telecommunications carriers to provide telecommunications
services, when the parties fail to resolve a dispute over such charges. Such
regulations shall ensure that a utility charges just, reasonable, and
nondiscriminatory rates for pole attachments.

(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.

(3) A utility shall apportion the cost of providing usable space among all entities
according to the percentage of usable space required for each entity.

(4) The regulations required under paragraph (1) shall become effective 5 years
after February 8, 1996. Any increase in the rates for pole attachments that resuit
from the adoption of the regulations required by this subsection shall be phased in
equal annual increments over a period of 5 years beginning on the effective date
of such regulations.

{f ) Nondiscriminatory access

(1) A utility shall provide a cable television system or any telecommunications
carrier with non-discriminatory access to any pole, duct, conduit, or right-of-way
owned or controlled by it.

(2) Notwithstanding paragraph (1), a utility providing electric service may deny a
cable television system or any telecommunications carrier access to its poles,
ducts, conduits, or rights-of-way, on a non-discrimina210a fory' basis where there

' $o in original. Probably should be “nondiscriminatory.”



is insufficient capacity and for reasons of safety, reliability and generally
applicable engincering purposes.

(g) Imputation to costs of pole attachment rate

A utility that engages in the provision of telecommunications services or cable
services shall impute to its costs of providing such services (and charge any
affiliate, subsidiary, or associate company engaged in the provision of such
services) an equal amount to the pole attachment rate for which such company
would be liable under this section.

(h) Modification or alteration of pole, duct, conduit, or right-of-way

Whenever the owner of a pole, duct, conduit, or right of- way intends to modify or
akter such pole, duct, conduit, or right-of-way, the owner shall provide written
notification of such action to any entity that has obtained an attachment to such
conduit or right-of-way so that such entity may have a reasonable opportunity to
add to or modify its existing attachment. Any entity that adds to or modifies its
existing attachment after receiving such notification shall bear a proportionate
share of the costs incurred by the owner in making such pole, duct, conduit, or
right-of-way accessible.

{i) Costs of rearranging or replacing attachment

An entity that obtains an attachment to a pole, conduit, or right-of-way shall not
be required to bear any of the costs of rearranging or replacing its attachment, if
such rearrangement or replacement is required as a result of an additional
attachment or the modification of an existing attachment sought by any other
enlity (including the owner of such pole, duct, conduit, or right-of-way).



Attachment VMM-7

FCC MAXIMUM RATE METHODOLOGY
AND
ASSOCIATED CATV AND TELECOM FORMULAS

Pole Rental Rate Formula Underlying the FCC Maximum Rate Methodology:

PER POLE ATTACHMENT RENTAL RATE

EPC X ACC X SU

Where:

EPC = Owner's Average Historical Embedded "Bare” Pole Cost
ACC = OQOwner's Annual Carrying Charge Percentage for Poles

SU =  User's Allocated Percentage of Space Usage or EPC X ACC *

*EPC X ACC = Owner's annual cost of owning or "carrying"” its average pole




Attachment VMM-7

FCC PESUMPTIONS APPLIED IN RENTAL RATE FORMULAS

EPC Component of Formulas: Pole Owner's Average Capital Cost of its "'Bare" Poles

EPC = (Total Pole Investment - Accumulated Depreciation - Deferred Taxes) less Fixtures %

Total Number of Owner's poles

Distribution Pole Investment:
Poles Included to Derive Cost:

Calculation of "Bare” Pole Cost:

Total amount in Owner's distribution pole line account
All of Owner's distribution poles

(All heights, classes, material types)
15% deleted from ELCO costs to remove fixtures*
5% deleted from ILEC costs to remove fixtures*

ACC Component of Formulas: Owner's Annual Expense Percentage to " Carry” Poles

Sum of 5 Annual Expense Factors:

S/ Component of Formulas:

Poles Included to Derive Space:
Height of Jointly Used Pole:
Unusable Space:

Usable Space:

Allocation of Usable Space:

Safety Separation Space;
Number of Entities on a Pole:

Administration
Taxes
Depreciation
Maintenance
Cost of Capital

Each Pole Occupant's Space Allocation Percentage

35-foot and 40-foot poles only*'

37.5-foot blended joint pole (biend of 35- & 40-foot)*
24 f (6 fi in-ground & 18 ft ground clearance)*

13.5 ft (all remaining space above first attachment)*

1 ft CATV*

I ft Telecom*

3 ft 4 in (ruled usable by ELCO for streetlights, etc.)
3 (rural)*

5 (urban)*

* Note that these FCC presumptions are all rebuttable with actual data.

