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P.L.1991, CHAPTER 428, approoed January 17, 1992 
;1', Senate Committee Substitute for 
.~ 

1991 Senate No. 3617	 1 
,l 
'I:.1 AN ACT concerning 'the regulation of telecommunications	 ,", 

2' carriers and supplementing c~apter 2 of Title 48 of the Revised	 
" . 

'"I'3 Statutes.	 ., 
" 

4 
,5 BE IT ENACTED by the Senate and General Assembly oj the 

6 State oj New Jersey: 
7 1. a. The Legislature finds and declares that it is the policy of
 
8 the State to':
 

9 (1) . Maintain universal telecom~ications service at
 
10 affordable ra tes; 
11 (2) ,Ensure that customers pay only reasonable charges for 
12 loc~exchange telecommunications services, which shall be 
13 available on anon-dlscriminatory basis.; 
14 (3) Ensure that rates for noncompetitive telecommunications 
15 services do not subsidize the competitive ventures of providers of 
16 , telecommunications service; 
17 (4) , Provide diversity in the supply of telecommunications 
18 services arid products in telecommunications markets throughout 
19 , the State; 
20 (5)J?:13fJ;QiLt~~ bc>!ird the authority to oapprove alternative 
21 ' forms of regulation in order to address changes in technology and 
22 the structure of the telecommunications industry; to modify the 
23 regulation of competitive services; and to promote economic 
24 development. 
25 b. The Legislature further finds and declares that: 
26, (1) In a coinpetitive marketplace, traditional utility regulation 
27 is, not necessary to .protect· the public interest and that 
28 competition will promote efficiency, reduce regula tory delay,' and 
29 foster productivity and innovation. 
30 (2) Whether measured by the number of interexchange 
31 companies operating in New Jersey, the variety and number of 
32 servicesandlo'r competitive alternatives, or barriers to entry, the
 
33 interexchange telecommunications marketplace in New Jersey is
 

, 34	 sufficiently competitive to relieve interexchange 
35 telecommunications carriers from traditional utility regulation. 
36 (3) Permitting the competitive interexchange 
37 telecommunications marketplace to operate without traditional 
38 utility regulation will produce a wider selection of services at 
39' competitive market-based prices. 
40 (4) The board has ,found the interexchange telecommunications 
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1 market place suffidently competitiv~ to relieve interexchange
 
2 carriers from traditionall.'Hlity regulation but found it lacked the
 
3 authority~o eliminate unnecessary regulatory constraints under
 
4 the existing public utility statute.
 
5 (5)' It is in the public interest to relieve interexchange
 
6 telecommunications carriers from traditional utility regulation.
 
7 2'. As used in this act:
 
8 "Alternative {onn of regulation" means a fonn of regulation of
 
9 telecommunications services other than traditional rate base.
 

10 rate of return regulation to be detennined by the board and may 
11 include, but not be limited to, the use of an index, fonnula, price 
12 caps, or zone of rate freedom. 
13 "Assess" means, in relation to the Director of the Division of 
14 , Rate Counsel. the making of any assessment or statement of the' 
15 compensation and expense of counsel, experts and assistants 
16 employed by rate counsel' and billed by the Director of the 
17 Division of Rate CounSel as afiIial agency ()rder or detennination ," 

18 '. to a " local "exchange telecommunicatiQ!!.5 company or an 
19 interexchange telecommunications carrier 1ning a petition with 
20 the ·Board of Regulatory Commissioners pursuant to the 
21 provisions of this act. 
22 "Board" means the Board of Regulatory Commissioners' or its 
23 , predecessor agency. 
24 "'Competitive' service" means any telecommunications service 

, ' 

