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(Transcript Continues in sequence from Volume
19).

CHAIRMAN JOHNSCON: MWe are geing to get ready ro
go back on the record. I think we were, we had marked all
of the =xhibits and the witness had been tendered.

MR. COKER: Thank you, Madam Chairman.

DAVID G. TUCEK
continues his testimony under ocath from Volume 18§.
CROSS EXAMINATION
BY MR. COKER:

Q Mr. Tucek, my name is Gene Coker. I represent
ATET.

As I understand your task in this proceeding is
to report all the inputs for GTE's BCPM presentation; is
that correct?

A My role is to sponsor all of the inputs that GTE
has offered for use in BCPM and to explain why those inputs
are forward-looking and to explain why this Commission
should recommend company-specific inputs as opposed to
inputs -- one set of inputs for every carrier in the state.

(8] Did you develop all these inputs yourself?

A No, I did not, |

Q pid you develop any of them personally?

C & N HLPORTERS  TALLAHASSEE, FLORIDA  (B501697-8314
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A I reviewed many -- yeah, many of the inputs, a
substantial number of their development. I am the
individual that chose the fill factor for feeder that we
had a conversation about during the deposition.

Q Who developed the others?

A We have a team in Dallas who were chirged with
developing the inputs for use in BCPM. They use the same
information that other folks might use in Dallas to develop
inputse for use in our own company cost model,
company-specific cost model.

Q Does that team in Dallas work under your
direction and supervision?

A No, they do not. They work under the direction
of a gentleman by the name of John Gehagan, G-e-h-a-g-a-n,
but I work closely with them in times like these, probably
on a daily or hourly basis.

Q Who is Randy Knox and Steve Schroeder?

A You're referring to the people I identified in my
deposition?

Q Yes.

A I misidentified Randy Knox. It should have been
Randy Patton. Randy Patton is, or was a planning enginaer
for GTE, now heads a group that is part of the model
development -- cost model development group in Texas. He

is charged in that cost model development to making sure
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that the cost model is consistent with GTE‘s engineering
practices. Steve Schroeder is a netwurk planning engineer
for GTE. He fills the position that Randy Patton formerly
occupied.

Q Are they part of that Dallas team you referreu
to?

A They are all located in Dallas. They are not
1 urt of the team that works on the BCPM input development,
but all of these folks work closely together to make sure
that's what's filed in BCPM is consistent with what is
filed our own company-specific cost mcdel.

Q Do you know how many user adjustable inputs there
are in the BCPM?

A I heard a number this morning. It was in the
thousands. I pointed out in my opening statement it's not
useful to try to count how many there are or how many
you've populated for the reascns I gave.

Q Does a number 12 thousand or thereabouts ring a
bell?

A I'm sure the record will show that.

Q How many of the uner adjustable inputs did you or
the people in Dallas adjust for Florida?

A I've answered that in my opening statement., It's
not a useful gquestion to ask. I haven't tried to count

them. Part of the problem of trying to count them ia how

C & N REPORTERS  TALLAHASSEE, FLORIDA (A501697-8314
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far down in the process do you go. We filed all our inputs
on a combined material and labor basis. We'wve done that
for two reasons: To make it easy to talk about them, is the
cost of a pole, what is the installed cost of a pole. We
did it for another reason, that reason being is that we use
our vendor prices which is competitively sensitive

iny rmation from material. We also use our vendor or our
contractor prices for the labor placement. If I give those
to you in piece parts for the -- in my public record
testimony, I would have violated that confidentiality that
requires, so we combine those together. 1 can't remember
your question. I’'m sorry, I got off track. Could you
repeat it? I'1ll finish it in my answer.

Q I was trying to obtain a number, an approximate
number of the number of user adjustable inputs that you
changed.

A I recall now. And I was trying to explain why
it*s difficult to count them because we file on a combined
basis, so if you count the numbers that just appear in
Exhibit DGT-1R, you are going to get one number; but behind
that is the base price for the material, the freight, the
sales cax, provisioning, my material expense, the
engineering labor and placement labor. You know, o is

that one input or eight? So it’'s just difficult to count.

4] I'm trying to get a relative idea compared to the

; T & N REPORTERS  TALLAHASSEE, FLORIDA (8501697-8314
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12 thousand user adjustable inputs what an apples to apples
comparison would be. Do you have any rcigh idea?

A I have not counted them. As I stated earlier,
we’ve updated the most important cnes.

o] Would you have any idea on what percentage,
whether it was 5%, 10%?

A I would have to count them to get an idea of the
perce~tage. I haven’'t counted them.

Q And you wouldn’'t have any rough idea of the
estimated number?

A That‘s what I just said.

Q Okay. Would you agree or disagree that a cost
model should produce a forward-looking cost of an efficient
provider in the market?

A 1 would agree that's one of the standards. I
think it’s important that it also produce the
forward-looking cost of the incumbent carrier out of whose
network the supported services are going to be provided.

Q In coming up with your input values, can you
explain what you did to make the values reflect the use of
the most current technology?

A Yes, 1 can. If we have open wire, for example,
in vir network, that is certainly not in the modeled
network. If we outmoded technology in our network, like

load coile or Tls, that is not in our modeled network. It
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turns out in Florida we don’t have any analog switches, but
had we had analog or electromechanical switches, they would
not be in our network. We only use forward-looking
switches in our inputs, so that’'s what we have done with
respect to the technology.

Q And what have you done to conclude that the
proposed inputs are the cost of an efficient provider?

A Well, I‘'ve thought about it from the other side,
from the position that somecne might take that GTE is not
efficient, and the implications of that are that we have
been misregulated for a long time by this Commission, and I
certainly wouldn’t accept that, but the 'Commission can
decide on that as they want. Or, the point I've thought
about it, in terms of the way we are regulated currently,
we are under price-cap regulaticon, and that gives us every
incentive to deploy capital and labor in an efficient
manner. Those are scarce resources. If we thought there
was a better way to operate our network, we would do so,
because it would be money in our pocket.