' Note that while Owner is allowed to include all of its poles to determine its EPC, only the composite 37.5-foot
pole - a blend of 35- and 40-foot poles - is used Lo determine a Licensee's SU. This means that the pole Licensees to
whom these formulas apply are allocated their resulting share not only of the cost Owner's 35- and 40-foot poles, but
also of the cost of all of Owner’s taller poles from which they derive no benefit.



Attachment VMM-7

FCC DETERMINATIONS OF CATV & TELECOM SPACE USAGE COMPONENTS
FOR ALLOCATION OF OWNER'S POLE COST

tsable Space Allocations on a Joint Pole Based on FCC Presumptions:

Non-Urbanized Urbanized
CATV/Telecom 1.Oft 1.0 ft
CATV/Telecom 1.0 ft
CATV/Telecom 1.0t
ILEC? 2.0 ft 2.0 fi
ELCO 10.5 ft 8.5 fi
Total Usable Space 13.5 1 13.5 ft

Resulting Space Usage Factor or SU applicable to Pole Qwner's EPC X ACC:

CATYV Formula

The SU Component of the CATV formula is derived by expressing 2 CATV's 1 fi of allocated
usable space as a percentage of the 13.5 ft of usable space available on the blended 37.5-foot
joint pole, then applying it to Owner's EPC X ACC.

CATVSU 1/13.5 1/13.5
=7.4% =7.4%

Telecom Formula

The SU Component of the Telecom formula is derived by adding Telecom's 1 ft of allocated
usable space to its equal share of 16 ft (2/3 of the pole's unusable 24 i), based on the number of
entities on the pole, and expressing this combined usable/unusable space as a percentage of the
total height of the blended 37.5-foot joint pole, then applying it to Owner's EPC X ACC*

Telecom SU 1+ (16/3) 1+(16/5)
37.5 37.5
=1+5.33 =1+3.2
37.5 37.5
=16.9 % =112 %

* Lnder today's poie usage conditions, this has become the maximum uszbie space that is utilized by ILECs.
¥ Note that under this formula. therefore. a CATV pays 7.4% of both the usable and the unusable space on a pole.
¥ Under the Telecom formula the Pole Owner absorbs the cost of 8 ft of space (the unallocated 1/3 unusable space).
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Attachment VMM-9

BREAKBDOWN OF ITEMS IN FERC ACCOUNTS 593, 364, 365, & 369

Account 593 - Maintenance of overhead lines (Major Only)

This account shall include the cost of labor, materials used and expenses incurred in the maintenance
of overhead distribution line facilities, the book cost of which is includible in Account 364, Poles, Towers and
Fixtures, Acoount 363, Overhead Conductors and Devices, and Account 369, Services:

ITEMS
I Wark of the following character an poles, towers and fixtures:

Installing additional clamps or removing clamps or strain insulators on guys in place.
Moving ling er guy pole in relocation of pole or section of line.

Painting poles, towers, crossarms, or pole ¢xlensions.

Readjusting and changing position of guys or braces.

Realigning and straighiening poles, crossarms, braces, pins, racks, brackets, and other pole
fixtures.

Reconditioning reclaimed pole fixtures.

Relocating crossarms, racks, brackets, and other fixtures on poles.

Repairing pole-supported platform.

Repairs by others o joinily owned poles.

Shaving, cutting rot, or treating poles or crossarms in use or salvaged for reuse.
Stubbing poles already in service,

Supporting conductors. transformers. and other fixtures and transferring them to new
poles during pole replacements.

m. Maintaining pole signs. stencils. tags etc.