25 determined by the board to be competitive prior to the effective 
26 'date of this' act or, detennined to be competitive pursuant to 
27 ' sections 4 or 5 of this act, or any telecommunications serVice not 
28 regulated by the board. 
29 '. "Interexchange telecommWlications carrier" means a carrier, 
30 other than.a' local exchange telecommunications company, 
31 authorized by the board to provide long-distance 
32 telecommOriications services. '" 
33 "LATA Ii means 'Local Access Transport Area as defined by the 
34 board in cqnforrfiance with applicable federal law. 
35 n Local exchange .telecommunications company" means· a 
36 carrier ,authoriied by the board to prov,ide local 
37 telecommunications services. 
38 "Protected telephone services" means any of the following 
39 telecommunications services provided by a local exchange 
40 telecommunications company, unless the, board detennines, after 
41 notice and heating, that any of these services is competitive or 
42 sh()uld no 'longer be a protected telephone service: 
43 telecommunications services provided to businesS or residential
 
44 customers for the purpose of completing local calls; touch-tone
 
45 service or similar service; access services other than those
 

.46 Services that the board has previously found to be competitive; 
47 toll service provided by a local exchange telecommunications I'

l. 

I··· . 
48 company; and the ordering, installation and restoration of these
 
49 services.
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\ 
~1 "Rate counsel" means the Division of Rate Counsel in the !
 

2 Department or the Public Advocate acting pursuant to section 19
 
3 of P.L.1914, c~1 (C.52:27E-1B).
 
4 "Telecommunications s~~i~ell meCll]~La.ny__telecommWlications
 
5 service which is subject to regulation by the board pursuant to
 
6 Title 48 of the Revised Statutes.
 
1 3. a. A local exchange telecommWlications company may
 
8 petition: the board to be regulated Wlder an alternative fonn of
 
9 · regulation. 'The company shall submit its plan for an alternative
 

10 form of regulation with its petition.' The company shall also file
 
11 its petition and plan. concurrently with the Director of the
 
12 Division of Rate Counsel. The board shall review the plan and
 
13 may approve the plan, or approve with modifications, if it finds,
 
14 after notice and hearing, that the plan:
 
15 (1) ,will ensure the affordability of protected telephone
 
16 services; I.. :
 
11 (2) .. will pro~uce just and reasonable rates for ~
,
18 telecommunications services;
 
19 (3) will not Wlduly or unreasonably prejudice or disadvantage I
 
20 a customer class or providers of competitive se~es; ;
 

~.. 
21 (4) will reduce regulatory delay and costs; 
22 . (5) is in the public interest; .
 
23 (6) . will enhance economic development in the State while
 
24 maintaining affordable rates; .,
, 
25 '(1) contains a comprehensive program of service quali ty ." .' 
26 standards, with procedures for board monitoring and review; and 
21 (8) specifically identifies the benefits to be derived from the 
28 . alteJ:Ilativ~ form of re8\llation. 
29 b. Notwithstanding the provisions of R.S.48:2-18, R.S.48:2-21, 
30 R.S.48:3-1..1 and section 31 of P.L.1962, c.198 (C.48:2-21.2) or 
3'1 • any other law to the contrary, in determining just and reasonable 
~2 rates, the bOard. may authorize a local exchange 
33 · telecommunications cOillpany to set rates based on an 3Itemative 
34 form of regulation pursuant to a plan' approved WIder subsection 
35 . a. of this section. 
36 c. No local exchange telecommunications company may use 
31 revenues earned or expenses incurred in conjWlction wi th 
38 noncompetitive services. to subsidize competitive services. 
39 d, The board shall have the power to require an independent 
40 audit or such accounting and reporting systems from local 
41 exchange telecommunications companies as are necessary to 
42 allow a proper allocation of investments, costs or expenses for all 
43 telecommunications serviCes, competitive or noncompetitive, 
44 subject to the jurisdiction of the board. 
45 4. a. Notwithstanding the provisions of R.S.48:2-18,
 
46 R.S.48:2-21, section 31 of P.L.1962, c.198 (C.48:2-21.2),
 
41 R;S.48:3-1, or any other law to the contrary, the board shall not
 
48 regulate; fix or prescribe the rates, tolls, charges, rate
 
49 structures, terms and conditions of service, rate base, rate of
 

. 