Q Is this thought process you just described all
you did, or have you done any specific study or analysis to
C=termine that the values you are suggesting here are
indeed representative of an efficient provider?

A Well, the input values are market-driven values.

They are not -- I'm talking about the input wvalues for the
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cost of material and placcment labor  They are not the
result of a group opinion of what might be a pole cost.
They are not the result of a survey. They arc market-based
transactions. My training is in economics. I think you
can learn more from what pecple actually pay for a pole as
to wha, someone thinks that they might pay for a pole.

Q Mr. Tucek, my question really was, bhave yocu done
any kind of a specific study or analysis to determine that
your valuea are representative of an efficient provider?

A Very succinctly, what I have done is I've
considered the framework that were --

Q Excuse me, could you give me a yes or no, and
then please explain?

A Yes, I have. And what I have done is considered
the framework under which we’re regulated and realize that
the incentive is there for GTE to be efficient. I answered
your second question which went directly to the prices and
told you that I considered that those are market-based
resulta, and so I consider that to be indicative of what an
efficient provider would do.

Q Has this analysis that you're talking about, has
that been reduced to writing?

A No, that was a mental analysis.

Q And that would be the only analysis that you have

undartaken in this reapect?

C &k N REPORTERS TALLAHASSEE, FLORIDA {(B50)697-8314




]

=] o W s

10
11
12
13
14
15
16
17
is
19
20
21
22
23
24
25

2266

A 1t was all that was required.

Q I'd like to refer you to Page 7 of your testimony
and a discussion about structure sharing at that -- near
the bottom of the page. You indicate that the sharing
inputs of a hundred percent for buried placement and 97.18%
for conduit and manholes. Do those numbers mean that GTE
bears one hundred percent of the cost for the busied and
97.18% of the conduit and manholes?

A That is the effect of those numbers in the model,
yes,

Q In your opinion, is this the most efficient way
to place aerial and buried structure conduit?

A The input values we've used sre based on what our
actual experience has been. Those are the level of sharing
that when it occurred was available to us; so, yes, it is
efficient.

Q That's based on your historical experience, but
my question is, ie that the most efficient way to do it on
a going-forward basis?

A On a going-forward basis, I don‘t think that
there w'll be enough opportunities to share that is going
to change these numbers for the network as a whole, so It
would be the most efficient, or these inputs are the
most -- are representative of the most efficient levels.

o Well, if a new entrant came into the market and

C & N REPORTERS  TALLAIASSEE, FLORIDA [(B50)697-8314
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started to build its own network, would you say that it
would be an efficient thing to do for that new entrant to
seek ocut opportunities to share the cest of burying cable?

A It may be efficient for them to seek it cut. I'm
not sure that they would find the opportunities. With
respect to buried cable in particular, we certainly are not
going to dig up the plant that is in the ground teday in
order to repury it. For the opportunity to exist for the
new entrant, there has to be someone there willing and able
at that point in time and at that particular location wlo
wante to bury the plant.

Q Does GTE have a group of people somewhere that
seeks out these opportunities?

A We have a work group in Florida who are charged
with administering the joint-use contracts and that over --
joint use would be like joint use for poles, and they ire
also involved in actually managing the construction --

Q How about --

A -- construction projects in GTE.

Q Excuse me, I'm sorry.

A Yea.

0 How about with respect to the buried placement or

buried cable and conduit, do you have a group that seeks
out opportunities to share the cost of that?

A I spoke to -- and I can‘t remember his name, I

~ C & N REPORTERS TALLAHAGSSEE, FLORIDA (850) 697-8314
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apologize -- I spoke to the individual who heads up the
group that I referred to, and he indicated to me that they
had tried in the past to share buried plant and could not
coordinate the process with other utilities to make it a
useful or widespread phenomenon. And whether there is a
group that goes door to door to every utility and =ays, do
you want to share this pole, that I do not know.

Q Okay. And would you know if there is a
particular process, procedures in place that are followed
whenever you undertake construction of buried cable or
conduit?

A No, I do not know.

Q Now you said that this was based on your past
experience. What kind of adjustment to this did you make,
this one hundred percent to 97.18%7? What adjustment to
that did you make to make it forward-locking?

A No adjustment was needed to make it
forward-looking. As I've tried to explain, we don't see
that there are going to be significant opportunitiea to
share buried plant or conduit systems that would move these
numbers significantly. These are the best numbers that we
can have input into this model.

Q At the top of Page 9 of your testimony, there is

a discussion about pole spacing, and I believe you say
there that you, GTE, for purposes of the model, space poles

C & N REPORTERS THhLLAHASSEE, FLORIDA (A50)697-8B314
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at an interval of 175 feet; im that correct?

A That's what the testimony says, yes.

Q And am I also correct in understanding that
that’s consistent with GTE’s actual engineering practicea?

A Yes, that is correct.

Q And is this pole spacing of 175 feet, isn‘t it
true iat GTE uses that same spacing in all censity zones
from the higheot to lowest density zone?

A In the model, that is correct. That input is
there, I’d like to point out that I ran the model adopting
the Hatfield assumptions for spacing poles and anchors and
guy wires. And we are talking about a tempest in a tea
pot. It changed the monthly cost per line by three cents.
It went up.

Q Isn't it true that Bell and Sprint vary the
length of their -- the distance between poles in the lower

density areas?

A I1‘11 accept that, that that's what they did in
the model.
Q Can you explain why it's GTE's actual practice Lo

not lengthen the distance between the poles in the lower

density areas?
A I didn't say that was GTE's practice. 1[I said the
175 feet was consistent with our practice. Pole spacing,

although I have not read the practice in a while, has
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guidelines; but when you get to a particular job, the
engineer has to 1ook at the situation that presents him at
that point in time. Every pole in GTE's system is not 175
feet apart. For modeling purposes, we put in an average
value of 175 feet. We felt that was appropriate and
consistent with what we actually do in cur network, an
average value. As I indicated -- I anticipated this line
of croes -- 1 took your numbers, put them in the BCPM
model, and it doesn’'t make a difference in the results that
come out, not a material difference, three cents. That was
the spacing for poles, anchors and guy wires.