¢ on o

—FET T T o

2, Work of the following character on overhead conduciors and devices:

Overhauling and repairing line cutouts, line switches, line breakers, and capacitor installations.
Cleaning insulators and bushings.

Refusing line cutouts.

Repairing line out circuit breakers and associated relays and control wiring.

Repairing grounds.

Resagging. retying, or rearranging position or spacing of conductors.

Standing by phones, going to calls. cutting faulty lines clear, or similar activitics at times
of emergency.

Sampling, testing. changing, purifying, and replenishing insulating oil.

Transferring loads, switching, and reconnecting circuits and equipment for maintenance
purposes,

Repairing line testing equipment.

Trimming trees and clearing brush.

Chemical treatment of right of way area when occurring subsequent to construction of line.

R an o

= o

bl ol

3. Work of the following character on overhead services:

Moving position of service either on pole or on customers’ premises.
Pulling slack in service wire,

Retying service wire,

Refastening or tightening service brac.

anop



Attachment VMM-9, Contd.

Account 364 - Poles, Towers and Fixtures

This accauni shall include the cost installed of poles, towers, and appurtenant fixtures used for supporting
overhead distribution conduclors and service wires:

ITEMS

Pales, wood. sleel, concrete or other malerial.

Pole steps and ladders.

Towers.

Transformer racks and platforms.

Racks complete with insulators,

Insulator pins and suspension bolts,

Anchors, head arm and other guys, including guy guards, guy clamps strain insulajors, pole plates, eic.
Brackets,

Crossarms and braces,

Fxiension arms.

Excavation and backfill. including disposal of gxcess excavated material.
Foundations.

Paving.

Permits for construction,

CGuards.

Railings.

Reinforcing and stubbing,.

Settings.

Shaving, painling. gaining, reofing, stenciling, and tagging.

Lo kLN -

bl

o

t

CENFmED

Account 365 - Overhead Conductors and Devices

This account shall include the cost installed of overhead conductors and devices used for distribution
PUFPOSCs:

ITEMS

Circuit breakers.

1.

2. Conductors, including insulated and bare wires and cables.

3. Ground wires, clamps. etc.

4, [nsulators, including pin, suspension and other types, and tie wire or clamps.
5. Lightning arresters.

6. Railroad and highway crossing guards.

7. Splices.

8. Switches.

9. Other tine devices.

10. Tree trimming, initial cost including the cost of permits therefor.

Nate: The cast of conductors wsed solely for street lighting or signal systems shall not be included in this account
but in Accawnt 373, Streef Lighting and Signal Systems.



Attachment YMM-9, Contd.

Account 369 - Services

This account shall include the cost installed of overhead and underground conductors leading from 2
point where wires leave the last pole of the overhead system or the distribution bax or manhole, ar the top of the
pole of the distribution line, to the point of connection with the customer's outlet or wirtng. Conduit used for
underground service conductors shall be included herein.

ITEMS

Brackets.

Cables and wires,

Conduit.

Insulatars,

Municipal inspection

Cverhead to underground, including conduit or standpipe and conductor from last splice on pole 1o
connection with customer's wiring.

Pavement dislurbed, including cutting and replacing pavement, pavement base, and sidewalks.
Permits.

9. Protection of street openings.

10, Service swilch.

1. Suspension wire.

O e U R e

%0



SSE10-1dQ UShon 5110140 woig,

dN dN dN 1 $5¢]9 100J-08
dN dN dN | S5€]2 “100}-/
dN dN dN g SSE]2 1005-6/
dN dN dN 1 SSB[2 100J-pL
dN dN dN T SSBII 100)-0L
dN dN dN 1 SSEJ0 100J-¢9
dN dN PIPIADI] JON T SSB[2 100J-69
dN dN ] SSB[2 100J-09
papiAcld 10N PapIADIJ 10N T SSB[2 100)-09

