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September 2 , 1998 

Director, DMIIon of Reootds and Repol1ing 
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Re: -~f ~~ ; 
Dear Ms. Bay6: ~ ;::: 

~ ~ 
t;ncloeed Ia an ot1Qinal ana nneen aoplee of BeiiSouth 11 ~ 1 
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TeleoommunlcatloM, lnc.'1 Rebuttal Testlmony of Dr. Randall S. Bllllngaley, Dr. f; 
Robert M. Bowman, D. o.onno C.lctweft, G. David Cunningham, Dr. Kovln ~ R* ~ 

Duffy·Oeno, ~ Conlullq Group, Peter F. Martin and Dr. William E. ;§ N ::: 
I 0 

T1ylor, which we uk that you file In tho captioned matter. 1 t. e, t 
1 (;)1 I 

A copy of ltllt letter II endoled. Pleaae marlt It to Indicate that the 
original wa1 flied and return ltle copy to me Copies have been aerved t.o the 
partlellhown on tho i1tlac:hed C«llllcata of SeMoa. 
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CERTlflCAT£ OF SERVICf 
DOCKET NO. 98089&-TP IHB478151 

I HEREBY CERTIFY that a true end correct copy of tho foregoing was 

served vla Federal ExpfeN this 2nd day of September, 1998 to the 

following: 

'"lack Shrw., &quire 
Ctw1es Beck, &quln~ 
Offloe of Publlc eoun.t 
c/o The Florida l eglltetun 
111 w. M8dlson stn.et. Rm. 812 
T~hassee. Florida ~99-1400 
Tel. No. (850) -488-&330 
Fax. No. (850) <438-4491 

Mkhul Groee, &quiN (+) 
AMIItant Attorney General 
Office of the Atlomey General 
PL-0 1 The C8pltol 
Tllllllhuaee, Florida 32399-1050 
Tlft .. No. (860) 414-3300 
Fax. No. (860} 488-6589 
Hand Oellv.n..: 
Th8 ;;;olllnt Btiliding 
107 Wett Gainet Street 
Tallahassee, FL 32301 

Tn~cy Hatch, &quire (+) 
AT&T 
101 N. Muwe Street, Suite 700 
Tallahusee, Florid• 32301 
Tel. No. (850) 425-e3&4 
Fax. No. (8~) 426-3361 

R.lchard D. Mll .. on, E!aquln~ 
Hopping, Green. Same & Smith, P A 
123 South Calloun Street 
Tanahattee, Florida 32314 
Tel. No. (850) 425-2313 
Fax. No. (850) 22A-8S51 
Atty. for MCI 

Thomet K. Bond 
MCI Metro Access Tranamisaion 
Servlcea, Inc. 
780 Johnaon Ferry Road 
Suite 700 
Atlanta, GA 30342 
Tel. fo!o. (404) 267-8315 
Fu. No. (404) 267-5992 

Robert II. Poet. Jr. 
ITS 
16001 s.w. Malt<et l=:treel 
Indiantown, FL 34956 
Tel. No. (581) 597-3113 
Fax. No. (661) 597-2115 

Char1M ~hwtnkel 
Sprint-Florida, Inc. 
1313 Blair Stone Road, 
MC FL THOO 107 
Tlllahluee, Florida 32301 
Tel. No. (850) 847-0244 
Fax. No. (850) ~8-(Jm 

Carolyn Marek 
VP •Regulator( Aff11lra 
S.E. Region 
Time W*mer Comm 
2828 Old Hickory Boulevard 
Apl 713 
NaiMIIe, TN 37221 
Tel. No. (et5) 613-1191 
Fax. No. (615) 613-1192 
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Nonnan H. Horton, Jr., &quU. (+) 
Messer, Caparello & Self P. A. 
215 South Monroe Street 
Suite 701 
Tellahauee. Florida 32301 
Tel No. (850) 222..0720 ,.. 
fu No. (850) 22+4359 
Represents e.-plrent 

David B. Erwin, Esquire ~ 
Attorney-at-Law • 
127 Riveralnk Road 
Crawfordville, Flortda 32327 
Tel. N.o. (850) 926-9331 
Fax .. No. (850) 928 8448 
Represents GTC, Frontier, 
ITS andTDS 

