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(Transcript continues in sequence from Volume 

2994 

3 ~5). 

4 COMio!ISSIONER DEASON• Call the hoaring hack to 

5 o rder. Staff. 

6 CATHERINE E. PETZINCER 

1 Cont inues her testimony under oath !rom Volume 2S 

9 CROSS EXAMINATION 

9 BY MR. COX t 

10 0 Good afternoon, Ms. Petzinger. Will Cox on 

11 behalf of the Commission staff 

12 A Good afternoon. 

13 0 I have a few questions regarding the testimony 

14 you filed. On Pa.ge 17 you discuss how you believe the 

15 BCPM Excuse me? 

16 A Yes, l'm with you. 

17 0 Okay. You discuss how the BCPM'o results over 

19 recover BCPM's own identification of USP fund-related 

19 switch investments? 

20 

21 

22 

23 

24 

25 

A 

0 

A 

0 

A 

0 

Yea. 

For a total of approximately 5~ mlllion dollars? 

Right. 

For BellSouth, GTE and Sprint? 

Uh-hull. 

Now are you saying that the cost of basic local 
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1 service for BellSoutb, GTE and Sprint is overstated by 56 

2 million dollars? 

3 A That was the numbers that came out o! the BCPM 

4 switch module, main logie spread sheet. 

5 Q But do you know if that translates into an 

6 over·all overs tatement of 56 million dollars? 

7 A Tha t was my understanding. 

a 0 In your summary today, you stated that one 

9 company has entered fill factors into both the scrs and the 

10 BCPM? 

Yea, that's correct. 11 

;1.2 

]\ 

0 And you didn't identify which company. Which 

13 company wao that? 

14 A The company that provided the SCIS data was 

15 Sprint, at the time I wrote the testimony. 

16 0 SO you're saying they have entered Lhe fill 

17 factors twice --

Well, once 

-- in the process? 

18 

19 

20 

A 

0 

A Yeah. The way I understand it, lt was entered 

21 once in SCIS. The SCIS then was used to develop tho BCPH 

22 default priceD, so thosa priceD reflect line fills as 

23 entered in SCIS. Then they entered line fill again i n BCPM 

24 further adjusting the numbers. And later. a!ter I wrote 

25 this testimony, ve also found the same situation with tho 

C & N REPOR'I'BRS TAJ..lJ\HASSE£, !'LOR IDA (850) 697-8314 



2896 

1 BellSouth datl. OTB declined t o provide us with their cost 

2 model runs, so I couldn't review that for GTE. 

3 0 So in summary, what's the result when these 

4 results are inputted twice, once in the SCIS and ehe BCI'M7 

5 A Right. My understanding of how this wor k is 

6 that well, I know how it works in SCIS. ln scrs it 

7 increases the coat: in order to account for the fill factor. 

8 You know, it • s ~ill -- if you think of fi 11 as being 

9 adminiat:rative spare and whatever they classify as spare 

10 capacity. So the SCIS results that were then put into the 

11 BCPM default prices were increased to account for fill. 

12 Now in BCPH, on the input page , they have entered 

13 additional fill factoro that are further adjusci.1g ~hose 

14 prices, a second time for the same concept o( fill. The 

15 numbers don't match up, by the way, either. The fill 

16 inputs are different in SCIS than they were in BCPM. 

\7 0 On Page 12 of your testimony, Lines 4 througn 12, 

18 you discuss the difference in cost between coppur base and 

19 fiber base remote switches? 

20 A Yes, that's correct. 

21 0 You state at the time you prepared your testimony 

22 you did not have the information to determine what types of 

23 remote switches were assumed in this proceeding; io that 

24 correct? 

25 A This was as far ao SCIS data. I didn't have 

C " N RKPORTERS TAL.Lhl!JiSSEE, FLORlDII (850)697·8314 
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l informacion about precisely what type of remoteo. 

2 Q Okay. Now since that time that you (iled your 

3 testimony, have you received that inform4tlon? 

4 A I have received the informacion !or Sprint and 

5 BellSouth but not GTE. 

6 Q And what doea the informacion cell you Cor those 

7 companies that you hav& received the informotlon for? 

8 A They do have some copper base remotes. 

9 Q Wben you say they, is it both? 

10 A I think both of them did. I would hove to 

11 check. I don't remember explicitly. I did r eview chem 

1: quickly in tho inputs. It's not a simple process to review 

13 those inputs. You have to go through multiple screens. 

14 Firat you have to pul l up a wire cenLer, then you hove Lo 

15 go to the o!fice inputs, then you have to go to tho remote 

16 inputs to find ouc what kind o! a remote il woo 

17 complicated •• not complicated but just tedious . 

It's very 

S:> 1 spot 

18 checked a few and did see that there were some copper base 

19 remotes, but 1 didn't try to quantify them. 

20 Q Okay. Was it a very few, or was there a 

21 substantial amount? Do you have any esti~te? 

22 A No, I don't, Aa I aald, 1 spot checked Lo see if 

23 they were there, and they were, but 1 didn't actually try 

24 to develop a count o! tho number. 

25 Q Okay. If you could turn to Page 30 of your 

C 1< N RBPORTBRS TALl.AHASSEE, !"LORIDA teso)697-8JH 
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1 t es timony . On Page 30 you asser t th~t BellSouth has 

2 included an absolutely huge amount of reserve ccs for the 

3 OMS host and tha t the 5-ESS reserve CCS input values far 

4 exceed any costs t•ve ever seen: is that correct? 

5 A Yes. that's correct. 

6 0 Pir at , what is the reserve CCS? 

7 A In the SCIS model, when you have equipment that 

8 is considered t o be what they call dual limiting, meaning 

9 tha t t ha t par ticular box or piece oC equipment can either 

1 0 be us ed up by t wo different resources. If one uses up the 

11 box f irst , there may be some str an -- think of it as 

12 stranded capacity, in that box left for the other area. 

13 Now wha t we are talking about here is line porto coming in 

14 and also at the same time aa line porto coming i n , you are 

15 trying to engineer how many patl.a through the network you 

16 have in order to carry t raffic on thooe lines. When you 

17 connect that line into that box, that box hao two capacity 

18 limitations: One is the number of lines, and one is going 

19 to be the amount of traffic it can handle. If you (ill up 

20 the box with the number of lines first, you may have 

21 stranded traffic-carrying capacity in the box, and that's 

22 what this is. 

23 

24 

25 

0 

A 

0 

What does the ccs standing for? 

Centum call eeconda. It's jutJt a different 

I'm sorry, r didn't hear you. I'm sorry. 
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1 A Centum call secondo. lt'o just a different unit 

2 of measure. It means a hundred call oecondo instead of 

3 60. I don't know -- It has to do with 1 think 

4 o riginally they used our linea . r ~on't know exactly why 

5 they don't uae minutes to make everybody's l1!e easier. 

6 Q And how exactly does thio huge amount of reserve 

7 ccs for the OMS switch hose impact the switching cost? 

8 A We provided some data on that. Because of the 

9 relatively em~ll percentage of that number compar ed to the 

10 total investment , it wasn't a big impact on the t otal 

11 investment. What it does do, however, is inflate the port 

12 cost at the expenae of the usage. It's adding ·• that 

13 input that they have, i t 's baaically adding that directly 

14 to the port. So it's distorting the coot of the port more 

15 so, but on a total inveatment baois. it wasn't a big 

16 impact. I thi nk I provided that to you in a response. 

17 0 Okay. And when you delermined that the reserve 

18 ccs inputl for the OMS and SES ow1tchca were t oo high, wha t 

19 did you baoe your opinion on? 

20 A Well, at the time when I wrote my teotlmony, I 

21 had one Sprint contract which wao provided, and I had 

22 basically publicly available information and my general 

23 knowledge o! the i ndustry. Since 

24 

25 

Q 

A 

What vas the 

I'm sorry. 

C " N R2PORTERS TALLAHASSEE, YLORIDA 1850 i 697 ·8314 
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l 0 I'm eorry. What was the publicly ~vailable 

2 information? 

l A That was outlined in my testimony. 1 t wa ..r 

4 Hr . Raley from Southwastern Bell , th~ Paci!ic Bell number, 

5 the switched price per line from th) Nlii report. That: waa 

6 tho general public information. And then since then. since 

7 the rebut tal testimony, the BellSouth contractu were made 

8 available for me to go to their offices and review, which I 

9 did and filed supplemental test imony on that. 

10 0 Thank you, Mo . Petzinger. 

11 MR. COX: That concludos ataff•a questions. 

12 WITNESS PE'rZINGER: Thank you. 

13 COMMISSIONl!R DEASON: Commissioners. 

14 COMMISSIONl!R JACOBS: SOme of your calculations 

15 about the ovor costa -- overages for the switch had to do 

16 with, as I understood it , i! you looked at the total 

17 investment for the avitcb, it didn't match the total of the 

18 per units once you totaled all those per unit costs up? 

19 WITNl!SS PBTZINGER: Exactly . 

20 COI'!MciSSIONl!R JACOBS: And does that remain an 

21 observation? 

22 WITNESS PBTZINGER: Yeo. 

23 OOMMISSIONBR .JACOBS 1 Okay. 

24 WITNESS PBTZINOER: Yea, that io still true. 

25 That was -- and we're not talking about total investment. 

C " N REPORTERS TAL~SBE, PLORIOA (850)697-8314 
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1 We a re talking about tne total investment identified by 

2 BCPH as USP related. So they have t wo places where they 

3 calculate USP related inveetment: One is t otal. and one is 

4 unit. SO it was --
S COMMI SS IONER JACOBS: Okay. And the one that 

6 i s reported out of the model io the o ne that you say is 

7 over -- is t oo high? 

8 WITNESS PETZINGER : That was my impression, yeo, 

9 from looking at the model. It wao e xtremely di((icult to 

10 tra ce tho model workings through to an output sheet. You 

11 know, I even used the audit tool within Excel, and it just 

12 sort of dead-ended, and it was very d ifficu lt to understand 

13 exactly what got reported out. 

14 COMMISSIONER JACOBS: But the per·unit coats , 

15 they weren' t reflective of that; i~ that ·-do I understand 

16 that to be the case? 

17 WITNESS PETZINGER: 1'he pcr·unit costs, in this 

18 case we are t alking about the port plus usage attributable 

19 to USP. When it wae expressed on a per -line baoie, my 

20 understanding is that's what is being used to calculate the 

21 ult:imate results. It it .,eren•t, then I have no idea why 

22 they went. through all the mechanics of b1 ilding those 

23 numbers up. So that number was wh~t was used. in my 

24 opinion, to generate the USP cost. 

2S COMMISSIONER JACOBS: All right. Thank you . 

C & N REPORTBRB TALLAHASSEE. PUORIDA (eso)697·8314 
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3 

4 

s 

6 

Wl'!'NB."S PBTZitiGER: Tho ultimate IJSF coat. 

COMMISSIONER DEASON: Redirect? 

MR. HATCH : No redirect. 

COMMISSIONER DEASON! Exhibito . 

HR. HATCH: AT&T would move 93, 94 . 

2902 

COMMISSIONER DEASON: Without obj oction, Exhibito 

7 93 and 94 are admitted. I think that'D all tho exhibits. 

8 BellSouth, I think your witneos io scheduled 

9 next, or group of witnesses. 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HR. CARVRR: Yes, sir. BellSouth callo the 

Georgetown Consulting Group. 

COMMISSIONER DEASOU: Please utand and raioe your 

right hand. 

HR. CARVER: If it's okay, .I believe f'm going to 

move down to the other end. Now that thoy are seated, I 

can tell that I can't see them all. 

Whereupon, 

JAM SHED K, MADAN 

MICHAEL D. DIRMEIE~ 

DAVID C. NEWTON 

was called as a panel of vitnesses on behalf of BellSouth 

end, having been duly swons, testified ao follows: 

DIRECT EXAMINATION 

BY HR. CARVBR: 

0 Would each of you ploaee state your full name and 

C & N RBPORTBRS TALLAHASSEE. PLORIDA (850)697-8314 



l business address? 

2 

3 

A (Wi t nes s Madan! My name is Jamshed K. Madan. 

business address is 4 56 Main Street, Ridgefield, 

4 Connecticut? 

2903 

My 

5 A (Witness Dirmeier) My name is Michael Di rmcier . 

6 and my bus iness address is the sam~. 456 Main Street , 

7 Ridge field, Connecticut. 

8 A (Witnes s Newton) My name is David Ne wton , and my 

9 business address is 75 Squares Glen in Madison, 

10 Connecticut. 

ll 0 And would each o f you please state by whom you 

12 are employed and in what capacJty? 

13 A (Witness Madan) J•m employed by Georsetown 

14 Consulting Group, and I am a principal of tha t firm. 

15 A (Witness Dirmeier) I am also a principal of 

1 6 Georgetown Cons~lting Group. 

17 A (Witness Newton) I'm an independent consultant 

18 who is currently working for Georgetown Consulting Group. 

0 And, Mr. Madan, you will be the lead witness, so 

20 to epeak? 

21 A (Witnoaa Madan) Yeo, 1 will. 

22 0 Okay. Could you t e ll us, have you and the panel 

23 members caused to be profiled 3 1 pages of rebuttal 

24 testimony, incl uding 17 e~1ibite? 

25 A (Witness Madan! Yes, we have. 

c " N REPORTERS TALLAHASSEE, FLORIDA (850) 697-8314 
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1 0 And subsequent to the initial filing, there were 

2 some changes filed; is that correct? 

3 A (Witness Madan) Yes. 

4 0 Do you have any additional changes to make today? 

5 A (Witness Madan) No , we don't. 

6 0 If I were to ask you the quest ions that appear in 

7 your testimony, would your answers be the s ame? 

8 A :witness Madan) Yes, they would. 

9 MR . CARVER: I would request that the Georgetown 

10 panel's rebuttal testimony be inserted into the record as 

11 though read . 

12 COMM199ION£R DEASON: Without obj<>ction it shall 

13 be so inserted. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

::14 

25 
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Q. 

A. 

L 
AlllllatioD, Sc:opt or EDI• etmtat 

and Pli!J!OK or T .. limoay 

PLEASE STATE YOUR NAMES AND BUSINESS AFFILIATIONS. 

My n.amc Is Januhcd K. Madan. I am a found ina Principal of Gco'llctown 

6 Consuhlna Oroup, Inc. (OCO or Georgetown). The business addrus or 

7 GcorzCUlwn IJ 4S6 Main Street. rudgcfield, ConncctlcuL 

8 My name is Mlducl D. Dinneicr. I am 1 Principal of OcorzCUlwn. 

9 My name is David C. Newton. I am 1 consuhlng telecommunications 

I 0 nctv.'Qri( cnaincu. My business address is 7S Squires Olen. MadiJon~ Connccltcut. 

II Q. PLEASE STATE ON WHOSE BEHALF YOU OFFER THIS TESTIMONY. ITS 

12 SCOPE AND ITS PURPOSE. 

I) A. Thls tesllmony Is offered on behalf or BciiSouth Telecommunications. Inc. 

1 ~ (BeiiSouth). Bell South has previously engaged O<Oractown to evaluate the 

IS application of Hatfield Model Release 4.0 ("HM R4.01 made by AT&T anu MCI 

16 in variout ftlte ptOCCcdll1JS where the issue was prices for unbundled network 

17 <lcmcnts ("UN!:&"). In eac:h or !hose C&ScS, Georgetown rebutted the contention of 

IS AT.tT and MCI that their application of HM R40 resulted in reasonable UNE 

19 prices, showina that the inputs 10 HM R4.0 selected b)' AT&T and MCI fail to 

20 rcOect the conditloru of the territory or Bell South and fall to be rCIJOIIAblc and 

21 forward·lookinJ. In those cases, Oeoractown also opplied HM R4 0 utilizing 

22 inputs it developed that do rcOcct the conditions of the territory or Dell South, arc 

23 reasonable and ~ forward·looklna. Thus, if one were to accept liM R4.0 for usc 

24 In dcvcloplna UNE prices. Ocorgctov.n's application would be oppropriatc because 

2S It rcnccu proper Input$. 



t. 
rl't" 'ft'!!la•t~•Bt'r 

In lhiJ case, MCI and AT&T have ap-.licd IIAI Model Release S.Oa ("HAl 

2 RS.Oa") for pwposes of dctenninina 1M economic coSt of ptOYiding buic local 

l telecommunications acrvitc at the wire center level. The model used in this 

~ proceedina. HAl RS.Oa, Is different from 1M model (HM R4.0) ~by MCI and 

S AT&T witnCSSet in olhcr Sllte proceedinas. If the Identical Inputs arc: applied to 

6 both HM R4.0 and HAl RS.Oa 1M outputs would be difTen:nt, with HAl RS.Oa 

7 pn>ducina ~cost and unlvcnal sctVicc fund requin:matts lndocd. the HAl 

8 and Hatlield models wetc oriainally developed for application 10 univemiKNice 

9 fundinaluucs. The outputs of HAl RS.Oa include not only UNE prices. 1><11 

10 unlvet$11 sctVicc suppon outputS as well. The purpose of lhiJ testimony is 10 rcb<lt 

II the contention by MCI and AT&T that their application of HAl RS.o~ in IIIia case 

12 for purposes of dcvelopina 1M economic cost c.f ptOvidina buic fowl 

I) tclecommunicatloru r.ervlco at the wln:.center level is reasonable (heruner. the 

14 MCI and A TclT application of HAl RS.Oa in this case iJ n:ferrcd to as th<-

IS wMCVAT&T HAl RS.Oa Application"). 

16 We evaluated the reasonableness of 1M MCIIAT&T HAl RS.Oa Application 

17 by focusina on 1M nawn: and quality of 1M inputS sci~ by MCI and AT&T to 

IS apply HAl RS.Oa. We did not cvaluau: the logic and llt\lcture of IIAJ RS.O•. 

19 cxcep! as ncccswy 10 determine the usc made by IIAI RS.Oa of user adjuslable 

20 Inputs ("UAII"). 

21 The MCVAT&T IW RS.Oa Applicallon Is not reasonable for usc In this 

22 case because the dcfU~It values sclccud by MCI and AT&T for r.ensiti>c user 

ll adjustable inputs ("SUA II") .:loo not meet the rcqulrcouenl of both n:Oectina the 

24 conditlonJ of the IC1ritoty of BeiiSoulh Florida and being reasonable and forwanl· 

~s looklna. Ocoraetawn has applied HAl RS.Oa on 1M buis of valua for SUAis that 

2 



2 

J 

4 

s 

6 

7 

8 
9 

tO 
II Q. 

I! A 

ll 

14 

IS 

16 

17 

18 

19 

:o 
21 

2: 

2l 

2·1 

2S 

do meet the requimnent or bolla renectina the conditions of the territory of 

BciiSoulh-Fiorida and be ina rwonable and forward-looking Gcof'ICIO", • s 

application of HAl RS.Oa it r fmcd 10 herul\cr IS the MGCG HAl RS.Oa 

Appliar.lon." 

:raaU'f' 

AttaGhcd IS Appendix A and lncorponted herein by refctcnec Is a Glossary 

of Oelincd Terms !Mt will wist In reodlna this preflled tt~imony. 

IL 
S laUIMDt or QlllllllutlonJ 

MR. MADAN, PLEASE S"tATE YOUR BACKGROUND AND EXPERIENCE. 

I lf*lualtd from the MauachusciU IMliiUic o(Te<:hnology in 1966 .,.;th 1 

Bache!« of Science Dcarec In Ele<:ltlcol En&inttring. I continued my aratuatc 

studies 11 MJ.T .. groduaJina in 1968 with 1 MISttr of Science Dcarec in 

M"""Semcnt from the Alfred P. Sloan School of ManaaemcnL 

From Auaust. 1968 lhrouah April, 1979 I was employed prima11ly by 

Touche Rou &: Co., 1n International public accounting firm. I wus promoted to 

Prine I pol in Scp!embcr 1977 and held the position of National Director or 

Rc,w.tory Consullina. I ten Touche Rou & Co. to be<:ome 1 foundinc Principal 

of Gcorattown In May, 1979. 