T 5580 100)-5¢

C SSB|2 100]-0¢

¥ SSBI2 100J-0¢

T sse]d 100)-Ct

¥ sse]2> 100)-cF

Z SSE2 100J-0¢

¥ SSEP ‘100)-(F

T SSB[ 100}-5¢

G SSB|D ‘100)-G¢

 SSE[D 00J-0f

10)2R1110)y TRdAQ I0pdeaiume)) T®dd
Aq 1U3WAdEL] JO 150D) Aq JuauwadEld JO 1500) Aq JuaUIddElJ JO 150D Aq 1uawadelg Jo 150D SSB[D) pUE HSOY
(OVIN) 21q1s5320y yani j -uoN (DV.L) 3[qissary yonI | Aq adA] ajed

(€007 ‘¢ usr) Sunsrj Atemwng ajewnsy js0) ende) vonnquusig
Aurdwo)) JYs1] » Jamog uoyjieg

J11d0d
O1-IWINA YuWENyY




Attachment VMM-11

VALUES OF DP&L POLES IN JOINT USE WITH AT&T: 2002*

Pole Average
Pole Value #of Value of
Sizes n$ Poles Poles

15
20
25
30
35
40
45
50
55
60
&5
70
75
80
85
80
25
100
110

Average valus of poles based on standard 35' and 40 poles only:
35'

40'

Average value of poles, including an allowance for inflation at CPl and at flat 3%**

CPi change 3% change
to 2003 to 2003
2.28% 3.00%

Average Value

* Data reproduced from DPL 00461 to DFL 00488
** Average Inflation Rate of 3% was proposed by DP&L (see DPL-01398)

PUBLIC



Attachment VIIM-12
INCREASES IN DP&L / AT&T POLE RENTAL RATES:
HISTORICAL AND PROPOSED

Rate per Pole

Implementad Contractual
Year Rate Rate
1930 2.00 2.00
1842 2.00 1.00
1685 3.50 1.75
2003 45.00__ 45.00

(Propased)

Average Annyal |

1830 and 1942 0.00% 561%
1830 and 1995 0.86% 0.21%
1942 and 1995 1.06% 1.06%
1995 and 2003 3761% 50.068%

(Proposed)

Total Aggregate Increase Between:

1930 and 1942 0.00% -50.00%

1930 and 1985 75.00% -12.50%

1842 and 1985 75.00% 75.00%

1885 and 2003 1185.71% 2471.43%
{Proposed)

Projected Pole Rental Rate, including an allowance for inflation at CPl and at flat 3%*

CPl change 3% change

to 2003 to 2003
2.38% 3.00%
1895 Pole Rental Rate $3.50 422 $4.43
(8 years) (B years)

* Average Inflation Rate of 3% was proposed by DP&L (see DPL-01398)



Attachment VMM-13
PUBLIC

CORRECTION OF PROPOSED DP&L RATE

A: Consistent with the Parties' Pole Line Agreement'

Rationale:  If DP&L invokes the Pole Line Agreement to justify the allocation of 50% of
its pole cost to AT&T, then it must apply the Agreement to develop that cost.

PER POLE RENTAL RATE

EPC X ACC X SU

Corrected DP&L Rate Calculation per Parties’ Pole Line Agreement:

EPC =  Average Cost per Pole of "Providing" Standard 35- and 40-foot poles

ACC = Annual cost percentage for "Maintaining” Standard Poles

SU = AT&1"s Allocated Default Percentage of 50%

EPCXACC = Combined "Average Total Annual Cost per Pole" of "Providing" and

"Maintaining" the "Standard Joint Poles covered by this Agreement”

DP&L's Annual Cost of Providing & Maintaining its Standard Poles per Agreement:

EPC = xxxx’

ACC = 15% (Estimated®)

EPCxACC = Sxxux

SU = 50%

AT&T's Rental Rate Based on Agreement = $xxx X 50% = $xxxt

' Applying the terms of the parties’ Pole Line Agreement, this rate uses the fimited data available to adjust DP&L's
pole cost calculations, in order to correct its proposed rate. In fact. the default clause's reciprocal rate should be a
blended rate that includes AT&T's peles.
? Sce Attachment YMM-11, Values of DP&L Poles in Joint Use with AT&T: 2002,
? This is an estimate. and is higher than would have produced the parties' rate of $3.50 in 1995, Actual ACC as
calculated by the parties in relation te the "maintaining” of poles is not known.
* Soe Attachment VMM-12, Increases in DP&L / AT&T Pole Rental Rates: Historical and Proposed, which
projects that the parties' 2003 rate should be either $4.22 {applying CP1) or $4.43 (applying DP&L sanctioned 3%
ratc of increase),
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FUBLIC

B: Consistent with the FCC Methodology”

Rationale:  If DP&L is invoking the FCC methodology to develop its pole cost, then it
must apply the methodology to develop the parties' comparative space usage.