Floyd R. s.tf, Esquire 
Messer, Caparello & Self, P A 
215 South Monroe Street 
Suite 701 
Tallahassee, FL 32301 
Tel. No. (850) 222-ono 
Fax. No. (850) 22+4359 
Represents V\'ol1dCom 

Patrick Wlgglna, &qui,. 
Donna L canzano, Esqul,. (+) 
Wlgglnl & vm~ 
2145 Delta Blvd. 
Suite 200 
TallahaaM$, Florida 32302 
Tel. No. (850) 385-a007 
Fax. No. (850) 385-eOOS 

Klmbetty Cuwell, &quire 
GTE Florida lnoorporsted 
201 North Franklin Street 
16th Floor 
Tampa, FloOda 33802 
Tel. No. (813) "83-2617 
Fax. No. (813) 20<J.a870 
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Jeffry J . Wahlen, &qui,. 
Ausley & McMullen 
227 South Calhoun Street 
Tallahassee. Florida 32301 
Tel. No. (850) " 25-6471 or 5487 
Fax. No. (850) 222-7560 
Represents AU TEL, NEFTC. 
and Vllta-Unitad 

Tom Mccabe 
-os Telecom 
107 Welt Fl~1klin Street 
Quincy, FL ~351 
Tel. No. (850) 875-5207 
Fax. 111o. (850) 875-5225 

Pet.r IIi. Dunbar, &quire 
Battlara D. Auger, &qt..lre 
Pennington, Moon!, 'Mlkinson. 
& Dunbar, P. A. 
215 South Monroe Street 
2nd Floor 
T'lllahaaaee, Florida 32301 
Tel. No. (850) 222-3533 
Fax. No. (850) 222-2126 

Brian SulmoMUI 
WotldCom, Inc. 
1515 South Fedefal Highway 
Suite 400 
Boca Raton. FL 33432 
Tel. No. (561) 760-2940 
Fax. No. (561) 760-2629 

Kelly Goodnight 
Frontier Communications 
180 South Cllnton Avenue 
Rochester, New YOf1t 14646 
Tel. No. (716) 777-7793 
Fax. No. (716) 325-1365 
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Laura Gallagtler (+) 
vP-Regulatory Af'falts 
Florida Cable Telecommunlcatfons 
Association, Inc. 
310 N. Monroe Stree~ 
Tallahaa;ae, Florida 32301 
Tel. No. (850) 681-1990 
Fax. No. (850) 681-8878 

Mark Eltmer 
GTC Inc. 
502 Ftfth Street 
Port St. Joe, Florida ~58 
Tel. No. (850) 229-7235 
Fax. No. (850) 229-8889 

St.ven Bfvwn 
lntennedia Communications, Inc. 
3625 Queen Palm Drive 
Tampa, Florida 33&19-130G 
Tel. No. (813) 829-0011 
Fax. No. (813) 8~~923 

Harriet Eudy 
ALl TEL Florida, Inc. 
206 'Mille Avenue 
Live Oak. Florida 32080 
Tel No. (904) 364-2517 
Fax. No. (904) 364-2474 

Lynne G. Brewer 
Northeast Florida Telephone Co. 
130 North o41t1 Street 
Macclenny, Florld1 32063 
Tel. No. (904) 259-0639 
Fax. No. (g()4) 259-7722 

Jam" C. Falvey, Elqul,. 
e .apireno Comm. Inc. 
133 National Buslnea Pkwy. 
Suite 200 
Annapolis Junction, MD 20701 
Tel No. (301) 361-42.98 
F8JC. No. (301) 361-4277 

3 

Lynn B. Hall 
Vlata-Unlted Telecomm. 
3100 Bonnet Creek Road 
Like Buena Vasta, FL 32830 
Tel No. (407) 827-2210 
Fax. No. (407) 827-2424 

William Cox 
Staff Counsel 
Flonda Public Sv<:. Comm. 
25-40 Shumard .)ak Blvd. 
Tallahaaeea. Fl 32399-0850 
Tel. No. 850) <413-8204 
Fax. No. {850) 413-8250 

Suzanne F. Summer11n, &q. 
1311-B Paul Ruuell R* 
Suite 201 
Tanahasaee,FL 32301 
Tel. No. (860) 666-2288 
Fax. No. 1860) 666-5689 