I have testified txltnJivcly on public utili!) l'l\lltm before various 

reaulllOfY bodies. My raume II ~ to this prented rebutlll testimony u 

Appendix Band incorponltd herein by reference. 

) 



Q. 

l A. 

) 

MR. DIRMEIER. PLEASE STATE YOUR BACKGROUND AND EXPERIENCE. 

I rc<civeda Bachelors ofScia~« degree in Physi~ in 1971 from Texas A&M 

Univmity. In 1973 I rccc:ived my Mwen of Business Adminismttion In FiiWICC 

§!iff· 

4 from The Univcrt~iry of Chieoao. m also hold a Certificate in Management 

S Accountins. 

6 From Janu.vy, 1974 to June, 1976, I wu employed by The Bendix 

7 Corporation as a f~ia.l plannina analya. From July, 1976 to April. 1979, I held 

8 the position of consullant and senior consultant in the consulting division of 

. 9 Touche Ross & Co. In 1979 I joined Gcof'gdllwn, ~since 1983. I nave held 

I 0 the position of PrincipAl. 

II I nave testified on numerous occasions before various regulatory bodiu 

12 My resume is atuoehed as Appendix C ond incorponued herein by reference. 

13 

1·1 Q. 

15 

16 A. 

MR. NEWTON, PLEASE DESCRIBE YOUR BACKGROUND AND 

EXPERIENCE. 

I lutvc spent 32 years in telecommunications nctworlc design, pl:annins and 

17 Implementation. The first 27 or tl1osc yc•rs was spent in KrVice with the Southern 

18 New Ensland Telephone Company, where during the last 10 yem I served in • 

19 series of management positions di.rcctina network design, planning ond 

20 deploymenL Since 1991, I nave SC'rved as a consulting telecommunications 

21 nctwoti< engineer, advisin8 clients. and testifying in regulatory pooeeedingJ on • 

22 variety or networlc mallets. My resume is att4thed as Append ox D and 

23 Incorporated herein by reference. 



Q. 

2 

) A. 

•I 

s 

6 

7 

8 

9 

10 

II 

12 

13 

14 
IS 

16 Q. 

PL.EASE EXP!.AIN THE DIVISION OF RESPONSIBIL.ITY WITHIN THIS 

PANEL. TES11MONY. 

Mr. Madan hu overall raporalbilil)• for the anolysu made and the conclusions 

reached in this rcbuual tcuimony. He serves u the principal spokesman. Mr. 

Dirmcicr is ruponslblc for evaluating and applying various Hatfield Models, 

~!focally V2.2.2, HM RJ.I, HM R4.0 and HAIIU.OL Mr. Madan and Mr. 

Dirmeicr ~ rcsporulbility for dcYcloping the altcrnoJlvc values for SUAis used 

by GCO to apply HAI IU.Oa. Mr. Newton Is responsible for ccnoin engineering 

and network analyKs that have assisted Mr. Madllt and Mr. Dirmci.r In critiquins 

the default values advocated by MCI and AT&T and in fashioning the altemotivc 

values utilized by GCO In itS application of HAl RS.OL 

m. 
Summary of Findings 

PL.EASE SUMMARlZ£ YOUR EVAL.UATION 0~ THE MCVAT&T I!AIIU.Os 

17 APPL.ICA TION. 

18 A. The logic and vslidity of HAl IU.Oo and the propricly of using HI\ I IU.Oa to 

19 develop universal service suppon ~~nalyKs, arc issue< beyond the scope of this 

20 testimony. We offer no opinion on the propriety or using HAl RS.Oa whether it is 

11 applied for the pwpoK of developing UNE prices or developing costS for usc in 

22 dc1ennining universal sc:rvi« suppon. We simply assume the usc of HAl R5.0a 

2J for putpOSa of our anai)'KI. We evaluate the MCI/AT&:T HAl RS.Oa Application 

2<~ for reasonableness by critiquing the default values selected by MCI and AT&T for 

2S the .aer adjustable Inputs ("UAis'"), panicularly sensitive user adJUStAble inputs 

s 



\SUA Is"), as n:OCCICd in the UAI database associ&lcd Wtth HA I RS Oa (the UAI 

2 <~>~•bose assocl&lcd with HAl R.S.Oa is dcslptcd Appendix B·S.Oa) 

) We pmumc thai the com to provide basic local cxtlwl~ service in 

4 Florida used by tho Commwlon in this Docket to establish •tate unlvcrNiscrvlu 

s supj)OCI Jhould (I) n:Ottt tbc conditions or the territory or B<IISouth·Fiorida and 

6 (2) be fOIW&Id·looklna and rusonablc, It, n:Oca cost or other condi1ions 

7 reasonably expected to occur in the future This means thai the volucs for SUA Is 

K sclei:1cd for usc b apply ina HAl R.S.Oa Jhould both reOca the condition• of the 

9 territory BciiSouth-Fiorlda and be forword·looking and reasonable. 

10 The MCUATclT HAl RS.Oo Application fails this standard. Whatever the 

II integrity or HAl R.S.Oa as a model, the resultJ of applying it cannot be reasonable 

12 if, as is the case ha-e, the values sclec~ by MCI and AT cl T for SUA Is do not 

I J properly reOCCI the conditions of I!< II South· Florida and do no1 reasoMbly n:Oect 

14 cost or other conditions reasonably expected 10 occur on the future. 

IS Q CAN HAl RS.Oa BE APPUEO BASED ON VALUES FOR SUAI,; TIIAT 

16 REFLECT BOTH THE TER.RJTORY OF DELL.SOUTH·FLORIDA AND COST 

17 OR OTHER COI'IOtnONS REASONABLY EXPECTED TO OCCUR IN TilE 

II FUTURE? 

19 A Yes. Assumlna the validity of HAl RS.Oa as • model. and assuming that it is 

20 appropriate 10 usc HAl RS.Oa for purposes of dctcrrnintng universal service 

21 suppon, Its application on the bAlls of such values will produce forward-loakina 

ll loop and swo1china coSls, properly n:Oectivc of conditioM of the territory of 

l3 Bell South-Florida, thai could be used In this c:asc to develop un,.crul sen Icc 

lJ IUpj)OCI. 

~s 

6 



2 

3 

Q. 

A. 

HAVE YOU DEVELOPED ALTERNATIVE VALUES FOR SUI\Is FOR USE 

WITH HAl RS.Oa? 

Y cs. We hive developed values for lhe SUAis that refl.:ct conditions of lhe 

4 territory of BellSoulh·florida conditions and &hot are properly forwotd-looking, 

S except for values for coSt of capitol and depreciation, which SST developed and 

6 wblch we hive ~- We hive used lhoK values to apply HAl RS.Oa, wilhout 

1 thangiog its logic. 

8 The following clwts show lhc MCUAT&T results and the GCO results for 

9 both UNE prices and unlvernl ~ervice support l<vels. 

10 

11 
12 

I ) 
14 

15 

16 

11 

18 

19 

20 

21 

u 

24 

2S 

AVO. LOOP 
PRICE 

SWITCHING 
PRICE 

MCI/1\T&T 
HIIIIU.Oa 

1\PPLICI\ TlON 

$9.90 

s ).71 

7 

GCG 
HIIIIU.Oa 

1\PPLICI\ TlON 

s 20.14 

s 7.00 
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MCUAT.tT 

BENCHMARK HAl R 1.0. VCO HAl IU.Oa 
SIMO APPUC/o TION' APPUCAnON1 

(RIC);;- (SOOO.} 

Ac•ual UI\Mnal 
Service Support: 

I . 

2. 

] . 

Primlty 
Rnldeocz s 31 .00 s I) )45 S IOJ,7U 

Lion 

Sb1&1< Line 
But'-s 51.00 II 511 

Llnu 

Tccal I) 1)6] 10<.219 

T1w ..-tctlcaod Ia lhh table~ co Mt. Wood'• pooltlan.,.. bo><d on ct.c 

IUOa_expetUe_wltcwlltrJ<IJ modlllc which II pet1 or the Wood-filed IIAIIU.Oo Model 

o.. bh Rlod CO.ROM. Mt. Wood ,.... • bc-ndlmllt: .... ,. or so oo ror bolh 

Prim&JY Ralclmcc LIM• and Siri&J< U... f)qsiom Liflc1. Thb mutu in lOCal ..,...1 
"'''P"'\ofSOOO .-.~~>< : !At t-1*1'• coc1ia1 d ..,.h lhll, l!lh< lnpu1 hentbnwb arc 

SO 00, 11M Model tcpOIU SO.OO of """""" 
In oddli!Gn. the Wood-lllecl CO.ROM con11i111 an oultNI file (FLBS_FIL.xb) 11\al It 

dllrmnt liom lhc one lhal b procMood wtoca HAl '-01 Is N\. Eldtlbh DIW·J tcll«u the 

ume valua !or Raldcncc (end Bwlnc11) utq.e per llnc u IIC r<portcd In FLBS_FlL.•b 

Hownw, cbat (II< ....,.... co !Delude - loci< modotlcl:lolu end 11 lew - mor, u 

compoml10 11M GUqiUl or HAIIU.Oa. Noncdlcleu, •hen Dl end Ul ll'flcput., 

FL8S_fll_xts .. ba I wt ~ ror l'rimor)' Rooldcll<c Llnu end S"'tlc u... Bolln<u 

Lines, rdp<Cdvcty, 1 IOtaiiiiiiNal USF su;opon or SU,ll6,1l6 OJ ._putcd 

A--.. orDLC I)'IICmJ, Eldtlbh (OCO·I7} 

• 
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l Q. 

4 A. 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

IH 

19 

~0 

ll 

~2 

2J 

24 

2S 

I V, 

Tbt Allli)'X! Pctformnl 

!'LEASE DESCRIBE THE ANALYSES MADE BV GEORGETOWN. 

We examined HAl R.S.Oa In order 10 t':tcrmine how UAis aiTeel ,.....Its. We 

identified groups o( UAIJ that are n:l&tcd by lhc Model's Josie and "'C ICSicd !be 

Model's sensitivity 10 dlan!U In the values for thole groups. For example, IIAI 

R.S.Oa util~ seven! UAIJ (inchldina Inputs 813, 0 16, 846 and BS4 and OS6) to 

determine costs associated wiill Copptr Ftcder lnveslmenl. TI1e n:Jults of IIAI 

RS.Os were considcn:d Knsitive 10 a poop of UAis (such as the croup n:lakd 10 

Copper Feeder lnvcstmmt) if a chlnac in one or moore of the default values for the 

related UAis clwtaed averqe loop price N switc.hina price by ~~~or more. 

For thole eroups of UAb delermined 10 be acnsili~c. "• examined ,.hether 

1he default values chosen for them by MCI and A T&:T n:Occt the conditions of the 

te:ritory of BciiSouth·Fiorida and n:l\cct the cost cw other condnlons reason&bl) 

cxpcaed to occur in the future, Where the default values for those aroups of 

SUAJJ failed that .stand.vd, we fashioned alternative valuu to meet it. We did so 

by looking at curnent cott and other data specific tO DciiSouth·Fiorid•, •lripptng it 

or any embedded ch11111ctcristie.s, and then fashioned the type of forwanl·looklng 

coSl or other dala value ratuln:d for usc by HAl R.S.Oa. FOWI«n aroups of UAis 

wm: clelumincd to be sensitive and In ~ of altemalivc values to n:placc the 

default valutJ by MCi and AT.tT. 

The Hatfield Models we revi""''Cd, V2.2.2, HM RJ.I. liM R4.0, and HAl 

RS.Oa, each have !heir own UA I dalllb&scs con~alnlna dcfauh values We 

compand the default values for cauln UAis common b<Nun Appendix SO (the 

UAl database &SIOCi&tcd with V2.2.2), Appendix B·l.l (the UAI datab&K 

9 
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woc:lald wilh HM RJ. I), Appendix B-4.0 (the UAI clawO.U<: wociated ...,;th 

2 HM R4.0), a.-)(! Appendix 8-S.Oa (!he UAI clalaba>c usocoated with HAl RS.Oa). 

3 We mldc lhlt comparbon in order 10 tul the consistency of the clc:fault values 

4 contained In aU«CSSivc UAI databases. 

s We applied 1-W RS.Oa on !he basis of the alternative voJucs that we 

6 developed for the SUAJs. Thus, we applied HAl RS.Oa ~ on ilo lo&lc. but abo 

1 on the basis of values for the SUA Is that n:Oec1 th<, condotions of the tc"itoty of 

1 BeiiSouth·Floricla and thai rc.Oect cost or other co :ditions r:.>sonabl) •~peeled 10 

9· occur In the future. 

10 V. 
II Scuslrlve In pull: Valun Selected 
12 for Certain Uur Adjustable 
13 Inputs SiclliJlcanlly Aftm Pri«:S a od 
14 Uo!ftnal Str.lce Support 

IS Q. 

16 

11 A. 

PLEASE DESCRIBE THE GENERAL COMPONENTS OF THE MCI/AT&T IIAI 

RS.Oa FILING 

The HAl Model Olin& tMde by MCI and AT&T In tht~e Oockeu consosll of l"'O 

II components: (I) the HAl Model iuc:lf (HAl RS Oa) and (2) the d1tahasco uoed to 

19 drive HAl RS 0&. Since"'~ have ukcn as a I"•" the appliwion of IIAI RS.Oa in 

20 this case, without validatina or endonlna any IIAI Model, the focw proper!) is on 

21 the databases uKd 10 apply HAl RS.Oa. 

22 

2S 

10 
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Q. 

2 

A. 

PLEASE IDENTIFY THE DATABASES USED BY TilE MCIIAT&T HAl R5.0a 

APPLICA110N. 

There arc wcntlally IWO wllbua used in the MCI/AT&T HAl RS.Oa 

4 Application: (I) a volwninous set or ciiiSICf dala11 rtlated to Florida 111<1 (1) a set 

S of dala val txt that make up a UAI database. The v&IUC$ for the ciWict dala ate 

6 fixed, l.t , they arc DOt tnundcd to be usct adjlalable. The values for the UAis arc 

1 not fiXed. Indeed, they arc dCJigncd to be adjWied to rtOcct the conditioru or the 

8 c:atTiC1' for "'hich prices arc beina developed We focused on the datA values f.>r 

9 the UAIJ !hat make up the UA I database 

10 

II Q PLEASE DESCRIBE 11~E MAKEUP OF THE UAIJ. 

12 A. Appendix 8·5.0. to the HAl RS .Oo model docwncnt>11on Identifies 201 UAis 

IJ These UAis arc Identified In Appendix B·S.Oa as 81 through 8201. 

14 As defined In Appendix B·S.Oo, eAch UAI hu one or more data valun 

IS assoclalcd with lt. For example, UAI 01, NID lnvC$tmcnl per line, luis nine data 

16 values usoclalcd with It Similarly, there nrc two dlllll •alucs associAted "itn UAI 

17 B7, Tennlnal and Splice lnvcstmcnl per line. 

II In total, Appendix 8-S.Oaldcntifics about 1,075 dllll ' 'alucs uiOCialed w1th 

19 lu 201 UAis. Those data values arc the default values lhllt HAl RS.Oa uiCs If no 

20 other data values art substituted for any specifiC UAI . These default values &r< 

21 acncric in natute and national In sc;opc, IIKIIar&ciY form the basis for MCI and 

22 AT.tT filing.s In nwnC1'0Us states across the nation. HAl RS.O. is dcslaned. 

2l howcYC1', ao that dala valuca for UAit can be custOmiud 

2J ' CluJtcr data Include• Information conccm•n& customer COWl'<. locat-• and ~~11eol 
2S chancteriuia of the tcrVkc tcm!Of)'. 

II 
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19 

20 

2t 

Z2 

H 

2~ 

2S 

Q. 

A. 

Q 

A. 

ARE lliE UAis READILY OBTAINABLE VALUES. OR DOES A USER OF 

1liE HAl MODEL HAVE TO MAKE OlliER COt.IPUTATIONS IN ORDtR 

TO DERIVE TilE INPUTS? 

Most, if not all of !he UAis arc themselves tl.e n:suh or olhcr computations. for 

example, !he development or UAI 181. NID Investment per Line. mjulrcs 

compuwlon of _'\c components of a NID and drop. includin& !he peot«tor and the 

inlafau, to <IUUrc lhaJ the UAI derived for UlC by !.he model is eoruinent ,.,lh 
me use made of It by !.he Model. In m.tny orutanus. it is nc«U&tY to pcrfonn 

aralyses and make compu~ations from n:lcvant and apccific information from 

_BeiiSoulh·florlda In Older to develop the proper value for the UAI. Tioc point Is 

that the UAis required by the IIA I Model are not n:adily available "on·the·shclr' 

values- they miiSl be eazd'ully dcvolopcd. 

PLEASE DESCRIBE lliE SENS111VITY ANALYSES YOU PERFORMED. 

Aa noted c&rllcr In this testimony (sec Pon IV). the logic or IIAI RS.Oa tn:au 

cer~ain UAis u related. We identified the &roups or rcloted UA is. and we ron 

I:'W R.S.Oa to detennine the degree to which dances in the defauh values 

associated with those poups aUKd !.he output of llAI R.S.Oa to \01)' in o 

mcanlnaful -.ay. Specifically. we looked o.t the default nlucs for a aroup of 

related UAis. adJUSted me values ror those related UAis up or down and. holdona 

constant the defauh Vlllucs for all other UAis. ran HAl RS.Oa to detennine whemer 

its rc~ults were sensitive to me chana• In those default values. We defined 

sensitive 1o mean thallhe chanac In the data values fot the related UAII within a 

JIOIIP caused lhc output ofiiAI IU.O.. namely. ncraac loop price and aaarcaatc 

switch ina price. to chanac by 1% 0< rncu-e. We focused on thoac aroups or related 

UAis lhaJ bolh appcved scnJiti•c And for 14hlch one or more of lhe default valucs 

12 
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for the Jl'OUP appeared questionable. Thus, the croups of related UAis that v.e 

2 have identined &J scruitlve (Le. , that arc SUAis) arc ones tlat (I) have one or 

J more quCJiionablc default values and (2) clwlae average loop or aasreaotc 

4 switch Ina price 1% or more when alternative values arc substituted for the 

S questiooable default values. 

6 

7 

a 
Q. 

A. 

WHAT RESULTS DO YOUR SENSmVITY ANALYSES SHOW? 

Our sensitivity analyses show that 14 groups of related U,\ls, encomp.wing about 

9 10 out of201 specific UAis, arc sensitive. The remaining UAis do not 

10 Individually or &J a sroup slgnlfiC4ntly ofTcct the end result or applylrog II AI 

II IU.Oa. At~ &J Exhibit_{OCO·I), and Incorporated herein by reference, iJ a 

12 liJt ldentifylna the 14 aroups of related UAis that arc scru11ive, 1 •, that idcntofics 

ll 14 Jl'OUPI of SUAis 

14 

IS Q HAVE YOU TESTED TO ENSURE THAT THE INSENSITIVE INPUTS. 

16 TAKEN TOGETHER. PRODUCE NO SIGNIFICANT CHANGE IN TIIC 

17 OUTPUT OF HAIIU.Oa? 

II A 

19 

20 

21 

22 

23 

24 

2S 

Yes. We chant;ed each default value of the insensitive UAis in a direcuon that 

dcct'C&SCS loop and 5Witching price. We adjusted them in ~ magnitude that cannot 

necessarily be deemed to be within a ranse that is rcuonoblc. Moreover, we ,.n 

!!! or these changes IO&cther in combination. On a combined b&Jls, the total loop 

and switching price decreased by less thoro S I. 

13 
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Q. 

l A. 

4 

WHAT CONCLUSION DO YOU ORA W BASED ON THE SENSinVITY 

ANALYSES 1HA T YOU PERFORMED? 