..··1: 
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return, and cost of service, of competitive .services.- The board 
2 

1 

may require the local exchange tele'c~mmunications company or 
3 ,interexchange telecoinmunic~t!Q~ !:aJ·.ri~rJl) rne and maintain 
4 tariffs for competitive telecommunications se,rvices.
 
5
 b. ' The board is authorized to determine, after notice and 
6 hearing, whether a telecommunications service is a competitive 
7 service. [n making such a determination, the bOard shall develop 
8 standards of competitive service which, at, a minimum,' shall 
9, inClude evidence of ease of market entry; presence of other 

10 competitors; and the availability of like or substitute services in 
f	 11 the relevant 'geographic area. 

12' c. The .board may determine, by rule, order, or in accordance 
13 , with the proviSions of a :plan filed pursuant to SUbsection a. of 
14 section 3 of this' act, what reports are necessary to monitor the 
15 competitiveness of any telecommunications service. 
16 d. ',The board shall' have the authority to reclassify any 
17 telecommunications service that it has previously' found to be, 
18 competitive' if, 'after notice and, hearing, if determines that 

'19 ' sufficient, competition is no longer present, upon application of 
20 the criteriaset forth in subsection b. of this section. Upon such a 
21 redassifica tion, subsection a. of this section ~ n~ longer apply 

, 22 and the board may determine such rates for that 
, 23 "telecommunications service which it, finds to be just, and ' 

24 reasonable. 'The board. however, shall coiltiriueto monitor the 
25 telecommunicaJions service' and, whenever the board shall find 
26 that the telecommuriications service has agarn become 
27 sufficiently competitive pursuant to subsection b. of this section, 
Z8; , the board shall again apply the provisions of subsecliona. of this 

• 29 section. 
,	 , 

30 , ,e. Notwithstanding the provisions of subsection' a; of this 
31 section, ,the following safeguards shall apply to the offering of 
32 any competitive service by a local exchange telecommunications 
33 company:' " , " " 
34 (1) ti:telocal exchange' telecommunications company 1?haU 
35 Jlfl!Jundle each noncompetitive service which is incorpo;ated in 
36 the competitive service and shall make all such noncompeti tive 
37 servicesseparatelyavaHable to any customer under, tariffed 
38 terms and ,conditions, including price, that are identical to those 
3!l used by the' local exchange teleCOmmunications company in 
40 providing its competitive service; 
41 (2) the rate which a local exchange' telecommunications 
42 company charges for a competitive service shall exceed the rates. ..	 . 

43 charged to others for any noncompetitive services used by the 
44 local exchange ,telecommunications company to provide the 
45, competitive service; 

.. ~ ,."46 . (3) tariffs for competitive services filed with the board shall 
47 either be in the public records, or, if the board determines that 
48 the rates are' proprietary, shall be filed under seal and made 
49 avai,lable under the terms of an appropriate protective 
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1 agreement, such as those used in cases before the board;-and 
2 (4) notlling inthis-,act shall limit-ethe authority- of the board,' 
3 pursuant to R.S;48:3~lf to ensure that local exchange 

,4 telecommunications companies do not make or impose unjust 
5 preferences, discriminations, or classifications for 
6 noncompetitive services. " , 
7, 5. a. For purpoSeJi of subsectiona. of section 4 of this act, 
8 , telecommunications services provided by interexchange 
9 ,telecommunications carriers are, deemed to be competitive 