PER POLE RENTAL RATE

EPC X ACC X SU

Correcled DP&L Rate Caleulation Per FCC Methodology:

EPC = DP&L's Capital "Bare" Pole Cost - all heights, classes and materials
ACC = DP&L's Annual Charge for Poles :

SU = Based on the CATYV or Telecom Formula

EPCXACC = DP&L's Fully Allocated Annual Cost of an average pole

DP&L's Fully Allocated Annual Carrying Cost Based on FCC Methodology:®

EPC = $160.817

ACC = 47,018%"

EPCx ACC = $ 75.61

Sui = 11.1%

SU2 = 15.4%

AT&T's Rental Rate based on SU1 =$7561X11.1% =% 8.39
AT&T's Rural Rental based on SU/2: =$7561X154% =%11.64

{See next page for development of space usage percentages, SU)

* Applying the FCC Methodology with respect 1o space usage, this rate adjusts DP&L's erroneous allocation of 50%
o AT&T, SU of the rate formula, in order 1o correct the rate DP&L has proposed to AT&T. The same calculations
have 1o be performed 10 develop AT&T's rate for DP&L's use of its poles.

® Please refer to DPL 01398 for DP&L calculations for the costs reproduced here (without application of the FCC
fixtures factor, and lo DPL 04193 and 04194 for different revised calculations since provided by DP&L (both with
and without the FCC fixtures factor}.

7 This calculation accepts DP&L's calculation of a bare pole pursuant to the FCC methodology. However, the FCC
presumption of 15% for fixtures should be corrected to 15.5% if this is an actual known DP&L percentage: see
DP&IL cost estimate data in DP&L 01155 through DPL (1355, the documents underlying Attachment VMM-10,

¥ Phis calculation utilizes DP&L's annual charge based on its actual known rate of return, as the FCC provides.
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PUBLIC

FCC DETERMINATIONS OF AT&T & DP&L SPACE USAGE COMPONENTS
FOR ALLOCATION OF OWNER'S POLE COST

Usable Space Allocations on a Joint Pole Based on FCC Presumptions:

Non-Urbanized Urbanized
CATV/Telecom 1.0 fi 1.0 ft
CATV/Telecom 1.0 ft
CATV/Telecom 1.0 ft
AT&ET’ 2.0 ft 2.0 ft
DP&L 10.5 fi 8.5 f
Total Usable Space 1351 13.5 ft

Resulting AT&T Space Usage Factor or SU applicable to DP&L's EPCX ACC(A X B):

AT&T SUI Pursuant to CATY Formula

The SU Component of the formula is derived by expressing AT&T's 1.5 ft of allocated usable
space as a percentage of the 13.5 fl of usable space available on the blended 37.5-foot joint pole,
then applying it to DP&L's EPC X ACC.

AT&TSU 1.5/13.5 =11.1%

AT&T SU2 Pursuant to Telecom Formula

The SU Component of the formula is derived by adding AT&T's 1 ft of allocated usable space to
its equal share of 16 ft {2/3 of the pole's unusable 24 ft), based on the number of entities on the
pole, and expressing this combined usable/unusable space as a percentage of the total height of
the blended 37.5-foot joint pole, then applying it to DP&L's EPC X ACC,

AT&T SU 1+ (16/3) o 2+(16/3)
37.5 37.5
=1+858.33 =2+32
37.5 37.5
=16.9 % =139 %
Weighted AT&T SU = 15.4%

® Under today's pole usage conditions, this has become the maximum usable space that is utilized by AT&T.