Kenneth A. Hoffman, &q. 1 + 1 
John R. Ellis. Esq. 
Rutledge. Ec.oni;,, Underwood, 
Purnell & Hoffman, P.A. 
216 South Monroe Street 
Suite 420 
Tallahasaee, FL 32301-1841 
Tel. No. (860) 681 -6788 
Fax. No. 18501 681 -661 6 

Peul Kouroupas 
MlchMI Mc:AH. Esq. 
Tolepon Comm. Group, Inc. 
2 Lafayene Centre 
1133 Twanty-fht Street, N.W. 
Suite 400 
Waahlngton, D.C. 20036 
Tal. No. 12021 739·0032 
Fax. No. (202) 739-0044 



Joseph A. McGlothlin 
Vidd Gordon Kaufman 
McWhirter, Reeves, McGlothlin, 

Davidson, Rlef & Bakas, P.A. 
117 South Gadsden Street 
Tallahassee, FL 32301 
Tel. No. (850) 222-2525 

d-./1.il~ ~ 
J. Phillip~ ~) 

(+) Protective Agreements 
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ORIGINAL 
BELLSOUTH TELECOMMUNICATIONS, INC. 

REBUTTAL TESTIMONY OF G. DAVID CUNNINGHAM 

BEFORE ntE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 8806Q&. TP 

SEPTEMBER 2, 1998 

PLEASE STATE YOUR NAME. ADDRESS AND POSITION W.TH 

BELlSOlfi'H TELECOMMI~1CATIONS, INC. (HEREINAFTER 

REFERRED TO AS •BELLSOUTH" C'n "THE COMPANY"). 

My nlfM II G. DIYtd Cunningham 81id my bus1neU eddreu II 3S3S 

Colonnade Paricway, Blrmfngham. Alabama 35243. My potltlon Ia 

~In the FlMnce 0epal1rNnt of BeliSouth. 

ARE YOU ntE SAME G. DAVID CUNNINGHAM WHO FILED DIRECT 

TESTIMONY IN ntiS DOCKET? 

WHAT IS ntE PURPOSE Of YOUR REBUTTAL TESTIMONY? 

The purpoee of my IMtlmony In thla proceeding Is to respond to the 

direct tes1il!)(h1)/ of Mlc:hMI J. ~joroe. ,....,tlng AT&T end MCI, 

r~erdlng the economic llvet UMd In BeiiSouth'a calculetlon of 

(lf)CLI'' r" • ~ "' fii·OI\l[ 

,....,. ... EP-2~ 

r1 r If .J~O•' ti•ORflllC 
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21 

22 

23 A. 

24 

25 

PLEASE REVIEW THE LIVES THAT BELlSOUTH USED IN ITS 

UNIVERSAL SERVICE COSTS CALCULATIONS. 

The UMtllvee UMd In BeUSouth'a unlvet"Nitervlce costs calculaUona 

were~ in Extllblt GOC-1 of my direct tMtlmony. These llvea are 
au~ by Be11South's1098 Florida Deprecilltlon Study. whldl wa• 

au.cMd to my diNc:t t.tlmony a Exhibit GDC-2. TheM folward­

looldng llwlllfiPIU9f' 7 ty reflec:t the~ of rapid t.eehnologlcal 

~ tllking place In the teJeconvn~lcatlons lndultry. 

WHAT IS THE BASIS OF THE LIVES THAT MR. MAJOROS 

RECOMMEHOS FOR UNIVERSAL SERVICE COSTS 

CALCULATIONS? 

In general, Mr. Majorol recornmend1 that the projection lives 

prescribed by the FCC In 18i5 fOf booking depreclatlon expense on an 

intMtllte biM be u.d In un1ver1a1 Mrvlce costs c:alculationa. 

DO YOU AGREE THAT LIVES PRESCRIBED BY THE FCC ARE 

APPROPRIATE FOR THIS APPLICATION? 