Q For purposes of the drop wires -- What is a
drop wire?

A A drop wire is the part of the network that
connects the NID, the network interface device, to the rest
of the distribution plant, generally a pedestal. So it's
the line that is either buried or aerial from your home to
the telephone plant.

Q And would it be true that GTE models all drops as
buried drops?

A That is true in this model. Again, 1 anticipated
that question. I ran the model with aerial drops and
buried drope. I will tell you what the answer is.

I ran it for the smallest standard size drops that we put

in the system. It dropped the cost per line by 17 cents.
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I ran it with the largest mix of aerial and buried drops.
It dropped the cost by eight cents per line. Again, I
think it's a tempest in a tea pot.

COMMISSIONER GARCIA: Run through that again.
What did you say you varied it by and what were the cost
differencea?

MR. TUCEK: I ran two sensitivity analyses. I
tock the largest size drops that we use -- I believe that
is five-pair for buried, six-pair for aerial -- and it
dropped it by eight cents per line. 1 tock the smallest
size drops that we use, aerial and buried drops, it dropped
it by 17 cents per line. If you are trying to decide on
inputs for model choices, these are not changes that are
material in that decision. 1It‘s not, in the words of
Mr. Wells, and I hope I'm not putting wnrds in his mouth,
it’s not the exorbitant cost of placing a five-pair drop.
BY MR. COKER (Continuing):

Q Are you by this testimony modifying your input
values?

A No, I'm not.

Q Why not?

A fecause I think the numbers that we've filed are
the best estimate of the forward-locking cost of providing
basic local service out of GTE's network in Florida.

Q Are all your drops buried drops in your service
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area?
A No, they are not.
Q Then isn't your calculation in error?
A Not in a material sense.
Q It’s in error, but just not in a material sense;

is that what your testimony is?

A Well, for me to categorize something as an error,
it has to be significant or material; so given that
definition, there is no error.

Q We've talked about the drops and -- I‘ve lost
track of what the other one was.

A Spacing poles, anchors and guys.

Q Spacing, thank you. Those are two of the
inputs. Are there any others that have small errors in
them that you don’t consider to be material?

A For there to be others, there would have to be
scma, and I have not testified that there are any.

Q Excuse me. I'm sorry, I couldn’t hear you.

A I said for there to be others, there would have
toc be some, and 1 have not testified that Lhere are any.
Now there were errors in our initial filing. We filed a
DGT-1R through DGT-3R t~ reflect those, but those inputs
are the correct inputs for GTE.

Q My guestion was, I was asking you to testify

right now if you were aware of any other areas, material oy
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L

-1 @&

10
11
12
13
14
15
16
17
E:)
19
20
21
22
23
24

25

2273

ctherwise.

A I believe that an original filing for the buried
drop we may have used an armored drop. Probably to be more
realistic it should be an unarmored drop. An armored drop
is -- and I'm not sure of the material. It may Kevlar or
something like that, that you put on a buried drop to
prevent damage from rodents.

Q Have you determined what the impuct of that error
was?

A Well, I corrected that input, or changed that
input in the numbers I gave you, so it could not be more
than eight cents.

Q Are there any others that you're aware of?

A No.

Q Does GTE employ the GTD-5 switch in its network
if Florida?

A Yes, we do.

Q Do you consider that to be forward-looking
technology?

A Yes, it is, and I'm happy to éell you why. When
1 read Me. Petzinger’'s testimony, the witness that brought
this up, the first thing I did was I went to Yahoo on the
Internet and I searched for AGCS. I found their Website.

On their Website I found a press release dated

February 19th, 1997. The gist of the press release is that
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AGCS is to provide British Columbia Tel. 12 million dollars
in telecommunications upgrade, a software load upgrade for
the GTD-5 EX central office switch, some other type of
equipment. Well, those are not exactly switches.

There is another press release, April 28th,

1997. British Columbia Tel. signs a 60 million dollars,
with AG Communication Systems for eswitching and intelligent
. stwork. There is a guote in here I‘d like to read. It's
attributed to Jeff Segal, vice -- excuse me, it's
attributed to Don Evans, general manager of BC Tel. and
Supply. “"With this agreement, we ensure our customers will
continue to receive the most advanced and cost effective
telecommunications services available.® This is a
contract, a 60-million-dollar volume purchase agreement for
British Columbia Tel. to purchase GTD-5, Class 5 central
offices, CO, central office digital switching equipment and
intelligent network progress. For the purpose of the
record, the guote attributed to Mr. Evans stops after the
word “available."

I also have a letter written to Ms. Pam Lepic
(phonetica), who is a planning manager in network planning
who is responsible for working with the GTD-5 switches.
It’'s written to her from Mr. Bill Heim (phonetice) who is
vice president of commercial products support. He saya a

lot of good things about the GTD-5 that you might suspect.
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One of the things that I think is important, he says, and I
will quote him, AGCS continues to place base units in
service to complete the modernization of the network for
GTE and our other major customers.

One other thing that he says is that the AGCS
cortinues to Support our customers serving over 13 millien
lines in -- 13 million in-service lines across more than
B00 GTD-5 EAX, base units and two thousand GTD-5 EAX remote
units.

I'11 conclude my answer by noting that anybody
can access the World Wide Web these days. it‘s a simple
matter to search out the Website. I think the only -- the
most recent thing other than a Commission opinion or a
staff opinion cited in Ms. Petzinger's testimony was dated
1995, All of this is 1997, These are market-based
transactions that show that a GTD-5 is a viable switch,
base units are being manufactured and sold.

Q Let's talk about GTE in Florida. Has GTE in
Florida purchased one of these switches in the last five
years?