The default valua scleeled for !he 14 poups of SUA Is bve a sisnilicant effect on 

the ruulls derived by appl) 1ng HAl R.S.Oa. TMn:fon:, it is essential that the data 

S values selected for usc with those SUAis n:Oeet the eonditiOIIJ of the ~ITitory of 

6 BciiSouth·Florida and renea eos1 and other conditions rcuonably cxpeeled 10 

7 occur '" the f= Dw.:rwUe. the CommiQion ,.;u 1101 ha• c cine loped loop and 

8 switchlna prices and uni~cnal service IUJlPOft levels that arc specific 10 the 

9 trnitory of BciiSoutJI.Fiorida and reasonable for usc In thi~ cue. 

10 Q. YOU HAVE PREVIOUS I Y fNOICA TED THAT THE MCUAT&:T I lA I RS.Oa 

II APPLICATION PRODUCES AN A VERAQE LOOP PRICE OF $990, 

12 AQQREOATE SWITCHJNQ PRICE OF $3.71 AND TOTAL PRICE OF Sl 3.61. 

I J WHILE TilE CCQ HAl R.S.Oa APPLICA TJON PRODUCES AN A VERAQE 

t~ LOOP PRICE OF $20.14, ACiOREGATl! SWITCHING PRICE OF $7.00 AND 

IS TOTAL PRICE OF $27.14. YOU HAVE ALSO INDICATED THAT YOUR 

16 SENSmVJTY ANALYSES IDENTIFY I~ GROUPS OF SUAis CAN YOU 

17 INDICATE HOW THE DIFFERENCE BETWEEN THE AT&T HAl R.S.Oa 

II APPLICATION ($13.61 TOTAL) AND TiiE GCO HAl R.S.Oa APPLICATION 

19 ($27,14 TOTAL) IS ACCOUNTED FOR BY THE 14 GROUPS OF SUA Is? 

20 A. Yes. The chan on the followina peac Jhows how the 14 poups of SUA Is oeeount 

! I for the n:latlvc dlffcrcncaln avcraao loop and aean:ptc switehlna prices between 

22 the MCUAT&:T t<S<~It ($13.61 toul) and the OCO rcsuh ($27.14 total). The 

2J rceonclliallon Is 1101 aaa. h . , h docs 1101 lldd up cuctly to OCG's HAl RS Oa 

!4 Application mult of S27.14, bee&wc the relative differences shown In the charT 

2S below for each of the 14 SUA! poups arc ealcub~ed on a stAnd·alone basis by 

14 
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maldng 14 ~model runs. The most precise appl:ution of HAl RS.Oa is co 

1 utilize alternative values for all 14 of lhc: SUAis all 11 lhc: same time in one HAl 

J R5.0a run, 50 t111t cad! ahcmacive value afTecu the other intcrletively. Of cour1e, 

4 GCG hu done euctly that in ordct to establish iu raulu from lhc: GCG HAl 

S RS.Oa Application ($17.14 total). However, such 1 melhodoiOJIY docs not show 

6 lhc: rdativc efTccu of each oflhc: 14 SUAI ~ps. 

7 

• 
9 

10 

II 

12 

IJ 

14 

IS 

16 

17 

II 

19 

20 

21 

22 

ZJ 

24 

2S 

MCVAT.tT KAtiU.OI Ajlpllcalloa 

ItA I IU.O. DefauMlorlcla Ravh 

t. NIO .t Drop 

2. Ttnnloal A Splice 

) Distribution lnva~m<n~ 

• ~F-1.-

' f•btf F- ln'UIIIIml 

6. Structure Pl""mcnc 

·, Stnlal.ft Sbarlaa 

I Copper A Fiber Fdl FICIGn 

9, DLC 

10. lntctOtrJCe ln\'C1tm<nl 

II $"'1tthllla foaon 

12. El<pcnu foaon 

tJ. Cots o( Capital 

14. O.prcdaricn Llvtt 

Cumulltlve Etrccc 1·14 (SIIIII) 

OCO HAIIU.Oo Apphc~ 

1M2 

$9 90 

S l0.S7 

s 1.27 

(0 12) 

110 

0 4Q 

(UI) 

042 

196 

010 

l .l) 

(006) 

(001) 

l )J 

Ul 

0$9 

s 10.26 

s 20 •• 

IS 

Ag. Swhrhbll Total 

s ).71 S 1J61 

s J 97 s 104 

s (00)) s l.ll 
004 (0.71) 

(006) ... 
(0 II) OJI 

001 (020) 

001 00 

(006) 190 

000 0 10 

(0 ().1) 1.21 

(00$) (0 II) 

099 091 

1.41 P • 

0~ 201 

0)$ 0,. 
S JOO s 1326 

s 700 s 27 14 
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Q. 

) 

i\ . 

CAN YOU INDtC:ATE THE DIFFERENCE IN TilE UNIVERSAL SERVICE 

SUPPORT LEVELS RESULTING FROM THE MCUAT&T APPLICATION AND 

THE OCO APPLICATION OF HAl IU.Oa? 

Yes. The chan below .tlows how the 14 srvups or SUAts ruhloncd by OCO 

S affects the univctUiatrvkc suppon lcveiJ c.omputcd by HAl IU.Oa. This chon 

6 shows the agueptc results only and docs not .tlow the individual effect or coch 

7 individual STOUP or SUAIJ. 

7 I. 

l . 

9 J 

10 
II 
12 
13 
14 
IS 
16 
I 7 
18 
19 
20 
21 
22 
23 

2~ 

2S 

TCIW 

OI!NCHMARK 
SIMO 

s )1.00 

51.00 

M.CIIAT.tT 
HAl R.S.Oo 

APPLICATION' 
(SOOOt) 

s I),G4l 

1),06) 

OCO IIAI IU.Oa 
API'LICA TION' 

(SOOOt) 

s 103.761 

Sll 

IG4.l79 

Tloc - nlloel.d Ia dus tobk ~ 10 Mt Wood's poollloo .,.. bAwd .. dw 

IUOo_t>p<NC_wim:.....,..Jlb modult wt.lch b J1111 ofdw llo'occl-fikd IIAIIU Oo Model 

On his Ol<d CO. ROM. M.t. Wood uta 1 bcnclunllk value or SO 00 for bach 

Prlmuy lWidcll<f Linu and Sinllo Line Owlntu Lines. This nsulu In totAl IMU.OI 

support or so.oo slaoe dw HAt Model's codi11Jb ouch that. ir IlK Input bcnchmllkl on 

so oo. tbo Mocld rtporu so 00 or JUiliiOn. 
In odd•- die Woccl-llltd CO.ROM c-. 111 output tile (FUlS FlL>.b) that II 

<liiT<r<nl &om 11w- dolt b I" .,,.., •hom HAl 'All b ""'- E.dublt OJW., rdltru 1M 

oamc Vllucs f0< Ralclonco (ll>d BINI_,)....,. per lloo u on nponod In Fl.OS_Fluh 

""""-· IIIII Ok ""'*"' 10 iacNIIo- lotj< modh.at_, IDd u luu- <rrOt, u 
compond 10 tho ...... or HAl IU Oo. N-dwlcu, ,_..... Sl I and S5 I an lnpulln 

Fl.OS_Fll..xb u bon<lomllk Ylksa (Ott Primlry Ral~oncc Litl<s ll>d Slqlo Lin< Dusitl<sJ 

Linto, resp«tivoly, 1 lOlii ..W USF 1uppor1 or S U,IIU26 is computod 

Avtll&< of DLC oyotm~, Exhibit (0<:0.17). 

16 
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Q. 

2 

l 

4 A. 

s 
6 

7 
I 
9 

10 
II 

12 

ll 

14 

IS 
10 
17 
18 
19 

20 

21 

22 

2l 

24 

lS 

00 MCI .-.NO AT.tT APPEAR TO AGREE lliAT IT IS VALUABLE AND 

APPROPRIATE TO SUBJECT THE HAl MODEL AND ITS DATABASE TO 

SENSITIVITY ANALYSES? 

Y~ In IUs prenled testimony in GcofJia Public Service Commission Ooc:ke1 

No. 7061-U, Mr. Wood extolled rhc virtue' of HM R3.1, rcmarlcina thor ics 

openness aod availability allow BeiiSoulh 

to pin an undcr11andina of how rhe Hatfield Model works. to review 

all inpucs and wumptloru; and to ddennlnc which inpucs and 

W11mpliOM lla~c a sipificant dfoct on lhc Model ourpuc.s (Wood 

le4timony, GcofJla Public Savke Commilslon Doc:ket No. 7061·U, 

p.4. 1.20 10 p.S, l.l) 

In an earlier Gcorala Public Service Commlaslon Doc:kct, in "'hich Mr. 

Wood testified on bch&lf of AT&T in ic.s Georgia arbitration case "irll OcllSourll. 

Mr. Wood sutcd lllat 

(b)ccause the Hatfield Model is p<Jblicly available and ics inpuc.s can 

be varied by lhc wcr, II Is possible 10 dl...,.ly cvaltalc the llarlicld 

Model for eccuncy and to asce1Uin the KnSltlvlty of the lla1field 

Model to chanaes In various inpucs. (Wood teslimony, Gcoraia Public 

Service Commission Doc:kct No. 6101-U. Tr. p.81 2, 15 to 1.10.) 

As we have on othn occasions, v.e lif" wirh Mr. Wood char tcnsitiviry 

analyse. or rlle HAl Model, particul.vly 11Uiyses directed 10 the dofaulr values for 

the UAis In the UAI dac.boo$c, arc a valuable exercis.c. 

17 
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2 
l 
•I 
< 

6 Q. 

VL 
laappropriale Results: MCJ and AT&T ~led Valua 
for 1M s.uluYe Usu Adjucablo lapuiJ Tbt Do Not 

Rolled BtiiSoulb·Florlda Conditions o r CondltlonJ 

ReasouL.y Expeeted to Occur In the f'ucure 

IN YOUR OPTNION, AR.E 1liE RESULTS OF 1liE MCUAT&T IIAI R.S.Oa 

7 APPLICATION APPROPRIAn: FOR USE IN 1lll!i CASE7 

a A. No. 1llosc results arc not appropriate because the :on and othor cb!ll values MCI 

9 and AT&T baYC sclc<ted u default values for the SUAia do not reflect the 

10 conditiocu of the tari!Of)l of BciiSouth-Floncb conduions and arc not rc.uonabl) 

I I reflective of foi'W&ld·lo<.kina CQSt aod Other conditions. These failures uusc the 

t2 AT&T HAl R.S.Oa Application to be: inappropriate for usc in this c.uc. 

' 
ll Q. PLEASE EXPLAIN WilY 1liE COST AND OTIIER DATA VALUES 

I ~ SELEcn:D BY MCI AND AT&cT AS DEFAULT VALUES FOk TilE SUAb 

IS AR.E NOT APPROPRJATE. 

t6 A. HAl R.S.Oa is dcsiancd 10 be: applied on the buis of cost and othu data noucs for 

17 UAb that (I) reflcc:t the conditions of the tCfl'olory of 8tllSouth· floncb and 

IS (2) reflect conditions that reasonably can be: expected lo occur in the future It 

19 should be: applied on that bulL In the Gcorai• Public Service Commission cost 

20 docket. Mr. Wood obfcn.cd that 

21 a fundamental bsuc with any cost study is the ontcarity of the 

22 Ul\lmptlons, calculations and input \llues UJcd to dcvdop the 

2l ultitn&k outpull. (Wood testomony, C«>rai• Publoc Service 

14 Commission Docket No. 7061-U, p. 7, 1.10 10 1.11.) 

II 

' . 



2 

J 

4 

Q. 

A. 

DO THE COST AND OTHER DATA VALUES THAT MCt AND AT&T HAVE 

SELECTED FOR THE SUAb MEET THE STANDARD YOU HAVE 

DESCRIBED? 

No. We have rcviO\ .:d the cost and other data v1lucs that MCiand AT&T have 

5 used as default v&IUC$ for the SUA Is. Those values do not meet the sumdard we 

6 have deKrlbcd. 

7 A!Uched II) this testimony arc 14 exhibits, one for c.ch or the 14 SUA I 

8 groups that we have idenlilied in Exhibit_(GCO·I). These 14 cxhibit.s, 

9 designmd Exhibii_(GCG·3) throuah Exhibit_(GC0-16), Pre incorporated into 

10 this ~imony. A portion of each of the El!_hiblts shows that, for 111<: SUA I group 

II in question, the cost o.r.d other dal4 values used by AT&T a.s default values for the 

12 SUAIJ fail the standard we have described. 

13 VJI. 
14 A Comparbon: Dofoull V1tuu for User 
IS Adjustable Inputs Common to 
16 DIITerent RAJ Model DatabDJtl 

17 

18 

19 

20 

Q. 

A. 

HAVE YOU PERFORMED OTHER ANALYSES THAT SUGGEST mAT mE 

DEFAULT VALUES fN APPENDIX B·S.Oa FOR SUAis MAY NOT BE 

REASONABLE? 

Yes. MCI and AT&T sometimes points 10 the (oct, a.s they did during o Hotlield 

21 Model wotbhop held in <kotgi•. that SUC«$Sive versions or the Model hove 

22 produced consistently close avtnic loop prices. The con~ntion oppears 10 be that 

23 the Model therefore 511ould be contidercd "'validated." 

24 It appean to us that the consistently close overage loop prices arc more 

2S likely due 10 signiliC4111 (downward) ch.inges that have been made in UAI 
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databases usoci&ted with sucecs.sive versions of the Model. In •!her word•. later 

2 results appear eonsimnt with earlier results because of (dOwnwvd) ehange1 in the 

J UAI dstabues for later versions of the Model, not because auettsli•e version• of 

4 the Model would olherw,.'C produce similar results. 

s 
6 

7 

8 

9 

10 

II 

12 

IJ 

14 

I • 

16 

17 

18 

19 

10 

21 

2:! 

2) 

!~ 

2S 

Q. 

A. 

PLEASE EXPLAIN YOUR 08SER VA TION. 

The dim below shows the raults or an analysiS we pcrfonnd The version of 

the Hatfield Model known u V2.2.2 hu a UAI datobasc associoted with it, 

Appendix $9. HM RJ.I also hu a UAI database usoclated with il, Appendix 

9·3.1, u docs~ R4.0 and HAl R5.0a. ~W~~ely, Appcndtx 8-4.0 and Appendix 

B·S.Oa. Each sueceedlnr. Model, applied on the basis of its usoclated UAI 

database, docs, iodco:d, mocbdy chan,e the "mae loop price and annual 

universal auppon levels produced by the prior Model . However, it appears that the 

reason that results from later versions of the Model do not show e\ en grut•:r 

changes. namely inacascs, from results from earlier versiotU of the Model Is 

because of adjustments (mostly downward) in each subsequent UA I dauabue. 

'Jlo.at coodusion is sugcsted to us by the results we obtained when "e ran 

UM RJ.I on the basis of the UAI database ossocioted with ~n earlier vcnrons of 

the Model .• namely, V2.2.2. And, that conclusion was confirmed when ,..., later 

ran HM R4.0 and HAl R5.0a using the UAI dotabue usociated with HM RJ I 

and then with the UAI database associated with V2.2.2. Specifically, we Isolated 

those UAis common betwun the V2.2.2 UAI datab31: (Appendix SB) and the 

HM RJ.I UAI dttabne (Appendix 8 ·3.1), and then ran HM RJ. I using the V2.2.2 

UAI values for these common UAis. We next iJolated rhose inputs comrnon 

between the HM RJ. I UAI da••buc {Appcndox B·l. l) and the liM R4.0 UAI 

database (Appendix 8-4.0), and then ran HM R4 .0 using the liM R). l lJAI values 

20 
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fur !bose common UAIJ. We I'1JI UM R4.0 wins the APJXndl~ SB UAis common 

2 between V2.2.l and HM R4.0. Finally, we followed the same prooofure for HAl 

l R.S.O.. wins inpuiS from prior HatOeld Model Releases. We found the resuiiS 1o 

4 be n=vealina. u shown by the following chon. 

s 

6 

7 

a 
9 

10 

II 
12 
l l 

14 

IS 

16 

17 

IS 

19 

20 

21 

22 

2) 

24 

2S 

Q. 

A. 

DaiJI Duo 

2.2 

) .I 

•.o 

Hallltld Modrl Vonloa 

-•L 
(UnlV<B&l S<fvkc Support ($ mlllionsl)1 

S 7.) S 24 I S .,.2 S 2A I 

16. lll 

27.1 

H' 
11 .4 

ILl 

Ullna cb< dcr..lllnpuu dcrh-.d by AT.U fer ndii!IOdcl Cld 

I btnchmalt luppor1 lcv<J O( $)1 J.ct primary ruldcncc IIIIC 

and SSI per •malo butlnm l•nt per month. 

WHAT IS TilE SIGNIFICANCE OF WHAT YOU HAVE OBSERVED? 

As the chan shows, had the valueJ for UAis common bc"'-.:cn V2.2.2 and 

HM RJ.I remained the same, the universal scrvlce support would hoo•e risen by 

516.8 million (from $7.3 million 10 524.1 million). lnstelld, as a resuh of changing 

the UAI da~. HM RJ.I (wina liS new UAI database) produces a 59.1 milliot1 

increase In universal support (from 57.3 million 10 516.4 m1llion) . In addnion, if 

the values for UAb common bciWCCn HM RJ. I, liM R4.0, and IIAI R.S.Oa had 

remained the same, thc ••«&&C uni~enal acrvi<:c 1uppon would hne riKn by $9.1 

million (from $16.4 million to $38.1 million 10 $2S.S million, respectively) 

lnsuad, u a ruuh of dwlaint the UAI database, HA l RS Oa ,~""i its new UAI 

database) lol!.ers lhc universal service support by SS.I mill ton (from S 16.4 million 

10 527.1 million 10 511.3 million, rapec~lvely). And. Onally, If lhc values for 
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2 

) 

4 

s 

6 
1 

• 
9 

10 
II 
12 

I) 

14 Q. 

IS A. 

16 

17 

18 

19 Q. 

20 A. 

UAis common between V2.2.2 and HAl RS.Oa bad remained~ same,~ 

unltenal aavicx wppo<t would ban risen by Sl7.5•milti~r. (from $7.3 mollion to 

$24,8 million). No<£ that tbcsc vatucs ate based on the ckfaulc monlllty bcnehmarlt 

suppon levels of Sl l for Primaty Residence Lines and SSt for Single Line 

Business Uncs. 

vm. 
Reasouble RaaJIJ: CCC Applies HAl RS.Oa Bucd on 

Vatua for Se.ultlve User Adju.:•ablc lopu11 

that Recn..:r lkiiSouth·florida Coodltlona and Conditions 

Rusonably Er:pcctl'd lo O«ur In I be Future 

PLEASE EXPLAfN THE GCG HAl RS.Oa APPLICATION IN TI liS CASE. 

We have applied HAl RS.Oa on the basis of alternative values for the SUA Is that 

we developed. We developed values tbat rcOcct ~ost and other conditions of the 

territory of BeiiSouth·Fiorlda ond that rcOcct cost and other conditions thot 

reasonably can be expected to occwr in the future. 

WIIA T VA LUES FOR THE SUAJs HAVE YOU USED? 

AtiiChed u Exhiblt_(GCG-2), and lncorponlted herein by reference, is • print-out 

21 of all~ values for lllc UAb, s.:nsitive and ins.:nsujvc, that we US<d to 1pply IIAI 

21 IU.Oa. 

2J Q 

A. 

WHAT R£SULTS DOES THE GCG HAJ RS.Oa APPL.ICATION PRODUCE'? 

The following clllr\ compatc~ the results from the GCG HAl IU.Oa Applkat1011 

lS and lllc MCI\AT.tT HAl RS.Oa Applicadon. 