No, I do not. M I atat.d in my dilect testimony In thla proceeding, the 

llv• c:umtnlly ptWeCthd by the FCC, ~ttiaJiarly fOf the tec:hnology· 

sena1t1ve eccounta. are mud'l too long. Mr. ~ atat.M In hil 

·2· 
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teetimony·lhat the projection lives prescribed by the FCC are forward· 

loOI(.Ing, !3tfiS9uth belieVes that the FCC ha not property ateetsed 

the &npact of technological evolution and lncteeslng competitkY1 to 

detemllne ~ folward-loolclng lives . 

~ I at&Uid In n.'IY df~ testimony, BetiSovlh currently esblbliehes Its 

own depreciation me. for intratate pur~ In Florida. under 

authority ~ by Price Regula&n Implementation. However. when 

the Florida PSC' diet~ l.otraaln deprecletlon rates for 

BeUSouth, they were c:onalderably more progreulve than the FCC In 

datetm11111t!ot), of~~ utet llvet for depreciation purpous. The 

Florida PSC historically prescribed Average Remaining Uvea. not 

"p~·. economlo llvelu used In BeiiSouth'e BCPM atudy. 

However, ptcjeCtlon llvet corresponding to the Aver11ge Remaining 

UV..Iht J)AIIctfbed by U... Florida PSC for lntraatate depreciation 

purpo•• ~n be deh!lm\lned, and are ahown In Exhibit aoc..-. 

Be!~South't Depredation Study, provided at Exhibit GOC-2 In my direct 

testimony,. p~ detailed analysis to auppon fOMard-looldl'!9 livea 

tlgnlbntly tower !han thole prescribed by the FCC. particularly for the 

tec:hnology-eensltlve accounts. 

ON PAGE 0 OF HIS. TESTIMONY. MR. MAJOROS REFt:.RENCES A 

STREAML,INEO, SIMPUFIEO DEPRECIATION RATE.SETIING 
\" 

PROCESS DEVELOPED 8Y THE FCC. HE GOES ON TO SAY 
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A. 

Q. 

A. 

THAT, wmt THE SIMPUFIED APPROACH, "THE FCC REAFFIRMED 

rTS FORWARO-LOOKJNG ORIENTA noN•. WHAT COMMENTS DO 

YOUH4VE? 

Aa deiCfbld In my dlrlc:t testimony, the 1trNmllned proee11 thlt the 

FCC let up a patt of CC DocMt No. 92-2:98 waa Intended to reduoe 

unMCeNaty regulatoty burdens and their uaoclated costa. 

~ wu not designed to UtWe forward-looking lives. 

MR. w.JOROS POINTS TO AN INCREASE IN THE DEPRECIA nON 

RESERVE OVER nME AS EVItJENCE THAT FCC-PRESCRIBED 

LNES H4VE BEEN FORWARO-LOOKJNG. HE STATES ON PAGE 9 

OF HrS TE&nMONY THAT "A RJSING RESERVE PERCENT IS 

GENEAAU. Y A POSITIVE SIGN THAT THE DEPRECIATION 

PROCESS IS WORKJNG WELL". HOW 00 YOU RESPOND TO HIS 

STATEMENTS? 

Aa stalild In my dllwct l8lllmony In thll proce.eding. the fact that the 

rete1'ole hea grown OYer time ia not an Indication that the reaerve II at 

the appropltl1a JIM!. The Qftical lltue here It not just that the miMI 

ha lncr111 1 d ov.r the past few decedes. The lsaus Ia v.iltther the 

.......,.. ha lnc::rMMd enough to handle IWtilementa that will occur 

~ .. of the di'III'Mtlc pa~m lhlft In the telec:ommunatiool 

Industry. 



MR. MAJOROS PRESENTS HISTORICAL RETIREMENT RATES TO 

OFFER "CCNFIRMATION OF THE FORWAR.D·LOOKING NA TUP.E 

OF CURRENT FCC PRESCRIPTIONS". HOW DO YOU RESPOND? 

Mr. Majorot focutes on hlltoric:al da1a, jus1 as the FCC has done in 

presc:riblng BeDSouth'• dellrec:lallon Uvea. AI stated In my direct 

tettlmony, BtiiSouth does not believe that simply lookJng at the paat 

can po~albly Indicate Whatwlll happen In ltv.. future with equipment that 

' Is~ to niPid Changtt In technology. 