A Probably not. 1 don't know if they've purchased
any digital switches in the last five years other than
remote switching units, which would probably include

m's--
Q Do you know whether they purchased that kind of a
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switch or any kind of a switch?

A No, I do not. They've been a hundred percent
digital for a long time, sc any additions to the network
would more than likely be remotes off existing hosts.
Those remotes would include GTD-58 if the base unit was a
GTD-5. It would be a Nortel or a Lucent Technology switch
or the base unit was from the vendor.

c Does GTE have any plans to purchase a GTD-5 in
the future?

A Probably not, and for the same reason: We are a
hundred percent digital in our network, so I doubt that we
are going to be placing any base unita.

Q Other than what you got off the Web, are you
aware of any other major incumbent local exchange company
that has purchased the GTD-5 in the last five years?

A No, I'm not.

Q I'd like to ask you a couple of questions about
the cost of poles. You have in your summary mentioned the
comparison that Mr. Welle made was not appropriate because
the price of your poles in your -- the value that you have
included includes guys and anchors; is that correct?

A What I said was that Mr, Wells‘s comparison was
inapproyriate bscause he was comparing our response to the
FCC data request with the HAI default value. It is my

understanding, and I believe Mr. Wells testifies that he

T & N REPORTERS TALLAHASSEE, FLORIDA (850)697-8B314
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agrees -- well, let me backup. It is my understanding that
HAI represents that default values as the inatalled cost of
a pole. And I know that Mr. Wells has testified that that
installed cost of a pole should include anchors and guys,
engineering expense, supply expense, the items I have
listed in my testimony.

7] What was --

A I would like to finish my answe..

Q Excuse me, I'm sorry.

A My testimony points out that while the HAI
default value ostensibly includes all of that, our response
to the FCC did not, so it’s an apples and oranges
comparison. So when we compare the HAI default and then
also the lower value that they use for a pole in their
filing in Florida, on a comparable basis a 40-foot pole,
with all of the costs that should be in there on an
installed baeis, we get a much different conclusion.

Q wWhat is the value for the material and
installation that you are proposing for a pole?

A The comparable value on a 40-foot pole to compare
to the GTE default?

Q Well, what input value are you proposing?

A The input value, we put in a weighted average of
a 30- and 40-foot pole because poles that are not shared

don't have to be 40-foot tall. I can look that value up
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for you.
(WITNESS REVIEWED DOCUMENT)

A You can find that value on Page 12 of exhibit
DGT-1R. For normal and soft-rock placement installed cost
of the pole, excluding anchors and guys, we have a value of
5786.81. d

Q All right. I had down here $801.11. Does that
number ring a bell with you?

A I believe that's a number that Mr. Wells has
developed to include anchors and guys.

Q Is that an accurate number?

A I believe it is. 1 checked it this morning, and
if my memory serves, the eight hundred and whatever you
said it was plus 11 cents is the number he used.

Q Now that compares with a Sprint number of
5596.14. I'm talking about the 801,

A Ias it comparable to the Sprint number? I don’t
know. 1 don’t know what Sprint pit in their cost.

Q Okay. Would you accept that subject to check?

A Would I accept that that's the value that Sprint
filed subject to check?

Q Yes.

A Yes, I would.

o} And would you also accept subject to check, that

BellScouth's number is S$406.777

C &N TALLAHASSEE, FLORIDA (B50)697-8314
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A I1'11 accept that that is their input subject to
check.
Q Now the source of this is from M., Wella’'s

rebuttal testimony, that's where . found these numbers.
Why is GTE’s number so much higher than BellSouth and
Sprint’'se?

A As I tried to indicate in my summary, you’'d have
to go hack behind the development of the pole price, of the
pole price input to make that determination. 1 don’t have
access to Sprint‘'s or BellSouth’'s numbers other than what
they've filed, so I can’t tell you why. Let me finish,
again, I just want to reemphasiz., if you make comparisons
like this, you are assuming that llke namnd inputs are
developed on the same basis, and I don‘t think anybody has
validated the assumption.

Q pidn't GTE report to the FCC a cost of materials
and installacion for a pole of 54407

A 1'1]1 accept that that’s the number we filed
subject to check. I don't want to have to go to Wells's
testimony to read it. But the more important point is, is
that number is not the number we would use as an input to
BCPM or any cost model because it’'s not the installed cost
of a pole., The FCC asked what does a pole cost, we gave
them the material price. I don‘'t know that we even put in

freight and sales tax. I'd have to go back and check. 1
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know we didn‘t put in supply expense, the cost a pole yard,
for example, holding inventory. We did put in engineering
labor, as I indicated when 1 corrected my rebuttal
testimony.

Q Okay. Just so that 1'm clear, is the 440 only
the material price?

A No, the 440, I think, is labor pius material, but
it's not all the coste that are in the installed cost of a
pole.

Q And your input price you told me was 57867

A That’s true.

Q You reported to the FCC material and labor of
440, but you've included approximately another $34é for
BCPM for purposes in this proceeding?

A There are two reasons for that: One is that there
were costs not reported to the FCC in the cost of a pole
that should be. The other reason is the material price has
changed, I don’t know how much, but I know that today we
are using ~--

Q What are the other -- I'm sorry.

A Today we are using prices that are current as of
year «nd 1997. As best we can tell, that was no more
recent than year end 1995 that was provided to the FCC.

Q What additional cost did you include for your
BCPM input that you didn't include in your report to the

C & N REFORTERS  TALLAHASSEE, FLORIDA (B50)697-8314
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FCC?
A Well, thar's listed in my rebuttal testimony.
(WITNESS REVIEWED DOCUMENTS)

A Well, we have included -- in our BCPM input are
the inventory costs and minor material loadings.

Q What was the second thing?

A Minor material loadings.

. And that would have -- those two additional costs
would have the impact of in-creasing it from 440 to 7867

A Plus the change in the base price that I'm unable
to give you.