11 
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I 
2 

l 
4 

s 
6 

7 
a 
9 

10 

II 
12 
I) 
14 
IS 
16 
17 
IS 

19 
20 

21 

ll 

24 

A•cta&• Loop Price Prr Line 
Ptr Monell 

Swildllq Pnct Pt IJDc Ptr 
MQQIII' 

T acal Cb.qo Ptr LlDt Ptr 
Molldl 

AMual Ulli...u! Service 
Sllppon for Prillluy Residence 
& Sin&lt LIM BIISincu 
Clls-.u-' 

MCVAT&T 
HAIIl5.0. 
Apphcatoon 

s 9.90 

s ) .71 

s 1361 

s 13.06).000 

oco 
HA11l5 0. 
ApplocaliOtl 

s, 20 14 

s 700 

s 271 • 

s 10..279.000 

I Pap l or lhc Kill Modd ll5.0o doalmcnalloD led!ca•n tlw tbc -1 

a>mputcs <cotl for (-.en (14) tiNEa. The model aiJo I"'"idcs a .......-y 
of the tiNE I'IIU for loop lnd lOIII coot, bach upruud In l<m>t of coot per 

lino per monclo.. Tho dltf~ bctwttn the tocal ""'' of oil UNI!J Md tho 
-.1 loop ..,.. b prtY'OI<d in dlh tal>lc u "Swttothlna Pnct pet Lint pet 

Mooa" Wo ; ' •dn tlool dlb b M -cptprc IIUft\bn rdlca., m•lllpk 

UN1!J That b no &lnalo &witdllq tiNE priced It lhc lndocaud ral< pet line 

per m<MU/1. 

' Usina a bcnd1nw'o: "'JJPP''lnrl of SJI pet pnmaty ruldcocc llnr Md SSI 

pet U...k - ..... pes .....:h. 
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I 
2 
3 
4 

s 

6 Q. 

rx. 
The CCC llAI R5.0a Application Resulu 

In Prlca that Are Sped Oc 10 the 
Coadlllou of lkiiSoulh·florlda. 

Fonran:I-Looldac aad Rauooable 

DOES THE GCO HAl RS.Oa APPLICATION R.ESUL T IN LOOP AND 

1 SWITCHlNO PRJCES AND UNIVERSAL SERVICE SUPPORT LEVELS THAT 

I ARE FORWARD-LOOKING? 

9 A. Yes, with the provision that we have not valida<ed the computations within the 

10 model. 

II Q PLEASE EXPLAIN WHY TilE GiCG IIAI RS.Oa APPI..ICA TION R.ESUL TS IN 

I! LOOP AND SWITCHING PRJC£S AND UNIVERSAL SERVICE SUPPORT 

13 lEVELS TiiAT ARE FORWARD-LOOKING. 

! I A There ate lhrff (tatum fl) the GCG HAl IU.O~ Appliution that eruurc thai iu 

IS results ore forward·looklna. One, the llrueture and losic of II AI RS.03 purport co 

16 rencct a ll:lecommunieations nctwodc of the futurt. 1 t. a most efficient net"ork 

17 built from scratch, usina fatwatd-looluna t.tchnoiOII)'. usunun; only 

II &IISouth-Fiorida'a Ctblina wire ccnccn The GCO llAI RS Oa Apohwion leaves 

19 tlw feature of the mockl untoU<hcd. Then: fore. of I he Commiuoon dec ermines that 

20 the Josie and slnlcturc of liAI RS.Oa properly renecc the cechnology of • 

21 fatwatd·lookina networit. the GCG HAl RS.O> Appllcacion ~~ equally In that 

22 characteristic. 

~l Two, HAl RS.Oa I.SJUltiCS "l'W'l•hu of malen&l• c:onupondina to ots 

!4 hypothetical nn,.'Oflc dcslan. The GCO HAl R'-Oa Applicaclon lea>e:s chooe 

l S quantities undwl&ed 
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Three, HAl RS.Oa calls for cost Md other data vahl~S IWOCiated with its 

2 UAI database that reflect conditions that rca.sonably an be expected tO oe<:ur in 

3 the future. The GCO HAl RS.Oa Appllcalion fa5l•ions value,~ for the SUAis that 

4 reflect the c:ondhlons of the territory of Bci!South·florlda and that arc reasonable 

S and foi'W1U'd-lookina. Those values are bued on cuiT'Cnt Be11South·Fiorid4 data 

6 that have been carefully developed to ensure that no embedded eon or other 

7 embedded ch.anlclcrbtics ate captured. The OCO altcmotivc Vlllucs rcflrct current 

8 condilloiiJ In BciiSouth·floridl's territory, butmbo condilioM reasonAbly expa:ted 

9 to oe<:ur in the fUture. 

10 

II 

12 

13 

I ~ 

IS 

16 

Q. 

A. 

CAN YOU ILLUSTRATE TilE STATEMENT TliAT YOU MADE 

REGARDING THE OCG HAl RS.Oa APPLICATION BEING BASED ON TilE 

CONDITIONS Oli' TilE TERRITORY OF BELLSOUTH-FLORJDA AND 

RESULTING IN REASONABLE FORWARD-LOOKING PRJCES? 

Yc,~. AJ an e.umple, we will focus on UAI BIO to illustrate these points. 

SpcclOcally, we compare MCiand AT&T's default vtlucs for UAI 810 to the 

tltetnllllve vtii1CJ GCO hu Ctlll\ed for UAJ B 10. The comparison reveals (I) that 

17 the GCG altematlove values reflect the conditions of the terri tot)' of 

18 BcliSouth·Fiori!Y. while the default values used by AT&T do not, and (2) that the 

19 OCG alternative values reflrct conditions reasonably expa:ted to oc:c:ur in the 

20 future, while the default values used b)' MCI and AT&T do noL 

21 UAI B 10 bone of the eleven UAis in the SUA I JfOup for Oistributl01: 

22 lnvesunent (~ Exhibit_(GCO.S)). UAI BIO iJ Copper Distribution Cable, 

2J Slfoot, dcnncd by HAl RS.Oa (Appendix B·S.Oa) IllS the con per foot of copper 

24 distribution cable, as a function of cable si:r.t, including the costs of engineering, 

lS in1tallation and dc:llvcry, pluJih< coSt of the able. 

OZ929 



The clan below compares valu= for UAI 810 developed by MCVAT&T 

2 and OCO. "Default" ~nccu MCVA T&T values and "BST·Fl.. Specific" rcOccts 

3 OCO values. 

~ 

6 
1 

a 
9 

10 

11 

12 

I) 

14 

IS 

16 

17 

18 
19 

20 
21 
22 

UAI 810: Copper Ohlrlbatloa C• blt, SIFooc' 

CabJo Slu O.faull BST·fL S~!!!;llic' 

6 s 0.6) $1. 14 

12 0."6 121 

2S 1.19 160 

50 1.63 Ul 

100 1.50 ).39 

lOO 4.2$ 516 

4110 6.00 10 4) 

600 7.75 .,,. 
900 1000 21 29 

llOO 1200 27 64 

1100 1600 ~90 

2400 20.00 522) 

' f01 eot14*oblt I"" aim. UAI 056. ""S'P" f«d<t ubi< COli. would r<l\ccl 

diO ...... ,..._ .. - llsltd In dlh ....... 

• OST-I'Vspcclllc Vllua lntludc rcnnlniJ..,., aplic~~~&o .,bctuJ o.r ... h 

nlun do not. A«cnlin&Jy, as -.1 In Eldllbit_(QCO_.), the 

BST·FL1pcc:lllc valUe for coot or ,.nnlnal~pllctnc. UAI 07, b SO 

21 For UAI BIO. OCO obtained the cost p<< foot or coppct dimibution c.blc 

24 tlw rcncct.a the 2!.!!!!!! cost of such cable to BciiSoulh-Fiorida, including the 

2S tulfttll tOSI 10 lkiiSouth·Fioridl 10 enainw, insiJII and dcliw tlw IYJlC of nblc 
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On lhc olher hand, lhc default values selected by MCI ond AT&T are claimed 10 

2 be bued on lhc "opinion" of ouBide plant engineen. In discovery, in proceedings 

3 in other SlateS, SST hAS asked MCI and AT&T 10 (I) provide 1lllhc back up 

4 p4pers clcmol\$trltlnglhc support for lhc default v1lues usocillrd with UAI BlO 

s and (2) explain In dcllil (wilh supporting papr13) lhe an• lyses MCI and AT&T 

6 made, and lbe resultS lhcrefrom, 10 Cl\lw-e !hat lbe -Jcfault 'alurs wociated wllh 

7 UAI 810 are ICiually rcOcctlvc oflhc condiLiOI\$In !hose states. MCI and AT&T 

8 hove nol supplied answrn, much less support for answel3, 10 those inquiries. 

9 A failure to provide answcn to this type of discovery is porticularly 

10 ttoubli11g in light oflhc chanacs in lhc UAI database for liM RJ.I and HAl R5.0a 

II for UAI 810. The followin.g chart shows lhc change made by MCiand AT&T 

12 from one UAJ database 10 the next, wilh the cxplonotion thai for ceruin Cllble sizes 

1 3 a less coui3C cable gauge was used. No backup docurroenlation or workpoprrs 

I~ WCIC provided. 

IS 

16 

17 

18 

19 

~0 

21 

22 

23 

24 

2S 
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I 
2 

s 
6 

7 

8 

9 

10 

11 

12 

I) 

~~ 

IS 

16 
17 

IS 

19 

20 

21 

22 

23 

24 

2S 

Cbon&d In UAI Databaoa For UAI 010 
101 RJ. 1 to IIAI RS.Oa 

Ill>! RJ.I liM RU .. d IIAI IU.Oa 
Cable Siu .!?.!!!!!!! E.!!!!!! 

6 s 0.63 s 0.6) 

12 0.76 0.76 

2$ 1.19 1.19 

so 1.61 1.63 

100 2.50 2.50 

lOO 4.2.S u.s 
400 1.1J 6.00' 

600 11.25 1.15' 

900 16.50 10.00' 

1200 21 .7S 12.00' 

1800 ll.lS 16 oo• 
2400 42.7J 2u.vO• 

• 

The altenWivc Y>.lucs aaned by OCG for VAl BIO llt'C not only b:ucd on 

cost data that renew the current condhioru of the territory of BciiSouth-Fiorldo, 

they also reflect CON thot can be expected 10 occur in the future. ~re is every 

indication that the~ cost of copper distribution cable, including the cost to 

deliver, engineer and install it, is actually • conKtVative masure of the cost of 

copper distribution cable in the future. It is not reASonable to expect thot the 

installed cost of coppet distnbution cable will go down. 
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2 

l 

~ 

s 
6 

1 

a 

9 

10 

II 

11 

I ) 

14 

IS 

16 

17 

IS 

19 

20 

21 

n 

lJ 

Q. 

1\. 

Q 

1\ , 

PLEASE EXPLAIN HOW YOU DEVELOPED TilE COST fOR COPPER 

OISTIUBtmON CABLE TO ENSURE TiiAT IT IS FORWI\RO·LOOKJNO 

AND NOT REfLECTIVE OF El>iBEOOEO COSTS. 

Copper dlslributlo, cal lc that lw been installed over a numbtr of years is 

recoldcd on Beltsoulh·Fiorida's boob u an invutmcnL Therefore. v.nc it 

nccessary 10 obtain the embedded invcsunent dollat figure pet foot of copper 

distribudon cable, this would be obtained by dividlua the total Investment in 

copper dlslribution cable =ordcd on BdiSouth·F:oridA's books by the 10111 length 

of COi>P" distribution cable that lw been installed o•cr the )caR. Since HAl 

RS.Oa rcquilu_a forward-lookina and not an cmbtdded cost per foot of copper 

distribution cable, we orplicd I dlfTcrclll procedure 10 Obtain the forward-looking 

cost. OCO btgan its analysis by considering 26 a•uae copper ditttibution cable 

and obtained com usoelated with the activity of lnJtalling thi1 li~c of cable In 

1997 This inforrnallon is eont.tlncd In lhc 1997 books and rccon1s of 

BciiSouth-FioridA in the spceirtc field rceordina code usoeiated "'ith the 

i1U14IIation of 26 aauac copper distribution cable. 1'hls data provided Ute 1997 

COliS usociatcd with the Installation of 26 gauge copper distributiOn coblc ond the 

length of cable that wu ons~alled for that )'C11r. We then demcd the curTent (1997) 

cost per fOOl for installation of copper distribution cable for <kh of the cable slza 

This Is prcclscly the lnform.ation thal is required for UAJ B I 0 In Otdct to nW.c it 

BciiSouth-FiorldA lpcclflc, forward-looking and not rencctovc of embedded cosu. 

WHAT POINT DO YOU MAK£ BASED ON YOUR EYAMPLE OF UAI 0 10? 

The altcmatlvc Ylll~JCS for UAI 81 0 developed by OCG a.n: based on conditions in 

14 the IA:rrltory of BciiSouth·FioridA and uc rc&JOII.1blc u forwud·looklna cosu The 

2S bui1 for the default valuct for UAl 010 wed by MCl and AT&l "unknov.n, bul 
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they mGSt ccnalnly are notspccllie 10 !he con<litloos of the territory or 

2 BdiSouth-FioridL M01e0ver. MCI and A 1 &:T provides r.ll explanAtion of how 

J their default values are properly rcncctlve o · reasonable forward-looking 

'' condilio!U. 

5 Q. ARE THE TYPES OF SHORTCOMINGS IN THE MCVAT&:T DEFAULT 

6 VALUES FOR UAI 810 THAT YOU HAVL DESCRIBED IN TI-llS 

7 TESTIMONY ALSO FOUND Wm-t RESPI?.CT TO THE DEFAULT VALUES 

8. MCI AND ATilT HAS CRAFTED FOR OTI rEI! SUAis? 

9 A. Yes. AlthouJh, u you would expect, the exa c deliclenclcs In th< MCUAT&:T 

I 0 dcfiWlt val= rcllltd 10 UAI B I 0 ate 1101 the precise dclicienci"' found in the ease 

II of other SUAls, !he same type and magnitude ,( def1ci<nci., " found in the case 

12 of vinually every oth<r SUAI. All4ched to thi. testimony arc Exhibit_(GCG·J) 

13 throuah Exhibit_(GCG· I6), which addrcs.s ttth of the 14 SUAI groups an~ 

14 idontify some of the delickncics in the MCUAT&:T default valuos U>OCiot<d wilh 

15 those SUAI groups. 

'6 
17 
18 
19 

20 Q. 

21 A. 

" •• 

l) 

l4 

lS 

X. 
Conclusion: H the RAJ Model Is lls<d, It Should 

Be Applied oa the Bub of the Allernatlve Valuct for 
The Sensitive Usu A.dJwotablr Inputs llcvtloped by CCC 

PLEASE STATE THE CONCLUSION YOU RE \CH. 

If this Commission dcurrnincs tlult h wi~ to e tablilh univerul service suppon 

levels for BciiSo\AA·florida on the bt.sis of applyong HAl RS.Oa. ic should do 10 

on the basis of valuca for !he SUA Is that properly rcneec the conditions of the 

t<rritory of BeiiSouth·Fiorida. In other words, the cost and other data used to 

fuhlon values for lite SUAis should rcO<el the co• ditlon.s or the terri lory of 
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BeiiSouth-FiorldL In llddhlon, the valuC1 for the SUAh should renrrt cost and 

2 other conditions that arc rcuonab.ly expccled to occur in the future, 1.• .. that arc 

3 both fotwatd·loolcina and rcuonab.le. Only In that cimunst&ncc will the 

4 application of HAl RS.Oa proc!U' .C c:oSI for purposes of detennining univcrsol 

S service support that arc both forwan!·lookina and muonable for application in this 

6 case. 

7 The values for the stJAb fashioned by Gcorsetown meet this standard. 

8 The values used by MCI and AT&T for the SUA Is do not If the Comml11lon 

9 utilizes HAl RS.Oa. it should use the vaiiiCS for the SUAh fashioned by 

1 o Gcorsctown. 
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1 MR. CARVER: And 1C we could have u rked !or 

2 identification pleaee their exhibits. 1 believe they are 

3 GC0-1 through 17. 

4 COMMISSIONER DEASON: GCG-1 through 17 wJll be 

s identified as Exhi bit 95. 

6 MR. CARVER: Thank you. 

7 COMMISSIONER DEASON: What about the appendices 

8 attached, is tnet part of profiled testimony to be inserted 

9 in the record, or Qo tr.ose appendices need to be 1dentified 

10 as a composite exhibit? 

11 MR. CARVER: They should probably be inserted 

1~ into the record AA though read also. These ~~~ ehangea 

13 that were filed about a week ago. ond they were ~o chango 

14 oome numbers . 

15 COMMISSIONER DEASON: The nppendices that 1 • m 

16 looking at basically are, it's the qualifications o! the 

17 MR. CARVER: I thirk what they have labeled no 

18 appendices are actually part or Exhibits 1 through 17. 

19 About a week ago we found that there was a numerical e•ror. 

20 so they made a eupplemon~al fil>ng to correct all the 

21 instances in their teetimony where that error occurred. So 

22 that change that's been filed would -- 1 gueoo it ohould 

23 juot be inser ted into tho record in lieu of the original 

24 teetimony for thoee particuler pagoo. 

~5 COMMISSIONER DEASON: Well, I gucee I'm a little 
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3 identified on a composite basis as Exhibit 95, or are they 

4 separate? 

5 MR. CARVER• Let me make sure we are on the same 

6 page here. It appears that they are sevarate. 

7 COMM ISSIONER DEASON: [':> you wish to have those 

8 identified as a separate exhibit? 

9 MR. CARVER• I think we could make it part of the 

10 same as the Exhibits 1 through 17. Juot make it part of 

11 the same composite. 

12 COMMISSIONER DEASON1 Okay. That would be part 

13 of -- Then the appendices, I believe there are four 

14 appendices, will become part of composite 95. 

15 MR. CARVER: Thank you. 

16 BY MR. CARVER (Continuing): 

17 0 Mr. Madan, could you summarize, please, t:he 

18 test:imony of the panel? 

19 A (Wit:ness Madan) Yes, I will. 

20 Good afternoon. Given our post pooition in this 

21 hearing, I' ll try and make our summary brief and concise. 

22 Basically, our teot:imon}' in thio proceeding 

23 focuses on the inpute to t.he Hatfield Model rnt.her lhan t.be 

24 logic of the model. We have t.aken the logic o f the model 

25 ao a given. We provide no opinion concerning the integrity 
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1 of the model. 

2 OUr conclusions in this proceeding are that the 

3 de·fault inputs aponsored by AT6<T and MCl are inappropriate 

4 and if used would result in significant errors. To provide 

5 some estimate of this discrepancy, we come to the following 

6 specific conclusions: A, that AT'1 and MCI inputs arc not 

7 specific to Florida, are not reasonable and are not 

a forward-looking. If these inputs were t o be used in the 

9 Hatfield MOdel in this proceeding to provide some eot1mate 

10 of the discrepancy, they would produce a loop coot of 

11 $10.57 per month. Using $31 and $51 as benchmarks for the 

12 overall estimate of the univeroal oervico fund, their model 

13 would produce a fund for the otate in the BellSouth 

14 territory of approximately 13.1 million dollars. 

15 The inputs tha.t we have created do reflect the 

16 conditions of Florida. They are forward -looking. we 

17 believe t.hcy are reasonable and reflect achievable 

18 efficiencies. These inputs do not include any embedded 

19 costs. To provide -- they produce a loop cost of S2o.o; a 

20 month compared with the $10.57 a month that would come out 

21 of the AT•T position. And using the same revenue 

22 benchmarks of $31 and $51 as an illuatr6t ion. they would 

23 produce a universal aervice fund o f 103.7 million dollars 

24 compared with tho 13 million dollors that was referred to 

25 earlier. 
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1 There are two t ypes of inputo chat: are in thio 

2 proceeding . The f ir •t is th~ demographic and geological 

J !aiel data. Numerically. t:heoe represent the vaot majorit:y 

4 of the inputs concerning locations o f customers and 

s geographic characteristics. They Gre not i n dispute in 

6 this proceeding. The second general s et of inputo are 

7 user-adjustable inputs, and these are those that moat 

8 directly affe~t the investment and coot resulting from the 

9 model and are the ~jor focus of our e f fort in this 

10 proceeding . 

11 There are 201 user-adjustable inpu~o. These 

:2 inputs have been changed in only three areas by AT&T and 

13 MCI in this proceeding. Thooo three areas a rc coot of 

H capi tol , depreciation. and a labor index. Only these three 

1S out of the 201 have been changed. In every other cas~. the 

16 infer ence is made that the i nput is equally valid in 

17 Tallahassee, Miami , New York City, San Francisco, pick any 

18 place you want. Their position io that these inputo are 

19 reasonable for every single location. We do not believ~ 

20 this to be a reasonable assumption. 