10 services. , 

f 11 'b. Nothing in this act shall affect the board'sauthotity to 
12 determine whether and under what teons and conditions it will 
13 ,peonit interexchange telecommunications' carriers to, offer 
14 intraLATA serviCeswithin theState. 
15 ''c._ The board may est~b1ish service quality ,standards for 
,16 interexchange' telecommunications carriers and nothing in this 
17 act shall limit the authority of the bo~rdto promulgate service 
18 qu3Iity standards for interexchange telecommunications c(!.rriers 
19 or to resolve complaints regarding the quality of intetexchange 
20 telecommunications carrier service. ' 
21 d.,' Nothing in the act 'shall limit the a~rity of the board to 
22 detennine whether- an interexchange telecommunications carrier 
23 should be extended the privilege of operating within this,State. 
24 ,6. Whenever tate counsel represents the public interest 
25 pursuant to its statutoiy alithority in the review of the petition 
26 and plan filed by a local exchange telecommunications company' 
27 or an i~terexchang'e telecommunications carrier w'ith' the boa~d 
28 pursuant to the provisions of this act, the Director of the Division 
29 of Rate Counsel may assess each participating, local exchange 
30 telec~inmuitications company ot interexchange,' carrier for 
31 
32 

reimbursement ,'to the Treasurer of the State of New Jersey 
pursuant to section 2.0 of P.L.1974; c:27' (C.52:17K-19). ! 

i 
33 , 7. Not later thiUltwo years following the effective date of this ! 

34 act, the board ,shall submit a report' to the Governor and the 
.35 ,Legislature reviewing the implementation of the pro\lisions or 
36 this act~ which shall include, but not be limited to, an evaluation 
37 of any alternative fonn of regulation approved by the board, any 
38 plan of such alternative forin of regulation and the sUCcess of the 
39 deregulation of competitive services required and pennitted by 
40 , this act.' In its recommendations, the board may also propose any 
41 legislative or other changes to the Legislature, and, the Governor 
42 which it deems appropriate. 
43 8; This act shall take effect immediately' 
44 
45 
46 COMMUNICATIONS 
47 
48 Revises regulatoiy scheme for telecommunications services. 



SENATE, No. 3617 

STATE OF NEW JERSEY 

INTRODUCED JULY 15, 1991 

By Senator MENENDEZ 

1 AN ACT concerning the regulation of telecommunications 
2 carriers and supplementing chapter 2 of Title 48 of the Revised 
3 Statutes. 
4 

5 BE IT ENACTED by the Senate and General Assembly of the 
6 State of New Jersey: 
7 1. The Legislature finds and declares that the development of 
8 a state-of-the-art telecommunications infrastructure is essential 
9 to attracting businesses, promoting economic development, 

10 expanding educational opportunities, and improving the delivery 
11 of health care services within the State, and the 1911 statutory 
12 scheme which currently governs telecommunications regulation 
13 should be modified to be flexible enough to address changes in 
14 technology which have occurred in the last eighty years, 
15 recognize the need for modified regulation of competitive 
16 services, and permit the implementation of programs of economic 
17 development and rate stabilization free from the constraints and 
18 inefficiencies of rate base, rate of return regulation. 
19 2. As used in this act: 
20 "Basic telephone services" means telecommunications services 
21 provided by a local exchange telephone company to business and 
22 residential customers for the purpose of completing local calls; 
23 the ordering, installation and restoration of those services; access 
24 services other than those which the board has found to be 
25 competitive; touch-tone service; and toll service provided by a 
26 local exchange telephone company, unless the board determines 
27 that any of the above services are competitive. 
28 "Board" means the Board of Public Utilities. 
29 "Competitive service" means any service not regulated by the 
30 board on the effective date of this act; any telecommunications 
31 service already determined by statute or by the board to be 
32 competitive on or before the effective date of this act; services 
33 provided by interexchange telecommunications carriers; and any 
34 other telecommunications service which the board may determine 
35 to be competitive pursuant to section 3 of this act. 
36 "Interexchange telecommunications carrier" means a carrier, 
37 other than a local exchange telephone company, authorized by 
38 the board to provide long distance interexchange 
39 ,telecommunications services. 
40 "Local exchange telephone company" means a public utility 
41 authorized by the board to provide basic telephone services and 
42 other telecommunications services. 
43 "Telecommunications service" means any service provided 
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1 within the State which is subject to regulation by the board 
2 pursuant to Title 48 of the Revised Statutes on the effective date 
3 of this act. 
4 3. a. Notwithstanding the proVIsIons of R.S.48:2-18, 
5 R.S.48:2-21, section 31 of P.L.1962, c.198 (C.48:2-21.2) or any 
6 other law to the contrary, in detennining just and reasonable 
7 rates for telecommunications services, the board shall not be 
8 limited to rate base, rate of return regulation of the rates, rate 
9 structures and tenns and conditions of service when 