MR, MAJOROS REFERENCES STATE COMMISSION ORDERS IN 
' 

HIS TESTIMONY WHICH HAVE ADOPTED THE FCC'S 

PRESCRIBED UVES FOR USE IN TElRIC CALCULATIONS. WHAT 

COMMENTS 00 YOU HAVE REGARDING HIS STATEMENTS? 

While tome atate commlulons have oniered that FCC-preacribed lives 

be used, atate oommJulons such aa Miuouri, CaUfornla. and Michigan 

have endoreed 1M Ute of economic lives similar to those used In 

BeUSouth's BCPM atudy. 

In Janwl(y 1998 the Mlctllgan PSC, In Docket U11280, modified Its 

eattlier decillon to appj'Q'ie FCC preteribecl lives for use tn TELRJC 

ca.k:UIStlont. 1l'le Comrnlsllon .tated, ·on AICOnelderatlon of this 

luue, ~ Comrrllqlon Ia pereUIIded that the auet Uvea propoeed by 

Ameriteeh Mlc:t\lgan are more fotwatd-looklng than those that the 
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A 

Commission lnlllally adopted in the July 1o4, 1997 order. Aa such, the 

Convilltlon concludes that they are man~ reasonable than the FCC 

Pl'*l~lion I!Yet, which more closely resemble cost-based regulation 

than TSLRIC ptfnc!pla. The Commhalon agrees with Ameritech 

Mkltdgan ·~ ltle Stiff that. In a mort oompetitive environment. clle 

develop!nent of new technologies an. a greater sensitivity to 

cuatomera' need can be expected to ~tlmulate new lnveatment and 

huterl the ohaolaacenc:e of exl11ng equipment.· 

MR, MAJOROS ATTEMPTS TO SU',J..,ORT HIS RECOMMENDATION 

OF FC~RESCRIBED LIVES BY Nl' TING ON PAGE 1o4 OF HIS 

TESTIMONY THE FOLLOWING QUO rE FROM THE FCC 

REGARDING TOTAL FACTOR PRODUCTMTV CALCULATIONS: 

'WE CAN THINK QF NO REAS )N WHY INCUMBENT LECs 

SHOULD BE PERMITTED TO l.SE DIFFERENT 

DEPRECIATION RATES FOR C'IFFERENT REGULATORY 

PURPOSES." 

WHAT OBSERVATIONS DO YOU HAVE AS TO THIS STATEMENT? 

Mt. ~·ouuma to be confused. Be.ISouth does not propose to use 

IOl'*'*'o dlffwent here than for other rogulatory purposes. The lives 

usactln BeiiSouth'a BCPM Study are COillistent w!+.h those used to 

detennine the depreciatiOn '-tea currently being booked In Florida for 

lntrutate and for external rsportlng purposes. 
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a. 

A. 

a. 

A. 

PLEASE SUMMARJZE YOUR TESTIMONY. 

Mr. Maforol recommencll that lives prescribed by the FCC In 1995 for 

lntatatata ~ purpoeesln Florida be uud In BeUSouth'a 

BCPM Study, Th ... tlvea are lnapproprlataty tong, partlc:utarty for the 

technology~ accounta. The lives provided in my direct 

l8ltirnony In thla proce eel~ In Exhibit GDC-1 were developed by 

~ detailed analyaea of each hMt account. These llvea are 

~ tor uae In BeiiSouth s ealoulallof'\ or unlve"al aervk:e coats. 

DOES TH1S CONCUJOE YOUR TESTIMONY? 

Yes, It does. 

·7· 



PROJECT10N UVES 

FLPSC 
UHdln Lut 

Catagory eo.tStud* P.-crlbed 

Computera 0.0 & yr Amortlutlon Schedule 

Digital Electronic SWitching 10.0 13.7 

Circuit-Digital 9.0 11 .9 

Ctrcuit-Optlcal 9.0 8.1 

Aenatcab~Hio 14.0 15.5 

Underground Cable Melallic: 12.0 11.8 

Buried CabJe.Metallic 14.0 15.0 

Fiber Cable 20.0 19.4 . 20.0 

• Bel1Sou1h treated Clrc:ult.{)igltlll Mtd Circuit Optical a one acx:otJnt In the 
DepreciatJon Study 
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