21 What we have done ia developed inputs 

22 specifically for tho territory hero, and we did t h io by 

23 examining the current data or the largeot telephone company 

24 in the •tote, that of BellSouth, wir.h apr roximately 6. 7 

2S million telephone lines. The data has been con[ormed to be 
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1 efficiently, curre.nt\y-available technology, inclusive only 

2 of forward-looking costs and containing no embedded 

3 characteristics. That's whnt we did. As I said before, we 

4 do not alter the structure of the HAl model. That is, we 

5 leave untouched the scorched node approach that is assumed 

6 in the logic of the model. 

7 In malcing our presentation here. there are two 

8 areas that we'd like to point out plainly at the beginning 

9 that we have adopted BST's pooition on, and those nre the 

10 areas of rate of return and depreciation. These are 

11 generic issues, and rather than develop independent 

12 estimates of the rate of return portion of the model and 

13 the depreciation characteristicu of the plant. we have 

14 adopted the values directly from SST's witnesses. These 

15 ore the only two areas in the model where we have adopted 

16 directly, in effect, the recommendation of other witnesoeo; 

17 otherwise, there would be yet additional rate of return and 

18 depreciation testimony. 

19 The differences that we have opoken about earlier 

20 and that we referred to earlier in the loop, baoically 

21 there are five major categories wo would like to summarize 

22 the differences on in the svmmary. The rest io contained 

23 in our direct testimony. 

24 Pirst, in the area of the NIO and the drop, there 

25 is approximately $1.27 difference becweon our pooi~ion and 
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AT&T/MCI 's position; and that io accounted for primarily in 

two areaar First, labor rates. We have reflected :he 

curren~ union negotiated labor rate of $41 an hout !or this 

function. The default number that ia used in th1s 

proceeding in the HAl model ie $28.60. Again, there is no 

backup for this figure. We do not know where it comes 

from. It's baaed on the opinion of five peo~le that got 

together and decided that this would be an appropriate rate 

for Florida. The difference between the $28.60 and the $41 

speaks for itaelf. 

Secondly, in the NID and the placement l'm 

sorry, with regard to the placem~nt of the drop, we have 

reflected the fact that in the territory BellSouth 

negotiates a fixed price of $74 .50 to bury a drop, and the 

length of that drop could be anywhere from zero to 500 

16 feet. These are baaed on aeveral contracts that are 

17 negotiated in the territory . This represents the avet"ago, 

18 and we have taken into account this arms-length negotlat~d 

19 rate in computing the coat of a buried drop. 

20 Again, the HAI model does not re!lect this. u: 

21 creates inputs baaed on the judgment of people. Those 

22 judgtnonts , it appears to u•, Ia aigniClcantly dlll•••"nl 

23 from reality. And given the fact that it • 1 a ! ixed price 

24 for a drop anywhere from ~oro to 500 feet, the length of 

25 that buried drop doean•t mattet becauae it's going to be 
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1 somewhere between the zero and the 500 feet. The default 

2 numbar used in the Hatfield Model for a drop is 75 feet. 

3 The estlmate that we have used for a drop -- aga1n, the 

4 buried drop length doesn't matter -- io between 200 and 250 

5 feet. 

6 The second area of difference io in distribution 

7 investment, and this is worth about 68 cents on the loop. 

8 Our inputs are based upon a study we did to l ook at the 

9 current coot of in~talling copper. the moot recent coot. 

10 the price actually paid, the discounts actually received. 

11 and the labor actually used to install this distribution 

12 plant. We will state here that because the information 

13 that we received from BellSouth includes the splice and the 

1~ terminal, these numbers are already included in our 

15 distribution figures . What we, therefore, did ~o make the 

16 two numbers equivalent is go to the terminal and splice 

17 inputs into the HAl model and put thooe co zero. We have 

18 done some independent testing and believe thot'o a 

19 reasonable approach producing similar reaulto to what.. would 

20 have happened had we broken it out separately. 

21 Structure sharing is a large issue. It's worth 

22 almost $2 a loop. It's $1.96 on the loop difference 

2J between our estimates and the HAI model eotimateo. BST. aa 

24 I said before. bas approximately 6.7 million linea already 

25 ln place. Nothing in our •.estimony changes the rMnnor in 
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1 which those lines are put into a scorched node model. What 

2 we would point out is there ia no requirement for other 

3 utilities, for cable TV companies, for electric companies 

4 or tor any other utility. for them to adopt a scorched node 

5 approach. Oiven that this plant io already in pla~e. we 

6 believs it's very unreasonable to asoume that the other 

7 utilities would abandon their plant and s0111ehow on the oame 

8 lines on a three for one basis have a sharing of three 

9 utilities for some of the facilitlea that are in the HAI 

10 model. 

11 Incrementally, we have aasumed that some of the 

12 sharing ia appropriate, could be put into place. but to 

13 assume that 6.7 million lines will be treated in ':.hio 

14 fashion, reducing the irweotmont in some caoeo by o thit·d 

15 o f what 1t should be, w~ believe is extremely unreasonable; 

16 and we don't believe that a reasonable showing can be made 

17 that this kind of sharing is anywhere in the near term. It 

18 may be forward-looking but lt may be forward - looking to 

19 perhape a different century. 

20 With regard to expense (actors. we want to point 

21 out that significant change• have been made In tho HAl 

22 model, in our opinion, fairly arb1trar1ly. 

23 Por network operations expense. AT'T and MCl 

24 reduce one half the current expense, one h&l(: 117.5 

25 million dollsrs. $1 . 50 a l oop. lt this were o rate cooe, 
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1 you would need a little bic more justification than the 

2 opinion of some people where when asked to quantify provide 

3 absolutely no backup. 

4 The actual operations expense of BST is $3 per 

5 line and io in line with num.bc.ro contained in the Hatfield 

6 Model for 160 companies. This data produces an average of 

7 $3.08. our figure your is $3 a line . Nonetheless, we have 

8 recommended that this input factor be reduced by lOt. 

9 For switching expenses, on the expense side, the 

10 actual ratio of 5.72t is reduced to 2.69t. The average 

ll data, again, for the same 160 companies in t he Hatfield 

12 Model i@ ~.7t. Nonetheleso, we recommend a lOt reduct ion 

11 in the expense factor to S .8t . 

H There is yet another expense grouping for a 

15 circuit equipment, and ~T&T/MCl uses 1.53t. We have 

16 recommended an input ratio of 1.7t in keeping with this 

17 industry average. 

18 There is yet another very uignif!cant expenue 

19 change that is made in the model and not even included as a 

20 uaer-changeable input. There is a group of e xpenses that 

21 have been reduced from 337 mil lion to 131 million , a 

22 difference of almost 20G million dollars. This is a 

23 reduction of $2.63 per loop per month. We recommend a 20~ 

24 reduction r ather than the reduction tha& hao been inpuc 

25 into the model by AT'T and MCI and not put in ao a 
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t user-changeable input. 

2 Pinally, I ju&t wan t to oay a few wordo with 

3 regard t.o model validation . Tho authoro of t.he HAl model 

4 atate that tha model ie validated becauoo, oo they hove 

S gone from earlier versions of the model to newer versions 

6 o f the model, the end result appears to be approximately, 

7 they oay, in the same ball park, indi cating to the reader 

8 that thoro ia aome validation going on. Wha t we have done 

9 on Page 21 of our testimony, there is a table, and you can 

10 look at it at your leisure later. but what happens 18 when 

11 you go from model to model, from earlier model to later 

12 model, i f you hold the inputs the oame, the actual values 

13 go up substantially . And what hnppe ns io that. t ho ma jor 

14 reason that the end resul t a (lp!'ars reasonable io that ao 

15 the model is puohing the valueo up, the Duthoro are tDk ing 

16 t.he inputs and pushing them down. So as you go from an 

17 earlier version to a later version of the model using the 

18 same input, there are a i gni!icant differenceo. These 

19 differences then are covered over by changing the value of 

20 the inputs downwards to get appro x1mately the uamo reoult. 

21 We do not believe that this showing ia any valid~tion. 

22 There doean' t appear to be any p1oper va lldat I on ol the 

23 model, and we believe that, In !act, the model is nc. 

24 validated at thia point. That conclude& our remarke. 

25 MR . CARVER t Thank you. The witnesses •re 

C " N REPORTERS TA~LAHASSEE, FLORIDA isso) 97-8314 



2'946 

1 available for cross exam~nation. 

2 MR. COI<BR: Thank you. 

3 CROSS EXAMINATION 

~ BY MR . COKER: 

S 0 Good afternoon, gentlemen. My name io Gene 

6 Coker, and 1 represent AT~T. 

7 A (Witness Madan) Good afternoon. 

8 0 Mr. Madan, aL tho beginning of your testimony, I 

9 see where you have a degree in electrical engineering that 

10 you obtained in 1966; is that correct? 

11 A (Witness Madan) That•s correct. 

12 Q Have you practiced as an electrical engineer 

13 since that time? 

14 A (Witness Madan) No. 

15 0 Have you been involved in the procurement o( a .ny 

16 telecommunicationo equipment uince that time? 

17 A (Witness Madan) No. not in the context of your 

18 question. 

19 Q Have you been involved i n the installation of 4ny 

20 telecommunications equipment? 

21 A (Witness Madan) No. 

22 0 Okay. Now it's your opinion and the opinion o! 

23 your colleagues a itt ing beoide 1•ou thoro tl.nl you hav.-

24 conducted an independent and objective evaluation o! the 

25 inputs of the HAI model; is that correct? 

C " N REPORTERS TALLAHIISSEE, FLORIDA (850)697·8314 



l 

2 

3 

<I 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2947 

(Witness Madan) That's correct. A 

0 And I believe you said in your summary that you 

just focused on the inpute rather than the structure o r the 

l ogic of t ho model icaelf? 

A (Witnesa Madan! That ' s correct. We cook che 

logic as a given. 

0 Would you agree that the purpose of a coot proxy 

model is not to replicate the coste of an individual 

company but to determine the forward-looking cost. the 

forward- l ooking economic cost of an economic provider in 

the territory being served? 

A (Witness Madan) That could be one uoe of the 

model, although in reading the •• in reading the Hatfield 

Model , I believe it does indicate that the authors believe 

that the engineering assumptions are reasonable as well. 

0 Now ae I read through your testimony, correct me 

if I'm wrong, but I believe you recommended tha t the inout 

values for certain sensitive user ad justabl e inputs should 

not be ueed tor cwo reasona t One tha t they don't reflect 

the conditions of the territory; and two, that they are not 

fonfard-looking and raasonabler lo 1.hat 11 fair 

22 summarization? 

23 A (Witness Madan) Yeah. Jusr a clarification. 

24 The answer is yeo, and juat co clarify chat: The HAl 

25 default values are not re!leccive of current conditions and 
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are not forward-looking or re•sonable. That doesn't mean 

to say you shouldn't use the variables if it's properly 

const ructe 1. 

0 Did you reject all the default values or just 

some of them? 

A (Witness Madan) We adjusted approximately 70 of 

7 them out of the 201. 

e 0 Now with respect co tho purvooe of a cost model 

9 which we just talked about, in doing your analys1s . you've 

10 assumed one of thoJ important parts of the purpose, and 

11 that's whether tho inputs or the cooto that reoult are that 

12 of an efficient provider. Have you done any lYPC of 

13 analysis , a management audit to determine the efficiencies 

14 of BellSouth? 

15 A (Witness Madan) No , we did not take ~l!<lt: added 

16 step. We took the position that the current dat:a 

17 reflected -- when we got the data, lhat it: would reflect 

18 efficient operations. BellSouth-Florida is operat ing 

19 currently in a price cap regime, if you would: and In many 

20 i nstances, as wa a lready pointed out, for example. o~o the 

21 network operations cost, after hov1n~ achieved significant 

22 efficiencies for the lase few years, we again. just for 

23 illustrative purposes, have recommended yet ~ Curther 10\ 

24 decrease in those costs. With regsrd to c ircuit equipment 

25 and those other factoru we mentioned, we recommended a 
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fu=ther 20t reduction, so in many caces we've taken the 

current information. We've tried wherever possible to be 

conservative. Conservative being defined for our purposeo 

in this proceeding is, given a choice , we would input a 

lower cost rather than a more reasonable cost. 

0 I thought I heard you say in that <~newer that 

after Bell South hod achieved significant efficiencieo over 

the las t few years. Did you do some kind of analysio to 

determine that they have, indeed. achieved a certain amount 

of efficiencies over the past couple of yearo? 

A (Witness Madan) Yeah, in fact, we were both in 

the room this morning, I think. There was li ke 11 thousand 

employees that have -- that the work force is shorter. that 

the lines have grown in this time period. So using the 

definition used this morning of more with less, you 

certainly have -- for a telephone company, the major input 

of expenses is labor aa fuel would be to an electric 

company. So the major input of coot io down and the output 

and linea are up. It'o fairly trivial nno fundamental to 

see that significant efficienciua have been achieved. 

Q In determining the economic coot in this 

proceeding, if it were shown thot a particulor item 

let's take poles , for example -- could be purchuoed lese 

cxpenoively than BellSouth ls obcaining chem, would you 

recommend putting chat lowec value i n au an input value? 
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1 A (Witness Madan) If it's reasonable, certainly. 

2 With regaxd t o poles . we had actually the opposite 

3 information showing that BellSouth was actually 

~ procuring -- the aotual figureo thac they would procure at 

5 would be a little bit higher than the default. But in the 

6 testimony that is before uo, we ~ave actually used your 

7 figures on the poles, and we've used the defllulto. 

8 Q I'd like to talk " little b1t about the process 

9 chat you used in your analysis , and J think it's laid out 

10 at about Page 9 in your teotimony. 

ll A (Witness Madan i Right . 

12 0 As I understand it, you did n oenoitlvity 

lJ analysis and determined that Lhere was 14 groups of 

}q sensitive ueer-adjustable inputs; ie chat correct? 

15 A (Witness Madan. I Yeo. That was the end reeult of 

16 that analysis. 

17 Q That was the end result of your analys1s or the 

18 beginning of your analysio? 

19 A (Witness Madan) No, it couldn'L bu the 

20 beginning. That's the end result uf the analysis. What we 

21 did is we went through tho vaot amount of lnputo. HAl has 

22 a significant 11mount of input a . And we went through each 

23 one and cried to figure out the oenoicivity of those inputs 

24 to the loop coac thllt would be derived from the model. We 

25 wenc through it, and as a parallel function, we also 
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1 applied our judgment. We began doing our analysio. These 

2 things were all g, ing down at tho same time in parallel to 

3 see what s~rt of reason -- for each input what would be a 

4 reasonable factor a• a f irst cut. And we took these 

5 analyses together, figured that vari~us i~puts were gro uped 

6 together, and when we did our analy1io and did a 

7 sensitivity then around thooe Cactoro we thought would be 

8 oenaitive, we looked t o oee iC we changed them ao a group 

9 by themaelvea did they change the end result by 1\ . We 

10 finally came up with 14 groups that exhibited this 

11 tendency. Those are the 14 groups that we have used 1n all 

12 of our analya••· 

l3 0 I think we might have been talk~ng paoL coch 

14 other. That didn't complete your analysis. You did work 

15 beyond that once you --

16 A (Witness Madan) Yea, we did wo~k beyond that 

17 once we established the 14 groupe . 

18 0 Okay. Once those groupo were identified, then 

19 you took -- looked at the HAl input values, and you looked 

20 at those and you determined whether or not they woac, they 

21 met your standard, the standard of whether they met the 

22 conditions of the territory or wore forward-looking and 

23 reaaonablo 1 ia that correct? 

24 A (Witness Madan ) Yea, tho standard& required by 

25 the Act that thoy be forward - looking, that they • "flocl the 
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1 most efficient technology and they reClect: t:ho conditions 

2 of the territory. 

3 Q Khat do you mean by conditions o( t:he territory? 

4 A (Witness Madan) Conditions that exist within t:he 

S State of Florida, what it takes to operate a 

6 telecommunications company within the or•t:e1 and as a 

7 surrogate for that, we decided that for our analyses we 

8 woul d take the conditions that exiat:ed in the BellSout h 

9 territory, what it took to provide telecommunication 

10 service on an extended area basis in the State o! Florida. 

11 Q And where did you get your informacion that was 

12 neceaaary to judge whether it met the conditions of the 

13 territory? 

14 A (Witness Madan) We state very specifically in 

lS our testimony that we got this information from the largest 

16 provider o f telecommunications in the otate. that's 

17 BellSouth, with about 6 . 7 million lineo. 

18 Q You relied very heavily on information you 

19 obtained from BellSouth, didn't you? 

20 A (Witness Madan) we relied very heavily on 

21 information we received with regard LO ito operationb here 

22 in this state and comparable operations in the other states 

23 in which it operates. 

24 Q You determined ~he uoor oenoit l v<> -- or t.ho 

25 sensitive user-adjustable inputo. You looked at the HAl 
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1 values, measured them against the i n(ormation you got (rom 

2 BellSouth to det:ermi ne if they reflected condltiono o! the 

3 territory to determine whether the standard was met 1 and if 

4 the standard wasn't met, then you fashi oned values of your 

5 own; is that correct? 

6 A (Witness Madan) No , I c:unk o nce we decided that 

7 we had the group of 14 we already knew they were sensitive. 

8 They were extremely sensit i ve. We then went ahead and 

9 simply determined what the appropr iate lnput would be, 

10 which required determining preciDely what Hatfield required 

11 in the model. and then we f oshioned, !rom our potnt o( 

12 view, i ndependently what those input:o would be using the 

13 most: current information, financial and operational 

14 information available to us; and eo we fash ioned those 

15 i nputs. 

16 0 On Page 9 of your t eatimony at ~ine 12, it says: 

17 For purposes o f groups of UAis, user-adjustable inputs, 

18 determi ned to be sensitive. we exami ned whethor the default 

19 values chosen by them -· for them by MCl and AT4<T reflect 

20 the conditione of the t erritory of BellSouth· Plorida and 

21 reflect the cost or other condition& reasonably expected to 

22 occur. Where the default values for those groups o f SUAis 

23 failed that standard, we fashioned alternative value:~ to 

24 meec it. Ie that 11 corroet. reading of you<" tcotlmony 

25 there? 
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(Witneaa Kadan) That ls rorrect. 

And in determlning whether the default values 

3 f ailed the standard, you measured them against BollSouth 

4 data; is that correct? 

5 A (Witness Hadon l We measu r ed it againot tho data 

6 that we derived using inputs from BellSouth. This is not 

7 data that waa given to ua, ao we explain 1n quite o~c 

8 deta il in our testimony. Even t he inputs ~on•t come of{ 

9 the shelf. They r equire elements to be put together and 

10 fashioned t ogethec and, therefore. we would take data that 

11 we would requeat froa BellSouth -- In many cases they mB) 

12 or may not have known exactly what we were do1nq with it. 

13 we requeated that data, conf igured the data ourselves, and 

14 then determined whether the Hatfield input and this number 

15 that we obtained basically aakinq BellSouth two fundamental 

16 questions: Give us the prices you paid for thiu var1ouo 

l7 equip~nt, for cable, t or fiber. for DLC. !or ewitching. 

18 We took those figures, ~de eure they reflected only the 

19 current coats, nothing !rom the past. We made sure that 

20 the IIIAXimwn dlacounta were reflected, mada sure that those 

21 discounts were reflected, put them together in a Cashion 

22 that we determined were reaoonablc. not what BellSouth 

23 determined. There are aignlticant differences between our 

24 approach, for example. to DLC and what BellSouth may have, 

25 ot cetera; and then we put that number in~o ~hi! H•tflcld 
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1 Model. So, yes, we used the only place that we could get 

2 current prices tha ' we were confident in, was !rom a 

3 substantial amount of pricing data available !rom the 

~ utilitiea in the state. 