Q Mr. Tucek, would it be fair to say that in
general that GTE is recommending GTE's costs for input
values regardless of whether they are the most efficient
cost, the most cost effective cost?

A No, it wouldn't be fair to say that. I think
I've testified that these are the costs of an efficient
carrier for GTE's serving territory.

Q Well, if there were other more cost efficiencies
to be gained, if poles, for example, could be purchased and
installed at a lower price or cost than $786, would you
recommend that the lower price be used as an input or would
you recommend GTE's cost?

A It's a mighty big if, but given that

hypothetical, obviocusly we would.
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Q Would what?

A I1f we could buy poles ar the lower price, then
that would be our input, but we are unable to buy and

install a pole at prices --

Q But if -- Excuse me, go ahead.

A -- at prices other tnan what we've filed in the
testimony.
. If BellSouth came inte GTE's territary and

decided to install poles and they could do it cheaper,
should they use the cheaper price -- or would you recommend
that this Commission use the cheaper price as an input or
GTE' 87

A I would answer that they should use the lower
price, but I would caution you to not infer that 1 said
they should use the price that they've filed. I don’t know
what BellSouth has included in the input number that you
have given me. On an installed basis, it may well be. If
they added up all their costs, it may be higher; it may be
lower.

The other important point to remember is that
when you're trying to sort through the input prices is you
have to, as Ms, Caldwell said, look at the whole, the whole
picture not say pixel by pixel. And one way to do that is
to look at the monthly cost per line. I know ours is in

the neighborhood of 31, 32, $33. I believe BellSouth and
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Sprint’'s are the same. They are very comparable numbers.
It telle me that on an aggregate basis the input prices are
probably comparable.

MR. COKER: I have no further questions.

CHAIRMAN JOHNSON: Mr, Melson.

MR. MELSON: Just a couple.

CROSS EXAMINATION
BY ME MELSON:
Q I'm Rick Melson representing MCI. if I‘ve

understood your testimony, it‘s that you should be careful
about comparing input wvalues because what's given one name

in one model and a similar name in another model might not

represent the same input, is that -- did I hear that
correctly?
A It may be presented as th: same input, but the

values may not have been develcped in the same manner.

Q Let me ask, if you are looking sclely at a single
model, and let’'s take BCPM, if you’'re looking at the same
input item, io it fair to compare the input from one
incumbent LEC to the input from another incumbent LEC?

A Mo, the fact that you're looking at the same
model, and again I'm talking about the material placement,
cost of material for network components has nothing to do
with whether you just compare them without examining

whether the inputs were developed in the same consistent
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manner.

Q Let me ask this: Is the total cost and -- Let's
take poles, for example. The total cost is going to be the
gum of a material cost and a placement cost, is that
correct, to get to a total installed cost?

A There is engineering labor. There's supply
ex; ase, provisioning expense, freight, sales tax. There
are minor material cost, and then there is the installment
cost. Also the installment costs vary by condition, we
have been talking about nocrmal and soft rock conditions.
Our contractors charge us an additional amount when they
have to cut through sclid rock.

Q At the end of the day when you sum up all of the
inputs that relate to poles, don't you get a total
installed cost for a pole?

A I do. I don't know if the other carriers have
left costs on the table or if they have included them
someplace else so that when you look at that single input
for a pole. You say, my goodness, there is variance here,
There is a difference. Well, it may not be because they
are better able to get pole at better prices than another
carrier. It may be that they are reporting it differently,
and the costs that we have included and identified with
installed cost of a pole are accounted for somewhere eloe

in their model.
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Q Let me ask this: Doesn’'t the BCPM madel expect
that each input as a specific definition and that a company
using the model would craft its input to match what the
model expects?

A I don’t think the model =xpects anything.

Q So if GTE for total installed cost of a pole
includes some items that another company does not include
in calculating the total installed cost of the pole, isn't
somebody using the model incorrectly?

A No, the purpose of the model is to come up with
the cost of providing basic local service on a
forward-looking basis. If I include costs in the cost of a
pole and put that in the model but I do not include them
elsewhere, I've done it correctly. If someone would leave
some of those costs out of the cost of a pole but include
them elsewhere, they have done it correctly. They've
accounted for all of the costs.

I also want to point out that the costs I'm
ralking about are not costs that are pulled up out of the
air. We do pay freight. We do pay sales tax. We do incur
provinioning expense. When we place a pole, we book these
costs to the capital account, to the balance shest, just as
we do the material cost of the pole; so I feel we've done
it correctly or more correctly.

Q And your number may or may not be comparable to

C & N REPORTERS  TALLAHASSEE, FLORIDA (B50) 697-8314
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the number that another ILEC puts into the same input slot
in the same model, yes or no?

A Those are the only two options, yes. They may or
may not be comparable.

Q Okay. You were also asked -- you indicated in
response to a question about pole spacing and another
question about buried drop versus aerial drop, that you
re-ran the model basically on a sensitivity basis to see
what result a particular change in assumptions would
produce; is that correct?

A Yes, I did.

Q Okay. I believe on the pole spacing you said it
made an immaterial cost difference of three cents; is that
right?

A That’s correct. The cost went up by three cents.

0 And on the buried drop versus aerial drop, I
believe in one of your two scenarios the cost went up by 17
cents; was that correct?