10 implementing a plan or program to promote economic 
11 development, recognizing competition, or ensuring the 
12 availability or affordability of telecommunications services of 
13 local exchange telephone companies. 
14 b. Notwithstanding the provisions of R.S.48:2-18, R.S.48:2-21, 
15 section 31 of P.L.1962, c.198 (C.48:2-21.2), R.S.48:3-1 or any 
16 other law to the contrary, the board shall not regulate the rates, 
17 rate structures, tenns and conditions of service, rate base, rate 
18 of return, and cost of service of competitive services. The board 
19 may require the local exchange telephone company or 
20 interexchange telecommunications carrier to file and maintain 
21 tariffs for competitive telecommunications services. 
22 Upon petition of a local exchange telephone company, the 
23 board shall detennine whether any additional telecommunications 
24 services should be classified as competitive. In making such a 
25 detennination, the board shall consider evidence of ease of 
26 market entry and exit; presence of other competitors; and the 
27 availability of like or substitute services. 
28 c. Nothing in this act shall affect the board I s authority to 
29 detennine whether and under what tenns and conditions it will 
30 pennit interexchange telecommunications carriers to offer 
31 intraLATA services within the State. 
32 4. In order to provide appropriate incentives to encourage 
33 economic development and investment in the telecommunications 
34 infrastructure, the board shall have the authority to approve an 
35 economic development program proposed by a local exchange 
36 telephone company which is designed to develop a 
37 state-of-the-art telecommunications infrastructure. Any 
38 economic development program must, at minimum, include: 
39 a. A comprehensive, long-tenn program of infrastructure 
40 development for the local exchange telephone company extending 
41 over a fixed tenn of years. 
42 b. A rate stability plan of the same duration as the 
43 infrastructure development program which shall pennit 
44 fonnula-based rate adjustments but shall not pennit: 
45 (1) any increase in the rates for basic telephone services for 
46 one-half the tenn of the plan; 
47 (2) any increase in the rates for low-use message rate 
48 residence service for the duration of the plan; and 
49 (3) any increase in the rates for programs designed to 
50 facilitate the establishment of telephone service to low or 
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1 limited income households for the duration of the plan. 
2 c. An expedited procedure for making rate adjustments within 
3 60 days of a request for a rate adjustment. 
4 d. Notwithstanding the provisions of subsection b. of this 
5 section, the local exchange telephone company plan may permit 
6 rate adjustments in order to recognize extraordinary events or 
7 exogenous circumstances beyond the control of the local 
8 exchange telephone company, including, but not limited to, tax 
9 and accounting changes, governmental actions and changes in the 

10 board's policy with respect to the provisions of intraLATA 
11 services by interexchange telecommunications carriers. 
12 5. This act shall take effect immediately. 
13 

