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BelSouth Telscommunications, Inc. RECOM s AND
150 South Monsos Strest HEFGHHNG

Talishasese, Flovide 32301
(404) 3350710

Legal Department

September 2, 1008

Mrs. Blanca S. Bayd

Director, Division of Records and Reporting
Florida Public Service Commission

2540 Shumard Oak Boulevard
Tallahassee, FL 32368-0850

Re: muu.mw
Dear Ms. Bayé: |

Enciosed Is an original ana fifteen copies of BellSouth |
Telecommunications, Inc.'s Rebuttal Testimony of Dr. Randall S. Billingsley, Dr.
Robert M. Bowman, D. Daonne Caldwell, G. David Cunningham, Dr. Kevin

Consulting Group, Peter F. Martin and Dr. William E.

Duffy-Deno, Georgetown
Taylor, Mﬂﬂk“puﬁhhupww

A copy of this letter is enclosed. Please mark it to indicate that the
original was filed and return the copy to me. Copies have been served to the
paﬂhﬂmmmmmdm.
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A. M. Lombardo (%
R. G. Beatty
William J. Ellenberg Il (w/o enclosures)

SEP -2 &

DS IREPORTING

{

. /AEPORTING: s - 5 208

WPSEG. scp-2 8

REPORTING £pap.mpcoss:

¥SEP -2 &

-
LY

RECOR0:

éuw A Coalduell = o |
OCUMENT HUMSER - DATEBOCUMENT NUMBE R-DATE erp-ﬂmﬁmT%:-nm

ﬁm.m&mr% "REGOADS/REPORTING oo cocinne /REPORTING ©PEC-RECORDS/

SEP-2 R
ACPARTIN

5T N e R o e



CERTIFICATE OF SERVICE
DOCKET NO. 880696-TP (HBA786)

| HEREBY CERTIFY thet & true and correct copy of the foregeing was
served via Federal Express this 2nd day of September, 1998 to the

foliowing:

Esquire
Charles Beck, Esquire
Office of Public Counsel
c/o The Florida Legislat
111 W. Madison Street, Rm. 812
Tallahassee, Florida 32388-1400
Tel. No. (850) 488-8330
Fax. No. (850) 488-4401

Michael Gross, w +)
Office of the Attorney General
PL-0 1 The Capitol

Tallahassee, Florida 32308-1050
Tel. No. 414-3300

Fax. No. 488-6589

Hand '

107 West Gaines Street
Tallahassee, FL 32301

Tracy Hatch, Esquire (+)
ATET

101 N. Munroe Street, Suite 700
Tallahassee, Florida 32301

Tel. No. (850) 425-6364

Fax. No. (850) 425-6361
Richard D. Melson, Esquire

Hopping, Green, Sams & Smith, P.A.

123 South Caihoun Street
Tallahassee, Florida 32314
Tel. No. (850) 425-2313
Fax. No. (850) 224-8551
Atty. for MCI

Thomas K. Bond

MCI Metro Access Transmission
Services, Inc.

780 Johnson Ferry Road

Suite 700

Atlanta, LA 30342

Tel. Mo, (404) 267-6315

Fex. No. (404) 267-5882

Frnshut M. Post, Jr.
16001 S.W. Market Street
indiantown, FL 34858
Tel. No. (581) 587-3113
Fax. No. (561) 587-2115

Charles Rehwinkel
Sprint-Florida, Inc.

1313 Blair Stone Road,
MC FLTHOO 107
Tallahassee, Florida 32301
Tel. No. (850) 847-0244
Fax. No. (850) 878-0777

Carolyn Marek
VP-Regulatory Affairs

SE. ion

Time r Comm.

2628 Oid Hickory Boulevard
Apl 713

Nashville, TN 37221

Tel. No. (815) 673-1191
Fax, No. (615) 673-1182



Norman H. Horton, Jr., Esquire (+)

Messer, Caparelio & Self P. A,
215 South Monroe Street
Suite 701 !
Tallahassee, Florida 32301
Tel. No. (850) 222-0720

Fax. No. (850) 2244359
Represents e.spirem

David B. Erwin, Esquire
Attorne
127 Riversink Road
Crawfordvilte, Florida 32327
Tel. No. (850) 926-9331
Fax. No. (850) 926-8448
GTC, Frontier,
ITS and TDS

Floyd R. Seif, Esquire

Messer, Caparelio & Self, P.A.