A No, they were both -- 1 want to make sure I've
got my signs right here. They did not go up. They went
down by 17 cents. That was for the smallest size aerial
and buried drops, and they went up by eight cents -- excuse
me, they went down by eight cents with the largest sized
aerial and buried drops. So they both went down in both

caBses.
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o Okay. Now the numbers that you wre giving
us -- and I believe you characterized both of those as
immaterial as well.
A For purposes of the decision that we are trying
to make, which is to select a model and a set of inputs.
Q And any of these numbers is expressed on a cost
per lire per month basis; is that correct?
A All of those numbers that I cited were on a cest
per line, per month.
Q Okay. So 17 cents per line, per month is going
to be 52 a year, 52 per line per year?
A Since I see ycu use a calculator, 1°1ll accept
that subject to check.
Q And GTE has got what, about 2.3 million lines in
the model?
A Yea . !
Q So that is roughly 4.6, 4.7 million dollars a
year that that 17 cente translates into?
A I*11 accept that subject to check.
MR. MELSON: That’s all I've got. Thank you.
CHAIRMAN JOHNSON: Staff,
MS. McKINNEY: June McKinney on behalf of staff.
Madam Chair, staff would ask that the deposition transcript
identified as DGT-4 of David Tucek be marked for

identification please.
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CHAIRMAN JOHNSON: It will be marked as Exhibit
79,
M5. McKINNEY: Thank you.
CROSS EXAMINATION
BY MS5. McKINNEY:
Q Mr. Tucek, do you have a copy of GTE's response
to staff’'s third set of interrogatories?
A I'l]l see.
Q Take your time,
MS. McKINNEY: Commissioners, for the record that
is Exhibit Number 35, Page 42 and 41.
BY MS. McKINNEY (Continuing):
Q And, Mr. Tucek, we are specifically looking at
Question Number 73 and the response to that question.
{(WITNESS REVIEWED DOCUMENTS)
A Is this the interrogatory that says that for
purpose of the following request --
Q Yes, Mr. Tucek.
-- refer to my direct at Page 9, lines 20 to 247
Correct.

Okay.

o >» O >

If you could please take a minute to look over
that. I'm going to ask you several questions pertaining to
that information.

A Go ahead.

T & N REPORTERS  TALLAHASSEE, FLORIDA (850)697-8314




d

~ @&

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

2289

Q Thank you.

I'm going to refer you to the math portion in the
interrogatory response for the inveatment adjusted by the
C. A. Turner Index. The building factor is 56.50% and the
land factor is 3.31%; is that correct?

A That's correct.

Q Continuing with the adjusted investment, then
does th.s mean that for every dcllar spent on the digital
switching approximately an additional 57 cents is spent on
buildings and three cents on land for a total of 60 cents?

A That’s what the model would predict. Those are
not only buildings to house the switch but all the
buildinge in the network.

Q 1f unadjusted investment were to be used, the
factora would change; is that correct?

A That's correct,

Q Using the unadjusted investment then, the
building factor would be calculated by dividing
$206,745,924 by $885,304,846, or subject to check
approximately 20%, would you agree?

A Yes, I would. I don't think it would be correct
to do that though.

Q But you would agree, air?

A I would agree that would be the result.

Q Why don‘t you think that would be correct to do
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so?

A What we are trying to do here is to bring the
building investment to a replacement cost basis, and if we
had to build the network today on a go-forward basis, it
would cost us more than the historical forecast cost of the
buil’"‘ag. It would also cost us more for the land. We
didn't adjust the land because there is no iidex we could
point to to allow us to do that.

Q Thank ycu.

The land factor would be $2u,796,224 divided by
$885,304,846, or subject to check which would be
approximately 2%; would you agree with that?

A That's correct.

Q Assuming that the 20 and 2 percentages are
approximately correct, then would you agree that using
unadjusted investment means that for every dollar spent on
digital switching an additional 20 cents is spent on
buildings and an addicional two cents is spent on land for
an approximate total of 22 cents?

A 1 would agree that if you put those numbers into
ou- model and input development process that's what the
model would kick out. I wouldn't agree that if I went out
and bought a digital switch today and put it in a new
building that those percentages would result.

Q But don't the building and land investment

T & N REPORTERS  TALLAHASSEE, FLORIDA  (850)697-8314
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dollars include non-central office buildings and land?
A Yes, they do.
Q Thank you.
So wouldn’t that overstate the factor?

A I don't know if it overstates the factor or not.
I don’'t believe it overstates the result of the model.
We‘ve not tried to account for other buildings other than
CO buildings anywhere else in the model. This is where
this i@ done. It would be possible, I am told, to loock at
the investment only for the CO buildings and compute a
factor in the same manner.

o Mr. Tucek, do you know how much that is?

A No, I don't know.

Q Isn’'t it correct that when either the BCPM or HAI
calculate costs they do so at a level below the wire center
level?

A I believe they design a network below the wire
center level, and 1 believe they have the ability to
collect costs at that level, at lower levels.

Q Isn't it also correct then that the models then
aggregate their costs for reporting purposes by averaging
the conts of lower cost gride or clustera with higher cost
grids or clusters?

A Could you repeat the question please?

0 Sure, Mr. Tucek.
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Isn’t it also then correct that the modelsa then

aggregate their costs for reporting purposes by averaging
the costs of lowrr cost grids or cluntera'uith higher cost
grids or clusters?

A I know they report costs at the wire center
level, so unless every grid within a wire center is
identica , that statement is true. I know they report
costs by density zone, so unless, again, costs are the same
across density zones, and that would not be the case, that
statement is true, yes.

Q Thank you.

At what level should the cost resulta be
reported, Mr. Tucek?

A They should be reported at the level required to
pize the fund. I believe Mr. Seaman testified that GTE's
position is that it should be -- the fund should be sized
on geographic areas at less than a wire center level.

Q Mr. Tucek, when Mr. Seaman testified, he said
that it was below the wire center. He didn't specify
whether it was the CBG or the grid. Could you clear that
up for me, please?

A Fortunately I was listening on the conference.
Let me augment my last answer, is that it’'s Mr. Seaman's
tasks to say what the fund size is and how it should be

sized, so under a hypothesis that we would use the modeled
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results to size the fund, that's the context and the
assumption that I‘'m making, but that may or may not be
Mr. Seaman’s testimony or GTE's policy.

I think what you were asking me is, is there a
break point in the cost that we could lock to to try to
decide scme definition for an area at less than the wire
center level that on which we might size the fund. In my
mind th break point is driven by loops less than or equal
to 12 kilofeet because that is the level that you can have
an all copper loop on 26-gauge cable without having to go
to a pair gain device or thicker gauge cable. That is the
answer from a cost point of view.