14 STATEMENT 
15 
16 This bill changes the regulatory scheme under which 
17 telecommunications services are regulated in the State. 
18 The bill provides the Board of Public Utilities with regulatory 
19 flexibility with respect to telecommunications services provided 
20 by local exchange telephone companies. The bill authorizes the 
21 board to determine just and reasonabk rates for 
22 telecommunications services without rate base, rate of return 
23 regulation of the rates, rate structures and terms and conditions 
24 of service when implementing a plan or program to promote 
25 economic development, recognizing competition, or ensuring the 
26 availability or affordability of telecommunications services of 
27 local exchange telephone companies. 
28 In addition, the bill provides that competitive 
29 telecommunications services shall not be subject to regulation 
30 with respect to rates, rate structures, terms and conditions of 
31 service, rate base, rate of return, and cost of service. The bill 
32 defines competitive services as those which are not regulated as 
33 of the effective date of the act, any telecommunications service 
34 determined by statute or by the board to be competitive as of the 
35 effective date of the act and any other telecommunications 
36 service the board may later determine to be competitive. In 
37 determining whether a telecommunications service should be 
38 classified as competitive the board would be required to consider 
39 the ease of market entry and exit; the presence of other 
40 competitors; and the availability of like or substitute services. 
41 Finally, the bill authorizes the board to approve plans proposed 
42 by local exchange telephone companies which provide for 
43 long-term investment in the telecommunications infrastructure 
44 and stabilize the rates for basic and other telecommunications 
45 services which are not subject to competition over a fixed term 
46 of years. 
47 

48 COMMUNICAnONS 
49 
50 Revises regulatory scheme for telecommunications services. 



SENATE TRANSPORTATION AND PUBLIC UTILITIES 
COMMITTEE 

STATEMENT TO 

SENATE COMMITTEE SUBSTITUTE FOR 

SENATE, No. 3617 

STATE OF NEW JERSEY
 

DATED: DECEMBER 19, 1991 

The Senate Transportation and Public Utilities Committee 
favorably reports a Senate Committee Substitute for Senate Bill 
No. 3617. 

This substitute provides that a local exchange 
telecommunications company may petition the Board of 
Regulatory Commissioners to be regulated under an alternative 
form of regulation and submit a plan for such regulation and 
submit a plan for such regulation. In order to be approved, the 
plan must meet certain requirements, such as ensuring the 
affordability of protected telephone services and producing just 
and reasonable rates. The substitute defines alternative form of 
regulation as a form of regulation of telecommunications services 
other than traditional rate base, rate of return regulation to be 
determined by the board and may include, but not be limited to, 
the use of an index, formula, price caps, or zone of ra te 
freedom. The substitute prohibits a local exchange 
telecommunications company from using revenues earned or 
expenses incurred in conjunction with noncompetitive services to 
subsidize compet: tive services. The board is given the power to 
require an independent auditor such accounting and reporting 
systems as are necessary to allow a proper allocation of 
investments, costs or expenses for all telecommunications 
services, compeitive or noncompetitive, subject to the 
jurisdiction of the board. 

The board is empowered to determine, after notice and 
hearing, whether a telecommunications service is a competitive 
service. In making such a determination, the board is to develop 
standards of competitive service. Once a service is determined 
to be competitive, the board shall not regulate its rates, terms 
and conditions of service, rate of return or cost of service. The 
board shall, however, have the authority to moni tor the 
competitiveness of any telecommunications service and to 
reclassify it. Certain safeguards are provided with regard to the 
offering of any competi tive service by a local exchange 
telecommunications company, such those dealing with the 
unbundling of noncornpeti tive services, rates to be charged for 
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competi tive services, the filing of tariffs for competitive 
services, and the authority of the board to ensure that there are 
not imposed any unjust or unreasonable preferences, 
discriminations or classifications for noncompetitive services. 
The bill provides that telecommunications services provided by 
interexchange telecommunications carriers are deemed to be 
competitive services. 

The bill provides for the participation of the Division of Rate 
Counsel in the Department of the Public Advocate in the review 
of petitions or plans filed by local exchange and interexchange 
carriers and for the payment of its expenses. 

The board is authorized to establish service quality standards 
for interexchange carriers. 

Nothing in this substitute bill shall affect the board's authority 
to determine whether and under what conditions it will permit 
interexchange telecommunications carriers to offer intraLATA 
services wi thin the State. 

Finally, the bill provides for the preparation of a report in two 
years by the board on the implementation of the provisions of this 
bill. 
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