215 South Monrce Street

Suite 701

Tallahassee, FL 32301

Tel. No. (850) 222-0720

Fax. No. (850) 224-4358
WorldCom

Represents

Patrick Wiggins, Esquire
Donna L. Canzano, Esquire (+)
Wiggins & Villacorta

2145 Delta Bivd.

Suite 200

Tallahasses, Florida 32302

Tel. No. (850) 385-8007

Fax. No. (850) 385-68008

Kimberly Caswell, Esquire
GTE Florida Incorporated
201 North Franklin Street
16th Floor

Tampa, Florida 33802

Tel. No. (813) 483-2817
Fax. No. (813) 204-8870

Jefiry J. Wahlen, Esquire
Ausley & McMullen

227 South Calhoun Street
Tallahassee, Florida 32301

Tel. No. (B50) 425-5471 or 5487

‘Fax. No. (850) 222-7560

Represents ALLTEL, NEFTC,
and Vista-United

Tom McCabe

“DS Telecom

107 West Fr-.oklin Street
Quincy, FL 32351

Tel. No, (850) 875-5207

Fax. No. (850) 875-5225

Peter li. Dunbar, Esquire
Barbara D. Auger, Esquire
Pennington, Moore, Wilkinson,
& Dunbar, P. A.

215 South Monroe Street

2nd Floor

Tnallahassee, Florida 32301
Tel. No. (850) 222-3533

Fax. No. (850) 222-2126

Brian Sulmonetti
WaorldCom, Inc.

1515 South Federal Highway
Suite 400

Boca Raton, FL 33432

Tel. No. (561) 750-2640
Fax. No. (561) 7560-2628

Kelly Goodnight

Frontier Communications
180 South Clinton Avenue
Rochester, New York 14646
Tel. No. (716) 777-7783
Fax. No. (716) 325-1355




Laura Gallagher (+)
VP-Regulatory Affairs

Fiorida Cable Telecommunications

Association, Inc.

310 N. Monroe Stree:
Tallahassee, Florida 32301
Tel. No. (850) 681-1880
Fax. No. (850) 681-8676

Mark Ellmer

GTC Ine.

502 Fifth Street

Port St. Joe, Florida 32456
Tel. No. (850) 229-7235
Fax. No. (850) 220-86808

Steven Brown

Intermedia Communications, Inc.
3625 Queen Palm Drive

Tampa, Florida 33818-1309

Tel. No. (813) 828-0011

Fax, No. (813) 820-4823

Harriet Eudy

ALLTEL Florida, Inc.
206 White Avenue

Live Oak, Florida 32080
Tel. No. (804) 384-2517
Fax. No. (804) 364-2474

Lynne G. Brewer

Northeast Florida Telephone Co.
130 North 4th Street
Macclenny, Florida 32063

Tel. No. (804) 2598-0838

Fax. No. (904) 250-7722

James C. Falvey, Esquire
e.spire™ Comm. Inc.

133 National Business Pkwy.
Suite 200

Annapolis Junction, MD_ 20701
Tel No. (301) 361-4288

Fax. No. (301) 3614277

=

Lynn B. Hall

Vista-United Telecomm.
3100 Bonnet Creek Road
Lake Buena Vista, FL 32830
Tel. No. (407) 827-2210

Fax. No. (407) B27-2424

William Cox

Staff Counsel

Flonda Public Sv=. Comm.
2540 Shumard Jak Bivd.
Tallahasses, FL 323989-0850
Tel. No. B50) 413-6204

Fax. No. (850) 413-6250

Suzanne F, Summerlin, Eeq.
1311-B Paul Russell Road
Suite 201

Tallahassee, FL 32301

Tel. No. (B50) 666-2288
Fax. No. (860) 656-5589

Kenneth A. Hoffman, Esq. ( +)
John R. Ellis, Esq.

Rutledge, Ecenia, Underwood,
Purnell & Holfman, P.A.

215 South Monroe Street
Suite 420

Tallahassee, FL 32301-1841
Tel. No. (850) 681-6788

Fax. No. {B50) 6B1-6516

Paul Kouroupas

Michael McRae, Esq.

Teleport Comm. Group, Inc.