From an administrative point of view, that would
probably be hard to identify. I think back to my days with
ConTel when we were, I was managing a group that did
tariffs, we used to have rates that were inside the base
rate -- inside and outside the bape rate area, When we
define those base rate areas, we generally tried to define
them with respect to the city limits, ConTel being a very
small rural company. After you left town, there were no
customers except for what you would see in a rural
environment. That was put forch not on the basis of any
study but under the belief that there was a cost
differential there. So administratively, you might lock at

a base rate area concept that is defined by the city
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limits, town limits, and for costing purposes lcok at grids
that are, or are not served by DLCs.

Q Mr. Tucek, does the proxy cost model report a
base rate area as approximately 12 thousand feet?

A Could you repeat the question?

Q Does it report a cost at the level of
approx: itely 12 thousand feet, the proxy cost model?

A I don't believe BCPM does. I'm quit: sure,
although I can’t speak for the sponsors, that they would be
willing to try to show you how to extract that information
or make that a feature of the model.

Q No further guestions.

MS. McKINNEY: Thank you.
CHAIRMAN JOHNSON: Commisrioners.
{(NO RESPONSE)
CHAIRMAN JOHNSON: Redirect,
REDIRECT EXAMINATION
BY MR. MITCHELL:

Q Mr. Tucek, you were asked about this sensitivitcy
analysis you did of drops, do you remember that?

A Yes.

Q The sensitivity test you did, what was the
structure mix of that analysis; that is, the division
between aerial and buried dropa?

A What I had the team in Dallas do was to go

" C & N REPURTERS TALLAHASSEE, FLORIDA (A50)1697-B314
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through BCPM and identify by grid how many drops the model
produced and whether they were aerial or buried, and so 1
used those. Those percentages to get the placement cost of
the aerial drop. Placement cost for aerial drops are not
expressed on a per foot basis. They are based on a per
span basis. A span being how far it takes to get from the
pole *o the house. If you had to have a second pole, that
would be two spans, so I used that mix to get the per foot
placement cost of aerial drops.

Q There was also some discussion of this FCC pole
data, do you remember that?

A Yes.

Q And have you reviewed GTE's rceponses to the
FCC’'s request about pole informaticn?

A Yes, I have.

Q Okay. And did the FCC -- was there an FCC
questionnaire, so to speak, that was sent to GTE?

A I believe there was.

Q And did that questicnnaire tell GTE how to
interpret the question relating to cost of a pole?

A No, it did not.
Q pid the questiconnaire tell GTE how to interpret

the question relating to the cost of installing a pole?
A No, it did not,.
Q Thank you.
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MR, MITCHELL: That's all I have.

CHAIRMAN JOHNSON: Exhibits.

MR. MITCHELL: GTE would offer --

CHAIRMAN JOHNSON: 787

MR. MITCHELL: Yes, Exhibitc 78.

CHAIRMAN JOHNSON: Show it admitted.

MS, McKINNEY: Staff would like to move Exhibit
Number 79.

CHAIRMAN JOHNSON: Show that admitted.

Thank you, sir, you're excused.

MR. REHWINKLE: Madam Chairman, Charles Rehwinkle
with Sprint. We think that it probably will be necessary
to ask that Mr. Dickerson go next. I've opoken with the
parties and staff, and I believe there is no problem with
chat.

CHAIRMAN JOHNSON: Okay.

MR. REHWINKLE: That will be fine. Sprint would
like to call Kent Dickerson.

CHAIRMAN JOHNSOM: Mr. Rehwinkle, where --

COMMISSIONER CLARK: Has he already left?

MR. REHWINKLE: Mr. Dickerson, were you

previously sworn in?
MR. DICKERSOMN: No, 1 was not.

CHAIRMAN JOHNSON: ©Oh, he has not.

Whereupon,
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KENTON W. DICKERSON
was called as a witness on behalf of Sprint and, after
being duly sworn, testified as follows:
DIRECT EXAMINATION
BY MR. REHWINKLE:
4] Mr. Dickerson, could you please state your full

name for the record?

A Kent W. Dickerson.

Q Are you the same Kent W. Dickerson who prefiled
direct testimony in this matter consisting of some 19
pages?

Yesn.

Accompanied by an Exhibit BKS-17
Yea.

That's not right, KWD-1.

You said BKS.

I'‘'m sorry, KWD.

KWD.

One.

0O Y O ¥ O P O ¥

Mr. Dickerson, do you have any corrections or
changes to make to your prefiled direct testimony?
A Yes., Orn Page 11, Line 7, strike from “"Sprint,”
the word "Sprint" through the rest of the sentence and

replace that with, "BCPM default values, period.”

And then there are two minor input issues 1 want

FLORIDA (A50)697-8314
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to explain, They result in a 10% -- or excuse me, a 10
cent reduction from 31.88 to 31.78. That's three tenths of
one percent downward impact.

The first change is approximately a 10% increase
in each of the copper feeder fill factors. This increase
will recognize that the model result produces an effective
£ill tha is lower than the input that is entered into the
model as a result of having to select from only certain
available cable sizes, so I'm increasing those values
approximately 10% for each of the density zones.

The second item is the correction of a keying
error. It’s in the digital loop carrier cTuipment cost
table. The DLC size for the 673 line was entered as
128,568.72. It should have been 148,568.72. Those two
minor changes, again, they had a 10-cent downward impact,
cthree tenths of one percent.

Q Mr. Dickerson, with those changes if 1 asked you
the gquestions contained in your testimony today would your
answerse be the same?

A Yes, they would.
MR. REHWINKLE: Madam Chairman, at this time 1

would ask that Mr. Dickerson's prefiled direct testimony be

entered into the record as though read.

CHATRMAN JOHNSON: it will be entered.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 02299
DIRECT TESTIMONY OF KENT W. DICKERSON
ON BEHALF OF SPRINT-FLORIDA, INCORPORATED
DOCKET 980696-TP

AUGUST 2, 1998
Please stale your name, business rddress, employer and current position.