5 0 In reaching your conclusion that a - - Did you 

6 reach your conclusion that a partic••lar HAI input value did 

7 not meet your standard before or after you received data 

8 f rom BellSouth? 

9 A (Witness Maclan) I'm not sure I can answer that. 

10 It was a proceas, and some of it before, some of lt later. 

11 We were always refining our estimates. We did the 

12 sensitivities before we got all the final values !rom 

13 BellSouth of all the data we requested. That was an 

14 ongoing process that took quite a while. 

15 We took this data aud then produced the C inal 

16 inputs, but in terms of determin1ng what was sensitive, we 

17 were doing it as an ongoing process, just looking at the 

18 figures and what we knew about certain numbers. For 

19 example, we wouldn't need final data from BellSouth to 

20 determine that a one third, one third , one third sharing of 

21 moot of the facilities just didn't make any oenue, so we 

22 didn't have to wait for any data on that: we ran Lhe 

23 number. We figured it was worth $2 a loop if you used 

24 assumption• that we believe were totally unreasonable and 

25 we then got some data from BellSouth, but eventually 
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1 created our own input for that. 

2 0 

3 A 

4 0 

5 A 

1' d lik-. to refer for just a minute to GC0-4. 

(Witneeo Madan) Okay. 

Terminal and apliee investment per 11ne. 

(Witneaa Madan) Right. 
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6 0 The def aul t there for aerial io 32 and buried is 

7 42.50 . 

8 A (Witneae Madan) Right. 

9 0 Oid you '•termine that those two values dtd not 

10 meet the atandard that you have oatabliahed? 

11 A (Witn .. a Madan) I'm not sure that I can anawer 

12 that queation yea or no. What we oetermined woo thol the 

13 cable valuco appeared to be low. They appeared to be low 

14 both based on the fact that the total cost to the mutct!al 

15 cost in the manual ia two and a hal! to one. For every 

16 dollar of material the total installed cost io like two and 

17 a half dollara. We figured that was low, and It turned out 

18 that a number more like $6 to $7 lo much mote reasonable 

19 for that particular input. 

20 We than aaked BollSouth to give uo the dato with 

21 regard to ita material coat, ita installation coat, its 

22 engineering coat, ita vendor coat, on y related Lo activity 

23 that occurred within the laat year an l on thnoe gaugea that 

24 we believed the Hatfield Modal called tor. We then took 

25 those numbora and found out that cont< lned in those numbers 

C ' N REPORTERS TALJ..AHASSEE, PLOR , DA lasol 697-8314 



1 were the price of the terminal and splict, that the 

2 accounting system did not seg ·egat~ thooe coots; and, 
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3 therefore, what we did is we r aid, if we are going to uoe 

4 chose coats thl.lt we develop • • And chere was no way to 

5 break them out. There would hdve to be a vexy detdiled 

6 study to break these numbers o~t, and we've done some 

7 estimates on it, but there was no way t o break i t out, oo 

8 we loft them in the cable coet and forced the termi nal and 

9 splice cost t o zero. wh i.ch basically accomplished the same 

10 thing. So in other words. we have in~egrated what were two 

11 inputs in Hatfield, the terminal and splice, and t he cabl e 

12 into one input. It doesn't mak• a big dif!erence; we 

13 simply combined them. 

14 0 And that is reflected on page twenty - - the tabl e 

15 on Page 26 of your testiD>Ony, i sn't 1t? 

16 A !Witness Madan) I'm sorry? 

17 0 The cable prices. 

18 A (Witness Madan) Yea. 

19 

20 

0 

A 

They appear in that right -hand col umn? 

!Witness Madan) That's correct, and our numbers, 

21 as we say in the footnot.e, includes the priceo f o r the 

22 terminal and splicing. 

23 0 well, how much of the values that appear !.n thut 

24 right-hand column are attributable t o terminal and 

25 splicing? 
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1 A (Witness Madan) We don•r know for sure. but an 

2 estimate would be in the 18 to $20 range perhaps. 

3 0 My question is how much · • how much of each of 

4 these values relate to the terminal and splicing value that 

5 appears in the Hatfield Model? 

6 A Again, I think we•ve been pretty direct on what 

7 we did. The information that we got combined them. so we 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

have no way of being absolutely certain. But on an overall 

basis, an 18 to 20t reduction looks like it may be in the 

ball park. 

0 But you made no independent evaluation that th~ 

$32 and the 42.50 for aerial and burled do not meet your 

scandard? 

A (Wicnass Madan) Well, again, 1 don'L know what 

you mean by do not meet our standard . We have thac 

information, and where it's appropriate to combine two 

inputs into one to get the correct information, we believe 

we've done that. Racher tha.n guess at it:, we • ve simply 

combined both inputs into one, and we believe tha~·s 

appropriate. And when you combine them, they do produce a 

result that is significantly different from the default. 

0 Well, in fact, what you did io obtain dnt~ from 

BellSou~ that had combined them and you had just accepted 

that wit:hout doing any further evaluation o[ the Hat!ield 

inputs individuallyt isn't that true? 
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l A (Witness Madan) No, thac•s not true , and maybe 

2 at this early stage let's get this iaeue clear. We've had 

3 this debate i n other places of, quote, just accepting daca 

4 from AT&T. We got data. We analyzed it, and it became 

5 clear t o us when we r ead the chart of accounts and the data 

6 we g ot t hat what BellSouth had given us wao cable data plus 

7 t e rminal data. 

8 We looked nt it. We requested that thio data ·to 

9 be broken out . There was no way to break this data out. 

10 I t ' s j uet t oo complica ted end too big a job. The c hart of 

11 accounts doea not call for a separation of that dAta. So, 

12 therefore, what we did ia we didn't jupt, quote, nccept the 

13 da ta. We took the data. We worked with it. We produced 

14 our independent analyses of what we believed the proper 

15 inputs to be. In this case it would be the cable oizee and 

16 the installed coste, a nd we knew the installed coats would 

17 include the terminal. We determined that very early. And, 

18 therefore, from t he very firot time we ran the model, we 

19 alwayo set the terminal coee to ~oro. 

20 In no c•ee did we, quote, just accept data f~·om 

21 Bell South. That juet did not occur. We had a significant 

22 amount of data, more generally than data that we have 

23 requos ted in rate caoeo who~e we request tons and ~ons of 

24 data from a u~ility. This data wno provided to us in a 

25 otraightforward manner. We took Lhe data We adjusted 
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1 it. We worked with what we believed an independent value 

2 should be, and then we adopted it. 

3 0 In obtaining the data that you used from 

4 BellSouth, did you talk to a lot oC poople at Bell South? 

5 Did you have one particular contact peroon or a panel of 

6 people? C.n you describe how that operated? 

7 A (Witness Madan) We had a panel o! people. There 

8 were several people. There wao a coet group that was 

9 headed by Jim Andereon . There wae a contact group. There 

10 were particular contact people within the coot group that 

11 we worked with, and probably four or eix key individuals; 

12 and Mr. Dirmeier. who is a witneoo here, hod the majority 

13 of the contact. And we had several meetings on-site, and 

14 then a elgniticant amount of information back and f orth 

15 between tho contact g roup and ouroelveo. 

16 0 Were some of these people oome of the same people 

17 developing or working on the BCPM model? 

18 A I don't know. I don't believe they were working 

19 on the BCPM model as ouch. They may have been working on 

20 BellSouth•a inputs to the model. Whon wo first started. of 

21 course, it wae juat on the coat dockoto, and at that time 

22 Bell waa developing and had dovoloped ito own coot model or 

23 tho TELRlC en.gine, and I thirk t.hc majority of theoe people 

24 were involved in that effort. It wao onl·t later on that 

25 some ot thooo people crosoed over and worked with regard to 
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1 BCPM, and I • m not eure which ones o! thom d in•c ll V wo l k!lll 

2 on BCPM. I t was not our function to look ot nct•M, 1111d tltlll 

3 was not a f ocus o . our inquiry. our mlonion wi Lii IIIII• 

4 group was to get thtUII to give uo the 1nformotion t l•n~ wn 

5 wanted. And in most cas~s. at the tim.tl w~ "'"'" tln llll) '"" 

6 work, I thin,k we had o facility to run Lhr IIIII mutlltl • W11 

7 did thie independently, l ooked tiL whaL "'" ttnf'detl, .uut 

8 specifica lly asked this group juet t or input lnl u tmllt loll 

9 and nothing else. 

10 0 Did you look at or were you pa·ov I d<!d c·orlr~ll ut 

11 BCPM cost inputs? 

12 A (Witness Had11nl Yeo, lotar on, ui{1nill c MtllV 

13 late r or. 1 think the firs~ one we did w1111 
I'd hotVO I i f 

14 refresh my memory •• perhaps in Kentuc ky, oovonl mont lm • 

15 maybe a little shy of a year Crom whon wo otntLNl t lin 

16 engagement, r meAn lligni ficantly later . 

17 0 When did you start your evoluDl t o n o l t "" co ott 

18 inputs for Florida, before or ofter tha KonLII CkV ''""' 

19 you're talking about? 

20 A (Witness MadAn i lif ter. Altho•uJh , l mllttll lllll 

21 but I juot have to modify thliL olightly, und llf\V l hnL whootl 

22 you mean Florida yo u mean thio proceeding . Ot a0\111111 , "ll 

23 o f the work wo have donf! before would aury OY<'l 1111 <• I hln 

24 proceeding in tormo of the logic, but Ut!l Dpll!' l r ' " " ..... " 

25 a f ter . 
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1 Q Other than BellSouth, have you personally talked 

2 with anybody from another ILEC or interexchnnge carrier or 

3 any other RBOC? 

4 A (Witness Madan) For what? 

5 Q To determine whether ct.e HAI model i nputs were 

6 reasonable. 

7 A (Wi tness Madan) J don't believe that we've had 

8 diocusaiona of the kind you are talking about. Mr. Newton 

9 has worked for Southern New England Telephone. and we've 

10 asked him from time to time to check on inputs. Our focus 

11 

12 

13 

1 4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

is on inputa. It's all inputa. It's not the log1c of this 

model. We take it aa a given, and so in certain cases 

where there were engineering estimates or things of that 

nature, we would request Mr. Newton to m~ke contACto with 

whoever he knew out in the !i~ld or wi th o ther 

profeaaionals to validate some of the data !or us. 

0 My question did relate to the input values that 

you were evaluating, and so the question is: Did you hcve 

any conversations yourself with represen~ativea of other 

RBOCs, ILECs or interexchange carriers? 

A (Witness Madani No. 

0 I'd like to refer you for just a moment to 000·3, 

"NID and Drop• is the title of that 

A (Witness Madan) Okny. 

0 •• exhibit, and particularly with regard to Page 
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(Witneso Ma~an ) Okay. 

Now there in paragraph 3 near the bottom of the 

4 page you've adopted 35 minutes for the inotallation time 

5 associated with NID; is that correct? 

6 

1 

A 

0 

8 BellSouth? 

9 

10 

ll 

l' 

A 

0 

A 

Q 

(Witness Madan) That"o correct . 

Now is that bAaed on information you got from 

(Witneae Madan) Yes. 

Did you change that at all? 

(Witneos Madan) No. 

And there is aloo in the next paragraph. 4, 

13 t r avel time, 22 minuteo. Is that based on information you 

14 got from BellSouth? 

15 A (Witness Madanl Yeo, it is. Thio is a s~ri~s of 

16 informat ion regarding this group of inputo that we got from 

11 Bell Sout h. 

18 0 And did that originally come to you in a 

19 handwritten document for each state served by BellSouth? 

20 

2 1 

22 

23 

24 

25 

A (Witness Mad~tnl Amongst other thingo. There wao 

this one page that you're referring t o. 

0 It loolta kind of like thio? 

A (Witness Mad~) We've aeon that before. 

0 Whet other document did you see t hnt supported 

that? 
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6 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

l ? 

18 

19 

20 

21 

22 

23 

24 

25 

l 

A (Witnes6 Madan) Well, there were --

0 Thoee values. 

A (Wi tness Madan) Yeah, in this group o ! documents 

my r ecollection i s that there were data response• th~t Bell 

had provided in other proceedinga . We had requeated as 

well information and cata log information and price 

information with regards to the NID itself. Those are 

provided to ua. And then 11e took that information and 

wor~td up, if you would, the inputa that are in GCG·l. 

With regard to the studiee that backed up the 

travel time, we did not have time or the facility at this 

time to redo thoee Atudiea. And on thoee particular ones, 

we did rely on the studies provided by Bell nu being 

estimates from the subject -matter experts. 

0 You've also in paragraph 6 at the top o! lhe next 

page adopted average drop length of 250 feet !or aerial and 

200 feet for buried1 ia that correct? 

A (Witness Madani Yea, that's correct. 

0 And, again, iu that baaed on information you got 

from Be11South7 

A (Witneee Madan) That io based And that's on 

that shoot you have, of course. What we did is we did have 

diacueeiona and basically took into accoutt tho fact that 

the buried drop io a fixed price !rom anywhere up to 500 

feet, eo on the buried the dietance didn't matter that 
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1 much because it's a fixed price; and on the price of 

2 mat:erial, we ard actually less than the Hatfield default. 

3 0 Where did those values come from specifically? 

4 1\ (Wia:ness Madan) They came from subject-matter 

5 expert: a that Bell relied on to produce those studies. we 

6 did not have any contact with the source people 

7 themselves. Our contact was through the liaison group. 

8 0 Wbaa: did you do to independently verify the 

9 validity of these values? 

10 1\ (Wia:ness Madan) We had discussions, and there 

11 were several discussions of some concern from us regarding 

12 that particYlor exhibit, and we went ~~k and forth. we 

13 were satisfied that on the buried t.here is no exposure 

14 because it.'o a fixed price, and as I say, the coot of 

15 material we come up with was actually less than the 

16 Hatfield; and wherever it was leas, we put those nunwers 

17 in. 

18 on the aerial, there is a problem. Our number 

19 for material io less than the HAl input. !t'o about 10 or 

20 20' lower than what: Hatfield estimated, but wiLh regard ~o 

21 the drop, there wasn't: any way to particularly verify that 

22 on a otat.iotioal basio given the nature o[ the proceedings 

23 and the time frames in which t:hey were progresu1ng. What 

24 we did do is a soneitivity study around it, and we dropped 

25 the 200-foot 1ength to a hundred foet, anJ wu found thnt 
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1 t he i mpact on the entire l oop wao leos than a quarter. So 

2 again, it wasn't something that was of great concern to 

3 us. It had some impact. We verified it . We went to the 

4 extent of satisfying ourselves that this woo not a big 

s exposure, area ot exposure, and basically left it at that . 

6 We' ve done that aenaitivity study, and it's worth less than 

7 a quarter on the entire loop; a nd, of course , we've given 

8 you the benefit of the lower prices that we obta1ned (rom 

9 BellSouth as being the current prices for material , wh ich 

10l is actually less than what you all had estimated. 

11 Q With respect t o these values, you talked to some 

12 folk s a t BellSouth and relied upon their opinion and 

13 judgment ; is that correct? 

'4 A (Witneos Madan) No , my previous answer is 

15 correct. we went 

16 Q You did not rely on the opinion and judgment of 

17 the people at BellSouth for t hose valueo? 

18 A (Witness Madan) I think the previous answer 

19 describes what we did completely. 

20 0 Can you answer my laet queotion, please? Did }OU 

21 or did you not rely on the judgment ot the people at 

22 BellSouth? 

23 KR. CARVER: I'm going to object. lt'o been 

24 aoked and answered. 

25 COMMISSIONBR DEASON: Objection otlatained. The 
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1 question h4o been aaked and an1wered. 

2 

3 

4 

5 

6 

0 

A 

0 

A 

0 

Let' a move on to OCO·!:t, please. 

(Witness Madan ! Okay. 

Le. • a look at Page 5 o[ that exhibit . 

(Witnesa Madan) Okay. 

l n s>4ragraph 1, the coat pel· foot o! copper 

7 distribution, you relied, again, on data ouppllcd Crom 

8 BellSouth ; ia that correct? 

9 A (Wi tneaa Madani Yea, this lo a fairly 

10 substantial databaae that we got. from BellSouth, and we 

11 basically obtai.ted che data we needed. 
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12 0 And in paragraph 5 which refers apecl Ucally to 

13 valueo for labor, that aloo was baaed on data from 

14 BellSouth1 ia that correct? 

15 A (Witness Mad4nl That io correct, but I medn 

16 that's quite aimply the negotiated union labor rate. I 

17 mean that's nothing that BellSouth gave ua. That's a 

18 ~~tter of the rate -- the rate that ia in the contract , 

19 90 

20 0 Ia it your opinion that. the negotiated union 

21 labor rate ia the moat efficient labor rate !or Florida? 

22 A (Witnsas KadanJ I think for purposes oC this 

23 proceeding it'a up to the Commiaaion t o decide, ~ut it 

24 would aeam to me it would be unreaaonable f or oomabody to 

25 aoaume that you can take a $41 labor rate and make it go to 
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l $28 on the basis of five people meeting up in New York 

2 somewhere. 

3 0 Let's move over to OC0-10. Page 3 of that 

4 document. 

(Witness Madani GC0-10? 

Yea, sir. 

(Witness Madan) Okay 
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5 

6 

1 

8 

9 

A 

0 

A 

0 

A 

0 

These are the copper and f iber sizing factors. 

(Witness Madan) Right. 

10 Now am I correct in saying that the inputs for 

11 this exhibit, the inputR are the sizing fact >rs, the output 

12 is the utilization rate? In other words, you've determined 

13 a s i zing factor that when it's put into the n~el ends up 

14 in a utilization rate ao an output? 

15 A (Witness M~tdan) Yea. We determined what we 

16 wanted the result to be, and the HAl model d~an't give you 

17 that facility to do that easily. It doeon•t say. Her~ is 

18 the output you want . put that in, and we ' ll conpute It for 

19 you. It tells you what the input should be, so we had to 

20 iterate this ttung a couple of timea to make auro that the 

21 output came ou t to be what we wanled it to be. 

22 0 Baaed on the information you got from BellSouth 

23 for distribution cable, you found that they had a 4l .J\ 

24 utilization rate, and you experimented around until ;•ou 

25 came up with a sizing factor that produced that particular 
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1 utilization rate; is that correct? 

A (Witness Madan) I! your question goes to what we 

3 did mechanical ly, that is correct, and Mr. Dirmeior could 

4 reapond to the mechanico of it. If t he question gooA to 

S what ar'e the engineeri ng considerat.ions, Mr. Ne wton will 

6 answer tha t question. 

7 We baoically went through a process w~th 

8 Mr. Newton of deciding what was reasonable. 41.3 was 

9 reasonable. We then -- Mr. Dirmeier ran the model and 

10 produced the input that would give us that answer. 

11 0 Is the data that you relied upon for theoe 

12 values, was that embedded data? 

13 A (Witness Madan) Well, it's current data. l 

14 don't know what you mean by embedded dat.l>. This is as of 

lS t.oday or ao of t h e date we got the data the number of lineo 

16 out there in the field versus the capacity in the field, eo 

17 it. 'a current forward-looking data. It's not the data that 

18 existed in 1960. 

19 0 It reflects all the cable that is in the ground 

20 t.oday t hat's been there for ·• the day it wao installed? 

21 

22 

23 

0 

A 

(Witneea Madan) Yes. 

What did you do to ma ke it l ook !orward· looking? 

(Witness Madan) I • 11 let Mr. llewcon answer why 

24 he believeo 41 .3 iDa reasonable forward · looking till 

25 factor . 
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1 A (Wi~ess Newton) Wha t we did is we took all the 

2 results from all of the nine BellSouth stateo and stacked 

3 them up togetter to see how they related to each other. In 

4 addition, I talked co oome of my former colleague~ at SNET, 

5 sbout tbe reasonableness o f those on a going-forward 

6 basis. Obviously there i s some difference between states 

7 and companies, but we determineo along with another 

8 gentleman that works with me that thes e we re figures that 

9 we would anticipate on seeing in the next several years, so 

10 we used them. 