2 Lafayette Centre

1133 Twenty-First Street, N.W.
Suite 400

Washington, D.C. 20036

Tel. No. (202) 739-0032

Fax. No. (202) 739-0044




Joseph A. McGlothlin

Vicki Gordon Kaufman

McWhirter, Reeves, McGlothlin,
Davidson, Rief & Bakas, P.A,

117 South Gadsden Street

Tallahassee, FL 32301

Tel. No. (850) 222-2526
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ORIGINAL

BELLSOUTH TELECOMMUNICATIONS, INC.
REBUTTAL TESTIMONY OF G. DAVID CUNNINGHAM
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 9806806-TP
SEPTEMBER 2, 1908

PLEASE STATE YOUR NAME, ADDRESS AND POSITION WiTH
BELLSOUTH TELECOMMUNICATIONS, INC. (HEREINAFTER
REFERRED TO AS "BELLSOUTH" CR "THE COMPANY").

My name is G, David Cunningham :id my business address is 3535
Colonnade Parkway, Birmingham, Alabama 35243. My position is
Director in the Finance Department of BellSouth.

ARE YOU THE SAME G. DAVID CUNNINGHAM WHO FILED DIRECT
TESTIMONY IN THIS DOCKET?

‘es.
WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

The purpose of my testimony in this proceeding is to respond to the
direct testimony of Michael J. Majoros, representing AT&T and MCI,
regarding the economic lives used in BellSouth's calculation of
universal service costs.

DOCUMENT NUMBER -DATE

m@ 2@
s t EPORTING
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PLEASE REVIEW THE LIVES THAT BELLSOUTH USED IN ITS
UNIVERSAL SERVICE COSTS CALCULATIONS.

mmmmmm'-wmmumum-
were provided in Exhibit GDC-1 of my direct testimony. These lives are
supported by BellSouth's 1898 Florida Depreciation Study, which was
attached to my direct testimony as Exhibit GDC-2. These forward-
looking lives sppropriately refiect the impact of rapid technological
changes taking place in the telecommunications industry.

WHAT IS THE BASIS OF THE LIVES THAT MR. MAJOROS
RECOMMENDS FOR UNIVERSAL SERVICE COSTS
CALCULATIONS?

hw.m.mmmmuﬂumﬁm
prescribed by the FCC in 1895 for booking depreciation expense on an
interstate basis be used in universal service costs calculations.

DO YOU AGREE THAT LIVES PRESCRIBED BY THE FCC ARE
APPROPRIATE FOR THIS APPLICATION?

No, | do not. As | stated in my direct testimony In this proceeding, the

IWMMHMFM,MMMW-
sensitive accounts, are much too long. Mr. Majoros states in his

2-
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testimony that the projection lives prescribed by the FCC are forward-
looking. BeliSouth believes that the FCC has not properly assessed
the impact of technological evolution and incregsing competition to
determine appropriate forward-looking lives.

As | stated in my direct testimony, BeliSouth currently establishes its
mMMth_MhFW.uM«

the Florida PSG did establish intrastate deprecietion rates for
BeliSouth, they were considerably more progressive than the FCC in
determination of appropriate asset lives for depreciation purposes. The
Florida PSC historically prescribed Average Remaining Lives, not
*Projection", economic lives as used in BeliSouth's BCPM study.
However, projection lives corresponding to the Average Remaining
Lives last prescribed by the Florida PSC for intrastate depreciation
purposes can be determined, and are shown in Exhibit GDC4.

BeliSouth's Depreciation Study, provided as Exhibit GDC-2 in my direct
testimony, provides detailed analysis to support forward-looking lives
significantly lower than those prescribed by the FCC, particularly for the

ON PAGE 8 OF HIS TESTIMONY, MR. MAJOROS REFERENCES A
STREAMLINED, SIMPLIFIED DEPRECIATION RATE-SETTING
PROCESS DEVELOPED BY THE FCC. HE GOES ON TO SAY

-3
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THAT, WITH THE SIMPLIFIED APPROACH, “THE FCC REAFFIRMED
ITS FORWARD-LOOKING ORIENTATION". WHAT COMMENTS DO
YOU HAVE?

As described in my direct testimony, the streamlined process that the

" FCC set up as part of CC Docket No. 92-206 was intended to reduce

unnecessary regulatory burdens and their associated costs.
Wmmwudtnmmhmmm-.

MR. MAJOROS POINTS TO AN INCREASE IN THE DEPRECIATION
RESERVE OVER TIME AS EVIDENCE THAT FCC-PRESCRIBED
LIVES HAVE BEEN FORWARD-LOOKING. HE STATES ON PAGE 9
OF HIS TESTIMONY THAT “A RISING RESERVE PERCENT IS
GENERALLY A POSITIVE SIGN THAT THE DEPRECIATION
PROCESS 18 WORKING WELL". HOW DO YOU RESPOND TO HIS
iy 5

As stated in my direct testimony in this proceeding, the fact that the
reserve has grown over time is not an indication that the reserve is at
the appropriate level. The critical issue hare is not just that the reserve
has increased over the past few decades. The issue is wiisther the
reserve has Increesed enough to handle retirements that will occur
mdh dramatic paradigm shift in the telecommunications
industry.
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MR. MAJOROS PRESENTS HISTORICAL RETIREMENT RATES TO
OFFER *CONFIRMATION OF THE FORWARD-LOOKING NATURE
OF CURRENT FCC PRESCRIPTIONS®. HOW DO YOU RESPOND?

Mr.mmbd-umhumuldm.mumrccmmm
prescribing BeliSouth's depreciation lives. As stated in my direct
testimony, BeliSouth does not befieve that simply looking at the past
mmmmwthwﬂMrawﬂhﬂuipmnt that
is sensitive to rapid changes in techrology.

MR. MAJOROS REFERENCES STATE COMMISSION ORDERS IN
HIS TESTIMONY WHICH HAVE ADOPTED THE FCC'S
PRESCRIBED LIVES FOR USE IN TELRIC CALCULATIONS, WHAT
COMMENTS DO YOU HAVE REGARDING HIS STATEMENTS?

While some state commissions have ordered that FCC-prescribed lives
be used, state commissions such as Missouri, California, and Michigan
have endorsed the use of economic lives similar to those used in
BellSouth's BCPM study.

In January 1608 the Michigan PSC, in Docket U11280, modified its
earlier decision to approve FCC prescribed lives for use in TELRIC
calculations. The Commission stated, “On reconsideration of this
issue, the Commission is persuaded that the asset lives proposed by
MWIMMMMMMnMMM
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Commission Initially adoptad in the July 14, 1897 order. As such, the
Commission concludes that they are more reasonable than the FCC
than TSLRIC principles. The Commission agrees with Ameritech
Michigan and the Staff that, in a mor. competitive environment, ine
development of new technologies an: a greater sensitivity to
customers' need can be expected to - timulate new investment and
haster: the chsolescence of ex! ting equipment.”

MR. MAJOROS ATTEMPTS TO SU”PORT HIS RECOMMENDATION

OF FCC-PRESCRIBED LIVES BY NCTING ON PAGE 14 OF HIS

TESTIMONY THE FOLLOWING QUO "E FROM THE FCC

REGARDING TOTAL FACTOR PRODUCTIVITY CALCULATIONS:
“WE CAN THINK OF NO REAS JN WHY INCUMBENT LECs
SHOULD BE PERMITTED TO USE DIFFERENT
DEPRECIATION RATES FOR DIFFERENT REGULATORY
PURPOSES."

WHAT OBSERVATIONS DO YOU HAVE AS TO THIS STATEMENT?

Mr. Majoros seems to be confused. Be |South does not propose 1o use
something different here than for other regulatory purposes. The lives
used in BellSouth’'s BCPM Study are coansistent with those used to
determine the depreciation rates current'y baeing booked in Florida for
intrastate and for external rsporting purp Jses.
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PLEASE SUMMARIZE YOUR TESTIMONY.

Mr. Majoros recommends that lives prescribed by the FCC in 1985 for
interstate depreciation purposes in Florida be used in BeliSouth's
BCPM Study. These lives are inappropriately long, particularly for the
technology-sensitive accounts. The lives provided in my direct
testimony In this proceeding in Exhibit GDC-1 were developed by
performing detailed analyses of each asset account. These lives are
appropriste for use in BellSouth s calculation or universal service costs.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.




Exhibit GDC-4
PROJECTION LIVES
FL PSC
 Usedin Last
Category Cost Studies Prescribed
Computers 5.0 § yr Amortization Schedule
Digital Electronic Switching 10.0 137
* Circuit-Digital 8.0 118
* Circuit-Optical 8.0 8.1
Aerial Cable-Metaltic _ 14.0 185
Underground Cable-Metallic 12.0 116
Buried Cable-Metallic 14.0 15.0
Fiber Cable 20.0 19.4-20.0

* BeliSouth treated Circuit-Digital and Circuit Optical as one account in the
Depreciation Study
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