11 Q Mr. Ne~on. if I understand your answer, it was 

12 that you t a l ked t o several people, but you made no 

13 particular adjustment to make it different? You came to 

14 the conclusion that it waa forward -looking as it waa •• as 

15 it is, and made no further ad j ustment; is that correct? 

16 A <Witness Newton) Based on my judgment and my 

17 discussions with the people that 1 mentioned, it was 

18 determined that these wero appropriate numbers to uoo. 

19 0 Mr. Newton, in today•s environment where yoc have 

20 customers out t he r e that have computers in their homes and 

21 PAX machines. the growing popularity of the Internet. 

22 doesn 't it seem logical to you that there is going to be 

23 more utilization of the plant that is in t hb ground? 

24 A (Wicness Newton) I lhink a l ot of tttnl has 

25 already been seen a s far aa putting in second lines and 
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scuff like chat. lt might possibly increade what it's ·-

Q Do you know what number exhaustion in? 

A (Witness Newton) Pardon? 

0 Do you know what number exl111ustion io7 

A (Witness Newton) Number exhaustion? Absolutely. 

0 Is that a growing problem? 

A (Witness Newton) It is. That'o primarily caused 

by -- well, one of the large r easons is your cellular 

telephone.s are taking up huge, huge blocks of numbers in 

the numbering aeries. 

0 Hr. Madan, I believe you mention again in your 

summary that you left two important factors out of your 

evaluation here, and that wao coot ot capital and 

depreciation. Was that your decision not to evaluate these 

two factors, or did BellSouth aok you not to inveotigate 

them? 

A (Witness Madan) No, very early on when we were 

18 doing the engagement anrl we started with Version 2 of the 

19 model and we were looking at the substantial amount of work 

20 that had to be done simply in understanding the inputo and 

21 understanding the manual. as it were, that we had aeveral 

22 discuesiona, I think that we initiated, ao to what the 

23 proper acope would be: and juat given our experience as we 

24 go a~und the country participating in juot numerous rate 

25 caseD on behalf of commisoiono and advocates and everybody 
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1 We have auked those questions every which way. we heve 

2 reviewed whatever data you all have proviaed to us, which 

3 isn't very much. 

4 Q Have you been provided a list of source documents? 

5 A (Witness Madan) We have aeen some sourcP 

6 documents. We've seen some under protective cover. I 

7 think the most disclosure we ever got waa some~hing that 

8 came out of Louisiana. That was protected. It certainly 

9 wasn't sorted. It had no narrative . It wao d1!ficult to 

10 read, difficult to understand, and I think that's the beat 

11 we've got. 

12 0 can you tell mo right now what documcnco that you 

13 have looked at that were relied upon by MCI and AT&T? 

14 A (Witness Madan) I think discovery that's come in 

15 response to most o f -- responses to most of the discovery 

16 we' ve engaged in. 1 carmot give you an exhauo~ive list, 

17 but whatever has come ln we have looked at. And in 

18 Louisiana, I believe, MCI and AT&T limited phyolcally the 

19 people that could review these documents to 10 or 20 or 12, 

20 and we were one of tho 12 allowed to look at the documentll, 

21 so we've seen those and other responllOS in other 

22 proceedings. 

23 Q In roapon•e to interrogatory •• or Production o f 

24 Document Number 57 in thiu proceeding, you were asked, or 

25 BcllSouth vae aekod to produce all tho docu~nte that you 
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1 relied upon in doing your evaluation. Did that include any 

2 of t:he information thoe wao utilized by AT&T or BellSouth? 

3 A (WitneLfl Madan) Utilized by IITi<T or Bellsout:h? 

4 Q I'm oorry. 

A 

0 

(Witneoe Madan) MCI you mean? 

Yea. 

5 

6 

7 

8 

9 

A (Witneoo Madan) I don't believe we have anything 

that woo relied upon by AT&T or MCI. 

0 Thank you. 

MR. COK?.R: That'S oll 1 have. 

COMMISSIONER DEASON: Mr. Melson? 

MR. MELSON: No questions. 

TKR COURT: Staff. 

MR. COX: Staff has no queat!ono. 

THE COURT : COIIlllli sa i oner o . 

(NO RESPONSE) 

COMMISSIONER DEASON: Redirect? 

MR. CARVER: No redirect. 

COMMISSIONER DEASON: E~hib!ta. 

10 

11 

12 

13 

1 4 

15 

16 

l7 

18 

l9 

20 

21 

MR. CARVSR: BellSouth moves E~hibit 95. 

COMMISSIONER DEASON: Without ob j ecLion Exhibit 

22 95 ia admitted. 

:13 COMMISSIONER DEASON: Thank you gentlemen, you 

24 may be excused. 

:15 Are we there? 

C " II REPORTERS Tllt.LAltASSEE, PLORlDA (850)697 · 831 4 



2975 

1 MR. WN!l.BN , We are there. we 'Ire at. the wl tncoo 

2 everyone has been waiting for, the last one. Mr . CUrry. 

3 COMMISSIONEk GARCIA: Mr. Wahlen. noticing you 

4 haven't asked very many questions, should we have taken 

5 your witness first and let you go home? 

6 MR. WAHLEN: No, I think you'll underotand this 

7 witnesa a lot better after all this, rather than before all 

8 this. 

9 COMMISSIONER DBASON: Mr. Curry. since you've 

10 been here all week, I uaaume you've been oworn . 

ll WITNESS CURRY: Yeo, I have. 

12 MR. WA.HUi!N: Arft you ready co procoed? 

13 WITNESS CURRY: Is that o n? Yes, I have. 

H Whereupon, 

15 DENlHS CURRY 

16 was called as a witness on behalf of AllTell and, after 

17 being duly oworn, testified us followo: 

18 DIRECT EXAMINATI ON 

19 BY MR. WAHLEN: 

20 0 Would you please state your name and business 

21 addre.ss? 

22 A lt's Dannie CUrry, and my addr ess. business 

23 address is One Allied Drive, Little Rock, Arkansas. 

24 0 Are you the same Dennis Curry who prepared and 

25 caused to be filed on Augus t 3rd direct testimony 

C i< N REPORTI!RS TJiLL1Ul.A.SSEE, PLOR I Dr. (a 5o) 697-8314 



l consisti ng o f 11 pages? 

2 

3 

Yea , I am. 

IU"e ther e any changes or corrections co fOUr 

4 dir ect testimony? 

No, t he r e isn't. 

2976 

5 

6 

A 

0 Did you also file rebuttAl testimony o n Sepcember 

7 2nd, 1998, cons isting of six pageo? 

8 

9 

A 

0 

Yea , I did. 

Are t here any changes or corrections to your 

10 r ebut t al testimon"? 

11 

12 

A 

0 

No, the re i s n't. 

If I were to ask you the questions contained in 

13 your direct and r ebuttal testimony today, would your 

14 answers be the same as those in your direct and rebuttal 

15 testimony? 

16 

17 

A Yes , they would. 

MR. WAHLEN: I'd like to move Mr. CUrry's direct 

18 and rebuttal testimony into the record at thlo lime. 

19 

20 

21 

22 

23 

24 

25 

direct. 

record. 

and 

COMMISSIONER DEASON: Without objec tion the 

rebuttal testimony will be inserted in che 

C & N REPORTERS TALLAHABS~B. PLORlDA (850)697 · 8314 



2 

3 

4 

5 

6 Q . 

7 

8 A. 

9 

10 Q. 

II 

12 A. 

ALLTEL FLORIDA, INC. 
DOCKET NO. 980696-TP 
PILED: 08/03/98 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSIOS 

DIRECT TESTIMONY 

OF 

DENNIS CURRY 

Please state your name. 

My name io Dennie Curry 

By whom are you employed and in what posicion? 
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I am employed by ALLTEL Cocr.municat:ions service Corporation 

13 as Director of Regulatory Mechodo and Univeroal Serv1ce. 

14 

IS Q . What is your business address? 

16 

17 A. My business address is One Allied Drive, Little Rock, 

18 Arkansas 72202. 

19 

20 Q. 

21 

22 A. 

Please deacribe your education and work experience. 

1 am s grsduace of RCA Inatit:utea in New York City with an 

23 Associ ate• Oeg,ree in Electrical E-ngineering. I have worked 

24 or the last 32 yaara in t:he telephone induotry primarily in 

25 the ~~eas of juriedictional separations , access charges and 



2 

3 Q. 

4 

5 A. 

6 

7 

8 

• 
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universal o~rvice. 

What is the purpose of your testimony? 

My t e stimony serves two purposes. The first purpose io to 

explain the u.niversa1 service embedded cost methodology used 

by al l of the small local exchange companies (~small LECs•) 

in this docket. These companiee include ALL TEL Florida, 

9 Inc. ("Al.LTEL"), Vista-united TelccO<Nnunicntions, Northeast 

10 Florida Telop.hone Company, Frontier Communtcntions of the 

II South, Inc., TOS Telecom/Ouincy, OTC Inc., and ITS 

1: Telecommunications systems, Inc. 

13 

14 The second purpose of my testimony is to attest to the cost 

15 information used as inputs in ALLTEL'o embedded coot study, 

16 and present the results of that otudy. 

17 

18 o. Have you prepared an exhibit to accompany this testimony? 

19 

20 A. Yes. Exhibit (DC-l J is a compos! te exhibit containing 

21 the embedded cost study and supporting documcn1:s prepned 

22 for ALLTEL under my direction and eupervisior: for this 

23 proceeding. The information in 'that; exhibit io true and 

24 correct to tho boet of my intorma~ion and belief. 

25 



I 

2 

3 Q. 

4 

s 
6 1\. 
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8 .. 11 Cqmpany Httho4o1oqy 

What wat the bade premite for o~termlning the coat o f 

universal aervice for the tmall L2CL in thio proceedtng? 

Al l embedded non-tra ffic oensitive plant inveotmenta and 

7 t heir aatociated coa t s along wi th t~e local portion o( the 

8 embedded traf fic tentitive plant inveetments and ~heir 

9 associated cot ca vt re attigned to niversal service All 

10 n~n-planc r e l a ted expentes currently allocated to local 

II service chrough che •epa tat iont pro ·ett were a leo ate igned 

12 to unlver eal tervice. 

13 

14 Q. 

IS 

16 A. 

17 

18 

19 

20 o. 

What methodology wae used by the sma 1 LECs? 

All of tho tmall LECt utod P.•rt 36 )uriedlct lonal 

separation• procedure• in developing the embedded coett for 

each of cbe companiet. 

Is the Part 36 methodology used by tie small LF.Cs conolotont 

21 with che new law as eot out in HB 47b5? 

22 

23 1\. 

24 

25 

While I am noc • lawyer, J believe that. HB 4'185 hae ocl out 

certain preecribed ruloo for tmall rural L~Cs under 100,000 

acceee linea. Under my reeding of new section 364.025, 

) 
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Florida S~atutea, the L<tghlature l.aa allowed the aNll LECa 

2 in Florida an opportunity to d~velop their univereal aervice 

J coat a by using an embedded coat methodology. The 

4 legislation alao goea on to aay that these studies NY uae 

S fully d1otr1buted <:Oa t ing methodologies By uti liz lng FCC 

6 aection •1 >C.P.R .. sections 32, 36, 64 and 65, l believe 

7 that the aiiiAll LBC methodology eatis!ies the legiolative 

8 requirements for embedded studies. 

9 

10 o. 

II 

12 

IJ A. 

Ia the methodology ueed by the amall W:Cs <:onalatent with 

the FCC'e approach for univeraal service? 

The approach of uaing embedded coata is consistent Wlth what 

14 the FCC haa stated in ito Universal S~rvice Order. Therein, 

IS the PCC atated that ~he available pro xies an! not 

16 appropriate for amall rural local exchon9e catriers a~ this 

11 time. That order goea on to aay thee rural L£Cs ahould 

IS continue to calculate their Universal Service Coate 

19 utilizing embedded coata until at least January 1, 2001. 

20 

21 o. 

22 

23 A. 

24 

What waa tho baae year t or the small LEC atud1ee7 

All oC the a111all LBCa uaed 1997 cons for their embedded 

atudiee. Each o! the smoll LECs will attest ~o the validity 

25 and ~a accuracy of their company •~ocific coats . Aa Car •• 

4 
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t he inputs a re concerned, r can ar.&wer ques tions relating 

2 specifically to ALLTEL cooto only. 

3 

4 Q. 

s 
6 A. 

7 

8 

9 

10 

II Q. 

12 

13 

14 A . 

15 

16 

17 

18 

19 

What rate of return was usad in the oLudieo? 

All of t he amall LECo ueed an 11.25t return on net 

investment in the studies. Thio r ote io the currently 

authorized .interstate rate f.)r rate of return regulated 

t elephone companiee. 

Does the ema1l company methodolog~y include modifications to 

Part 36 f o r the univereal service cost study? 

Yes, non-traffic eensitiv" plant wae assigned 100\' to the 

state jurisdiction •local oervice bucket • in the cost s.tudy. 

These costs included all loop r el ated plant, line port 

equipment, and COE tranomission equipment utilized for 

providing local dial tone to custcomers. All non-trafCic 

sensitive local switching equ i pment: was identified and 

20 allocated in t-he oarne manner ao locop lnvcstment. 

21 

22 o. 
23 

24 

25 1\. . 

How does the small company methodology allocnle the loop 

investment: i n the universal service cost study? 

A Groae Allocator Factor o! lOOt w1uJ &lloigned to the state 

5 
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jurisdiction and allocated all loop related plant to local 

2 aervice bucket . Thla was done in order to capture all loop 

3 costa for the purpose of this universal aervice study 

4 utilizing Part 36 coeting methodologies. 

5 

6 o. How d00ce the emall I..EC mathodology nllocato tho local 

7 ewitching i~veatment? 

8 

9 A. 

10 

Each COCIIP&ny anolyzec! their continuing property recorda to 

deter.lne the non-traffic aensit~ve 1nveatment in line 

II related equipment, common equipment and power equipment. 

12 The non-traffic aenaltiva locol s witching lnveat.,ent was 

13 then aubtracted from tho total local s witching invostn~nt to 

14 determine the l ocal awi~ching traffic sonaitivo lnveet munt . 

IS Power and common investment woo spread to trn!fic osnsltlvu 

16 and non-traffic aenai tive owitch.ing based on the relative 

17 investment in each. A "local dial office factor• was then 

18 developed by multiplying the percent of non-traffic 

19 aenaitive local awitching inveatment timeo lOOt and adding 

20 the product of the percent traffic sensitive inveatmcnt 

21 timoa the •local• unwaighted dial equipment minute• •o£H• 

22 Factor. Tho dial offi ce factor waa then substituted Cor the 

23 OEM Pactor in the univoreal service coot otudy. 

24 

25 o. Doea the aNll I..EC cnethodology include any add! t ional 

' 

, 



2 

3 

4 A. 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

I S 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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adjustment to the Part 36 Study to ocvelop the embedded coat 

o f local service? 

Yea, first t~r those companies that could not separate local 

privat e line oosto from switched oorvice cooto, the omall 

LEC approach moved local private line loop counto, local 

private line termination count a, local private line circuit 

mila counts, local pr ivate line exchange trunk circuit 

equipc>ent investment and local private line exchange trunk 

cable and wire investment to the interstate jurisdiction for 

the study. ~vLng these coats to i~terstate provide& • way 

t or the amall LBC to identify ite embedded univeroal oorvice 

coats, which would exclude private line coata from tho 

embedded costa aa requeated by the Commioaion Stof!. 

Second, the small LBC methodology adjusts the Part 36 study 

to exclude costa !or local private line billing ond 

collection !unctions from the embedded universal service 

coats. This ie done by reassigning local private line 

allocation factors to tho interstate )urisd1ct ion. fACtor 

changes included: contacts, bill f.ng, and user d locations. 

These local private line fllctors were aooignad Lo the 

interstate jurisdiction in P&rt 36 to ensure that local 

private line billing ond collection costa wore excluded from 

the embedded costa of universal service as requested by this 

7 

I 



2 

3 

4 

s 
6 Q. 

1 

8 A. 

02 9134 

Co<nmisaion. 

Third, all e~neee. inveetmenta and reaervea aaeo-:iated 

wi th pay telephone• were removed fr0111 the study. 

How are the reoulto of tho model presented? 

The resulting embedded univareal service costa were divided 

9 by the company•a average 1997 switched acceoo linea counts 

10 and then divided by t welve months to develop the company's 

II study area a verage .anthly universal service coat per acceaa 

12 line. 

13 

14 

IS 

16 o. 
17 

18 A. 

19 

20 

21 

22 

23 

24 

2S o. 

ALLTIL'a Study 

Pleaee describe ALLTEL. 

ALLTEL is a amall local exchange company that eervea 

approximately 80,000 access linea ~n aeveral counties in 

north eentr.al and northeaatern F'londa . ALLTEL has not 

elec ted price regulation and is regulat:ed u:~der the 

Commiaoion• a traditionol !orm ot rate base, r ate of ro~urn 

regulation. 

Pleaae deacri~ c:he dna uaed in ALL TEL' o embedded ~:on 

8 



2 

3 A. 

4 

s 
6 
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etudy. 

For the embedded cost study, I used 1997 tlnonclal 

information for the regulated operations ot ALLTEL . 

Thirteen-month overagce for the period froa. December 31, 

1996 tbrough December 31, 1997 are reelected for 

7 inveotmente, reserves, and c;efe~rr"d income taxeo. For 

8 expenses and other taxes, J used 1997 calendar year data. 

9 Depreciation reserve and the associated expense balances are 

10 stated in accordance wi th the last approved depreciation 

II ratae preec:ibod by the Florida Public Service Convatsaion. 

12 The data that supports the embedded coat study ie the eaze 

13 as that reflected in the Annual Report (PSC/AFA 16) and the 

14 Telephone E:.arningo Surveillance Report ( PSC/ AFA 15 l , which 

IS are tiled with the FPSC, and che underlying data used co 

16 calculated the Part 36 coat study submitted to the National 

17 Exchange Carrier AAiaociation (NECA) . 

18 

19 o. 
20 

21 

22 

23 

24 A. 

Are che rate base iteiiiJI and expenee data uttlized 1n your 

costa in the embedded otudy the same that you utili:tcd in 

determining your company's a ccess costa for interstate 

services you prov~de? 

No. For this embedded study. an adjuutment wau made to 

2S exclude a ll payatatlon related coats, since these costa were 

g 



included in the 1997 intersta te coat study eubcnltted to 

2 NI!CA. On April 15, 1997, these coeca were reclaaelCied aa 

3 non-regulated consistent with lhe PCC'a Paystat!on Order in 

4 CC Docket 96 ·128. 

s 
6 

7 

8 

9 

o. 

10 A . 

II 

12 

Have you 

regulated 

customers? 

made adjuetmento to ALLTEL'o study 

or deregulated service you provide 

Cor 

tO 

non· 

your 

Yea. Our COftll)4ny adheres to the FCC mandated rules aa 

codified in the Code o f Federal Regulations ICFRa) Cor Parts 

32, 36, 64 , 65 and 69. Non- regulated octivil:iea have been 

13 removed from the regulated accounts through the ap~licotion 

14 o f FCC Part 6 4 rules. Thiu lo conolotent with the 

IS proceduree ALLTEL !ollowa 1n the development o! ito 

16 interstate coat study that io submitted to 1/ECII.. 

17 

18 o. 
19 

What are the embedded coats of baal.c local aerv1ce for 

ALLTEL Flodda, Inc. boeed on the methodology described 

20 above? 

21 

22 A. 

23 

24 

2S 

ALLTEL't total embedded coat of univar1al aervice wa1 

calculaced t:o be $38,533,609 and the average coat pea l ina 

per month ia $41 .97. 

10 



Q, Doel that conclude your prepareG direct testimony? 

2 

3 A . Yel, 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

11 



2 

3 

4 

s 
6 o. 
7 

a A. 

9 

ALLT£1. FLORlDA, JJIC. 
DOCKET NO . 980696-TP 
FILED: 09/01./91 

8UOU 'nl! I'LOJUDA PUBLIC SERVICE COKKISSIOII 

Jl!Btn'TAL T!STIHONY 

or 

D!IINIS CURR¥ 

Ploaao atato your naao. 

Hy naao ia O.Mia curry . 
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10 o. Aro you tho aaao Dannie curry who provioualy filed direct 

II teataony ln thh docltot7 

12 

13 11. 'toe. 

14 

IS Q. 

16 

17 A. 

What ia the purpoeo of thia rebuttal taetiaony7 

Tho purpoaa of thie teati•ony ia to roeponcS to tha witn••••• 

18 wbo bavo auggoatod that thoro ie no naod for a at.ate 

19 univoraal aorvic a tuneS in Florida. Thie toetiaony ia baing 

20 auba1ttoc1 on bahalt ot tho aaa ll local exchange coapaniae in 

21 Florida. 

22 

23 Q. I• tho naod tor a etato univoraal aorvico tuneS one ot tho 

24 iaauae 1dantitioc1 in the order on Prehoaring PrococSuro in 

lS thie c1ocltot7 
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A. No. Ttte direct teatiaony ell99eat1nq that there 1a no need 

2 for a atete univuaal aervica fund doea not relate to any of 

3 the iaaun idantitiad in tha Order on Prahaarinq Procedure. 

4 Moreover, vbile I aa not a lavyer, ay readinq of HB 4785 

S aUIJIJUta to aa that the X.IJialatu.ra did not apeoifically 

6 requaat a re~tion fro. tbG co-iaaion rec)ardinc; the 

7 need for a etate univeraal eervice tur.d. Haverthehaa, if 

8 the eoaaiaaion deoidaa to explore thia aubject, I think that 

9 they ahoul.d be avara of the raaiticationa of thia iaaue tor 

10 the ... 11 local exohaniJe oo•paniea (•-all Ll!Ca•) oparatinc; 

II in Plorida. 

12 

13 Q. 

14 

IS A. 

16 

H- aany ... 11 LECa are oparatinv in Florida? 

Thera are aeven (7) aaall LECa operating in Florida. Thaaa 

... u LECa aarva approxlaately tvo (2) percent o f tha aoce .. 

17 linaa in Florida. Aa a IJanaral rule, tha ... 11 LECa aerva 

II rural, rather than urban araaa. Tbaaa rural araaa tend to 

19 bava fever aoc .. a Unaa par aquara aile and coat acre to 

20 

21 

22 Q. 

aarva than acre danae, urban areaa. 

Froe the parapaotiva of aaall L!Ca, 1• there a naad tor a 

23 atate univaraal aarvioa fund in Florida? 

24 

lS A. Yea. It tha coaaiadon ia concerned about aaintaininq and 

2 



02990 

1 prowotinq univaraal aarvica in rural araaa, thara ia a naad 

2 to-r a ~nent atata univaraal aarvica tund. 

3 

.. Q. 

s 
6 A. 

7 

The objective of a univeraal aarvica proqraa 1a to ~ura 

that baaio local exchange aervioal ara available to a large 

8 n\llllb4u' of ouetoaera at affordable pricea. Tba federal 

9 Talaoo..unioationa Act ot 19116 ( "Act") vaa intended '1.0 

10 proaote local a.xchanqa coapetit.ion vbila aaintaininq and 

II .t.provinq univaraal aarvioe. A8 part of thia ettort, tha 

ll Act raquire• tha raaoval of ieplicit aubaidha trow rataa, 

13 and tha aatablialulent of an explicit aachaniaa to kaap baaic 

14 local teleooaaunicationa rataa juat, raaaonabh and 

15 affordable. The Act alao diacouragaa price diff a r ancaa 

16 batvaan rural and urban areaa. Tlla Act qivaa at.ataa tha 

17 authority to aat.abliab a univaraal aarvica aupport aachaniaa 

II as nacaaaary, to continua tho qoala of univareal aarvica. A 

19 per~~anent at.ata univaraal aarvica fund 1a ona explicit 

20 aachaniaa that would accoapliah thaaa qoala. 

21 

22 Tba cornaratona of a aaooth traJ\aition to robuat lo.:al 

23 axchanqa competition ia a peraanant atata univaraal aarvica 

24 tundinq aachaniaa that anauraa coapetitiva and atructural 

2S neutrality f or all talacoaaunicationa aarvica providara. 

l 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

1$ 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 
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'l'hia can only be accoapliabed by aovinq univaraal aarvice 

contribution• that ara nov iaplicit in rata atructuraa of 

incuabant local exchanqa carriere ("ILECa") to a aachaniaa 

that 1a explicit in natura aa directed by t.ba Act. A 

pa.na&Mnt atata univeraal aarvica fund would allov t.ba 

co .. iaaion to raplaca diaplaced iaplicit aubeidiaa, but 

vould not raault in a windfall for any coapany. 

If iaplioit aubaidiaa are not replaced by an explicit 

fundinq .. chant .. , the unavoidable r~ault vill be the 

incraaaa in t.ba pricaa ot baaio local axchanqa 

talacomaunioationa aervicaa. Thia ia inconaiatant with the 

qoala of univaraal aarvica. 

Are there any ot.ber raaaona tor the coaaiaaion to conclude 

that a pa.naanant atata univeraal aarvice fund 1a 

appropriate? 

Yaa. It appaara that the PCC vill eventually chanqa tha 

axiatinq federal univeraal aervica fundinq aathodoloqy tor 

aaall LECII. one approach beinq conaidared tor tha aull 

LECa ia to adopt t.ba .. t.bod ot tundinq praacribad by t.ba PCC 

tor non-rural L!Ca. 

Tha rcc haa conaic1erad federal univaraal aarvica tundinq tor 
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non-rural LECa and d•cided to c:b&nqa tha currant univernl 

l aarvice •ecbaniaa tor non-rural LICa beqinnin<I in 1999. 

3 Un4ar tba nev approach, only 2" ot • o cal univarnl aarvic. 

4 fundin9 for non-rural LECa >till co .. fr- tba federal 

S (interatate) jl.lriadiction. Tha r ... inin<I '" vill hava to 

6 co•• froa a rtata univaraal aarvica fund, incraaaad looal 

7 rata• or •cae coabination ot tha tvo. 

a 
9 'l'ha J'CC h.aa not daoided bov to cban9a the federal univarnl 

10 aarvice fundin<I .. thocSolOCJY for rural LECa at thia t~, but 

II h.aa stated that unlvarnl service fundin<I for ru:al LECa 

12 vill not cbanqa until 2001. Until than, univaraal aarvica 

13 fundiJ\9 for rural ILZC• ia not expected to chan9a. 

14 

IS Tba PCC could adopt tha approach it baa praacribad fo~ non-

16 rural x.zc. for rural LZCa. RacQ9nhin<I that as a 

17 po"ibility, the eoa.i .. ion should be in favor of tha 

IS cr"tion o f a -.chan! .. at tha atate level that vould allov 

19 for the increala in priC4a ot bade , local teleco-unie&tiona 

20 aarvicea to ao .. aaxillua affordable price, or incrnae the 

ll coapany•a recovery of i•plicit aubaidiaa fro• an ·~~licit 

22 ao1.1rca auch as the atata univaraal aarvica fund, or a 

23 coabination tharaot on a revenue neutral baaia. 'l'hia vill 

24 aaaura the continued provision of baaio local axoban9a 

2S telac-unication• aarvica, at aftord.abla rate• in both 



urban and rural areaa of the at.ate, aa raqvira4 by fa<Saral 

2 lav. 

3 

4 Q. 

s 
6 A. 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

oaa. that eonclud9 your prepared rebuttal taatiaony? 

Yaa. 

6 
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l BY MR . WAHLBN (Continuing) 1 

2 0 Mr. CUrry, did you prepare an exhibit to your 

3 dlrect testimor.t coll8hting o! 19 pages and labeled DC· l ? 

4 Yes, 1 did. 

5 

A 

0 Is the informat ion in that exhibit true and 

6 correct to the best of your information and belief? 

7 A Yea. it is. 

8 HR . WAKLEN a C~ieaioner Deason. we•d request a 

9 number identified for that exhibit. 

10 COKMIJSlO~ DEASON: It would be lden~l!ied as 

11 Exhlbit 96. 

12 BY MR. WAHU&N (Continuing) 1 

13 0 Mr. CUrry. would you please summarize your 

l4 test imony? 

15 A Yes, 1 will. 

16 Good afternoon. Again, my name to Dcnn1a CUrry. 

17 Today I am here represent ing the small rural LECa of 

18 Florida. The small •· the rural LECa include 

19 AllTell·Florids, Vista-Onited Telecommunications, Northeast 

20 Florida Telephone Company, Frontier Communications o f cho 

21 South, TOS Tolacom·Ouincy, GTC, Incorporated, and ITS 

22 Telecommunicat ions Systems . 

23 The purpose of my ~es~lmony Ia to sponsor an 

24 embedded cost .odol for dste~ining the coat o ! untveraal 

25 service for siiiBll rural LECs. Uouse Bill 4785 ao~ out 

C ' N RBPORTBJIS TALLAHASSEE, FLORIDA (e5o) 697·8314 
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1 certain preacribed rules for the omall rural L£Ca. While 

2 t • m not a lawyer, it appears to me. :md the sma 11 LECs 

3 believe, that Section 364.025 permits the uoe o( embedded 

4 costa to deter.ine the coat of universal aerv1ce by amall 

5 companiaa un~ar one hundred thouaand l inea Thia io also 

6 coneiatent with federal policy which mandates that rural 

7 LECs use embedded coats to determine the coat o f univcroal 

8 aervice until at least January~. 2001. 

9 The Federal Communic~tions Commiaaion determined 

10 the proxy ~ela do not accurately predict coats 1n low 

11 density rural areas. Without criti~'•ing eithet o! the 

12 modelo being con.idersd in thia cane, I think lt. 'o oafe to 

13 say that the record developed thio week oupporta t he FCC's 

14 conclusion. 

15 The amall rural LEC embedded c~sl methodology 

16 atarto with existing Part 36 allocation rules. The ruleo 

17 are modified to allocate all non-traffic aenaitivc plant 

18 investment to the cost o ( ~niveraal service. Local 

19 owitohing, traffic-sensitive plant investment ia allocated 

20 to the coat of universal oervioc uoing dial equipment, 

21 minutes factor with no small company. toll wa iting factor 

22 applied. All other Part 36 allocations to the exchange 

23 operation are assigned to the coat of unlveraal aervice. 

24 Tho amall LBC embedded cost methodology is consistent with 

25 the methodology used by the proxy modelo in determining the 

C &o N REPORTERS TALLAHASSEE, FLORIDA (850)697-8314 
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2 Thank you. 
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3 MR. WAHLEN: The witness is available for cross 

4 examination. 

5 COMMISSIONER DEASON: Any questions? 

6 COMMISSIONER CLARK: Staff is the only one that 

7 had questions. 

8 COMMISSIONER DEASON: Okay. Staff. 

9 CROSS EXAMINATION 

10 BY MR. COX: 

ll 0 Good ahen100111, Hr . CUrry. Wi 11 Cox on bclullf of 

12 the Commission staff. 

13 A Good afternoon. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 Hr. CUrry, do you have a copy of the legislation 

that gave rise to thio proceeding with you? 

A Yeo, 1 do. 

0 If you could t .urn to the section o( that that 

pertains to small companies which lo 364.025, 1 believe 

( 4 ) (C) , and if you could read the first sentence of 

paragraph (C) . 

A •rn determining the coat o( providing basic local 

telecommunications service for the small local exchange 

telecommunications company which serve leas than one 

hundred thousand linea, the Commission oha!l not be 

required to use the cost proxy model selected pursuant to 

C I. N IU!PORTBRS TALLAHASSee, PUJRIDA (a5o) 697·8314 
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9 

10 

11 

12 

13 

l4 

lS 

16 
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paragraph B until a mechanism io implemented by the federal 

government for small companies, but no sooner than J~nuary 

1, 2001. T'•e Commission ohall calculate a small local 

e~ha.nge telecommunication company • a cost of providing 

basic local telecommunications service based on one of the 

following options: A different proxy model, or a fully 

distributed allocation of e~dded coots.• 

Q Now, Mr. Curry, you have been responoible for the 

methodology for all the small companieD in thio proceeding; 

is that corr~ct? 

A That's correct. 

Q And on behalf of AllTell you filed an e mbedded 

cost methodology consistent with your reading oi the 

requirements of this statute, correct? 

A 

Q 

That'e correct also. 

What similarities exist, just in general terms. 

17 between the embedded coat methodology you filed c ompared to 

18 the BCPM cost proxy model methodology filed by the other 

19 parties -- the parties that oponsored it in th~s 

20 proceeding? 

21 A Well, baoically the proxy models, again, they 

22 take all the non-traffic sensitive costs and aooign it ~o 

23 the coot of univeraal service. In addition, 

2~ ~raffic-sensitive costs associated with local switching are 

25 assigned by a factor that equates to local uoage through 

C " N REPORTERS TALLAHASSEE, FLORIDA (850) 697 - 8311 
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2 drivers in the embedded coat study also . 
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3 Q Okay. And would these same similarities be true 

4 when compa rJ,, 3 your methodology to tho Hat. Hold Hodal? 

s 

6 

A 

Q 

Yes, Hatfield does the same. 

Okay. Now if you'd turn to the exhibit at:t:ached 

7 to your direct testimony, DC-1, Page 1, it refers LG your 

8 study as the embedded cost of universal service atudy: ia 

9 that correct? 

10 

11 

12 

13 

14 

15 

A 

Q 

A 

0 

A 

0 

Let me find it. 

Okay. 

Attachment DC-17 

DC-1 , yes. 

Yes, I have it . 

That that is the 

And the question was again? 

embedded cost of unb.ersal 

16 service study, and that is for AllTell: iG that correct? 

17 A The summary ~t the bottom of that is, yes. The 

18 38 million 533 thousand. 

19 0 Okay. And tha t ~tando (or the 1997 universal 

20 service revenue requirement? 

21 

2<1 

A 

0 

Yea, it does. 

Now this figure comes from Page 4 o( your exhibit 

23 at Line 36 under the column labeled "Exchang~:· io that 

24 correct? 

25 A Yea, that's correct. 

C & N REPORTERS TALLAHASSEE, FLORIDA t8&o) 69'1 - 8314 
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1 0 And does tho number shown at row 36 under the 

2 colu.I1Ul •Total• equal the 'lUm o f the other columns to the 

3 right? 

4 

5 

1 

0 

6 thousand 

? A 

8 service 

No, it doesn't . 

Okay. That total there would be 46 million 613 

Right, that's total of •• not on a universal 

coot, but that would include access and special 

9 access coats in that number. 

10 0 So that's total company? 

11 A That's total company, yeo . 

12 0 So in it correct to say chat in your study the 

13 million figure i s about 83 \ of AllTell's total revenue 

14 requirement, and that is considered the cooL of universal 

15 service? 

16 

1? 

A 

0 

Yes, it would. 

It appears also that when you look at the total 

38 

18 coat per line produced by the BCPM model running inputs for 

19 AllToll you have a consistently higher coot per line in the 

20 embedded method in your ceot.imonyr io that correct? 

21 1\ I'd have to look at my oummary hera. The 

22 information I give you, I didn't break 1t down to a coot 

23 per line. I'm going to have to go back into the studies 

24 themselves to look at that. 

25 0 Okoy. 

C fo N REPORTERS TALLAHASSEE. FLORIDA 1850)697 · 83\4 
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1 MR. COX: Commissioner Deaoon, at this time otaff 

2 would ask that we mark as an exhibit -- 1 had forgotten to 

3 do this -- the deposition transcript and the Late-filed 

4 Oepoui~ion E~>iblcs l chrough 5. lt'a idcnti!ied au DC-2. 

5 COMMISSIONER DEASON: lt will be identt fted as 

6 Exhibit 97. 

7 BY KR. COX (Continuing): 

8 0 Do you have a copy 01 that exhibit with you, 

9 Mr . Curry? 

10 A From the deposition? 

11 0 Yean, particularly I want to look at the 

12 late-filed deposition e xhibits. 

13 A Yes, I have it . 

14 0 Okay. And on. l chink it's Page 48 of the 

15 exhibits, of this exhibit, which is now £~1ibit 97, can you 

16 turn with me t o that page? 

17 A Yeah, I've got to question whether we arc looking 

18 at the same numbers now. 

19 

20 

21 

0 

A 

0 

Okay. 

Okay. On Page 48, yes. 

Juat one moment. Maybe you can help me find this 

22 quicker than I can, Mr . Curry. Thio wno Lhe number you 

23 reported as a cost per line running the BCPM model for 

24 AllTell? 

25 Well, again, I reported the total universal 
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1 service contribution, not the cost. pe. line to you. all 

2 right? Now the backup studies, or nt. leaot a summary of 

3 the backup studies was included with that1 and that 

4 includes the c~at per line in the summary of the studies 

5 thernselvea. 

6 

7 

8 

9 

0 

A 

0 

A 

Okay. 1 think it's on Page 48 of the exhibit. 

Well , there seems to be two seta or numbers. 

Yeah, I 've noticed th~t. 

I've got one here that has 1·13 on it, is the one 

10 you're looking for, and I've got a number that has another 

11 one that hae n~mber 48 on it pluo the 1·13. 

12 

13 

14 

15 

16 

17 

18 

page 

0 

A 

0 

now, 

A 

0 

A 

It '& the one with the 48 and 1·13. 

Yea, okay. 

Souy about that discrepancy. we are on the same 

and i t has the figure of $66.37 per line? 

Right., for the uncapped amount. 

Right, for the uncapped coat per line. 

Which compares t.o onr coat per line of 41.97 

19 under tho embedded 1110thodolog · . 

20 Q Okay. Good. Why d• es the ·· to the beat of your 

21 understanding, why d.oes the Bt PM coot proxy model result in 

22 a aigniUcantly higher cost per tine compt>red to your 

23 embedded coat methodology? 

24 A Well, 1 would go bac< to the asoumption that the 

25 price of tho embedded plant when we installed it ~uot be 

C fo N RBPORTER.S TALLAHASS :£, fLORIDA (850)697 · 8314 
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1 much lees over tha average of the lost 20 or 30 yeoro as 

2 compared to the cost of replaceme1t ne .. , o r forward - looking 

3 coots. That's the only anower there is. 

4 Q Okay. There was a ques~ion on Page 91 o! the 

5 Late-filed Exhibit Number 2. I g~eos part of the same, 

6 Page 91, and the question at the top o! the page says: Whe t 

7 is the anticipated federal high coot support !or 

8 AllTell·Plorida in 1999 based on 1997 coots? 

9 

10 

A 

Q 

And what page was this? 

This was Late-filed Exhibit Number 2. My page 

11 says 91 with a 2-1 at the bottom . 

12 

13 

A 

Q 

Yes, I see it. 

Okay. You report an amount of $1,122 ,399 is tho 

14 anticipated 1999 federal USF amount for AllTell based on 

15 t~e 1997 cost? 

16 A Yes. l see that, and l :on see that io an error 

17 also. 

18 Q Okay. 

19 

20 

21 

22 

A It should have been 2.l l 2,399. Sorry. I never 

caught that until you brought it up, and I l ooked at it, 

and l eeen it was the wrong number . 

Q Okay. So the 2 million Cigure io the correc• 

23 figure? 

24 A Yes, it should be t wo million 122. and you'll see 

25 the next page is the filing out of the l•test USF Ci ling 
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1 wi th the AllTell -Florida along with aeverol ot:htlr telephone 

2 companieo in Florida listed on it. 

3 Q Okay. Are you familiar with the Cederal 

4 universal - - l~e federal OSP adjustment applied to some 

5 companie.s that result in a reduction in the amount of 

6 corporate expenses included in a company's USF coot based 

7 on a speci fic formula? 

8 A Yea , 1 am. 

9 Q Do you know the reasoning behir.d limiting 

10 corporate expenses tor some companieo r eceiving federal USP 

11 funds? 

12 A The PCC felt they exceeded averageo for compar.ies 

13 of those si~es, so they made an adjus tment for them. 

~4 (Transcript cont i nues in Sequence in Volume 27). 

~5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 
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