My name is Kent W. Dickerson. My business address is 4200 Shawnee Mission
Parkway, Fairway, Kansas 66205. 1 am presently employed as Director Cost
Suppont for Sprint Management Company. I am testifying on behalf of Sprint -

Florida (hereafter also referred to as “Sprint,” or the “Company™.)

Please describe your educational background and busiaess experience.

1 received a Bachelor of Science degiee from the Uaiversity of Missoun - Kansas

City in 1981 with a major in Accounting. In 1984, | passed the national exam and

am a Cenified Public Accountant in the State of Missouri.

From 1981 to 1983, I was employed as a Corporate Income Tax Auditor 11 for the
Missouri Department of Revenue. From 1983 to 1985, | worked for Kansas Power
and Light (now Western Resources) in the Tax and Intemal Audit arcas. [ joined
United Telephone Midwest Group in September, 1985 as a staff accountant in the
Carrier Access Billing arca. Thereafier, | moved through a progression of positions

within the Toll Administration and General Accounting arcas of the Finance
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In 1987, | was promoted into the Carrier and Regulatory Services group as a
Separations/ Setllement Administrator performing Federal and Intrastate access/toll
pool settlement, reporting and revenue budgeting functions. 1 was promoied to
Manager - Pricing in June, 1989 where | performed FCC regulatory reponting and
filing functions related to the United Telephone - Midwest Group Interstate Access

revenue slreams.

In 1991, 1 was promoted to Senior Manager - Revenue Planning for United
Telephone - Midwest Group. While serving in this position my responsibilitics
consisted of numerous FCC regulatory reporting and costing functions. In 1994, 1
accepted a position within the Intrastate Regulatory operations of Sprint/United
Telephone Company of Missouri where my responsibilitics included regulatory
compliance tariff filings, and carnings anal ysis for the Missoun company s intrastale

operations,

Since December 1994, | have set-up and managed a work group, which performs cost
of service studies for retail and wholesale local network services. Over the last 3
years | have been charged with developing and implementing cost study methods
related to the evolving Total Service Long Run Incremental Cost (*TSLRIC™) and
Total Element Long Run Incremental Cost (“TELRIC™) methodologics. In addition,
I am responsible for filing written comment«, serving on industry work groups, and
participating in technical conferences i :lated to TSLRIC/TELRIC costing

methodology and the filing of studics withii the individual 19 states that compnse
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Sprint's Local Telephone Division. I have testificd in Wyoming, Kan)Q 8 dla,

North Carolina, Texas and Florida regarding TSLRIC/TELRIC cost malters.

What is the purpose of your testimony in this proceeding?

‘The purpose of my testimony i+ to respond to the portion of the Commission’s issucs
list related to the determination of Florida-specific model inputs. In addition my
testimony supports the Benchmark Cost Proxy Model 3.1 (“BCPM 3.1 or "BCPM™),
(as sponsored by Dr. Brian K. Staihr and filed in this docket) outputs for Sprint’s
Florida serving lerritories as calculated using inputs specific to Sprint’s Florida
operations. | am sponsoring a summary of the results of the study along with the

study inputs. These are provided as part of my testimony in Exhibit KWD-1.

The Commission’s issue 4 requests information on the appropriate inpul values
to the cost proxy model used for ¢ etermining the cost of basic local services.
What are Sprint's recommendations for the appropriste input values for its

universal service cost study submitted in this docket?

Sprint's cost study inputs were developed to produce an appraisal of the probable
future costs of providing basic local telecomm :lmiuunm services in the individual
Florida geographic areas currently served by Sprint. Since the primary purpose of
the cost model is to identify the cost of providing basic local service to a specific
geographic area, cost inputs were developed from Sprint’s operational experience in
Florida wherever possible. When this “company specific” information was not
available, industry average cost information developed by the BCPM sponsors was
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used. This industry average information, “default™ inputs, was used q.ww'!vnd
to be consistent with Sprint's experience in providing local tclephone service in

Florida.

How should inputs be developed for conducting a forward looking economic

cost study?

The inputs should reflect the costs that an efficient provider of telecommunications

service would most likely experience in providing basic local services in Florida,

Does Sprint recommend the use of National default inputs ia the calculation of

the forward looking cost of Basic Local Service in Florida?

No. Many of the factors that determine the cost of providing basic service are specific
to customer location or service arca and the company providing the service.

The BCPM estimates cost in a two stage process: The model determines the cost of
constructing the telephone network, and then determines the cost of operating it.
In constructing the network, the model takes into account natural characteristics of
the area served such as topography, peology and geography. When the model places
buried telephone cable, it considurs the specific soil type that is encountered. When
the model places aerial cable, it considers the terrain and slope of the area that is
covered. It takes into account the dispersion of actual customer locations and the
amount of land arca that must be covered in order 1o reach all customers in the
market. These are all geographic factors that are obviously location-specific. In

addition, the BCPM can also accommodate company specific inputs which reflect

| el o1
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location-specific factors that can affect plant costs ¢ g. local zoning codes impacting

construction techniques or use of acrial plant.

You've mentioned the cost of constructing the network. Should the inputs that

determine the cost of operating the network be Florida-specific as well?

In many cases, yes. Operating expense data that are direcily related 10 plant
investment might certainly vary from location to location because these expenses are
often maintenance-related. There may be location-specific factors that affect
maintenance costs differently in Florida than, say, in Vermont. Forexample, average
maintenance expenses for acrial plant might be significantly greater in a hurricane-
prone state such as Florida, than they would be in a state not known for its tropical

storms such as Vermont. Regional wage differences can also create significant

differences in operaling cosis among slales.

Should the model reflect a standard set of inputs for all Florida companies using

BCPM 3.17

No. The primary purpose of the model is 1o develop deaveraged cost estimates by
geographic arca. If a standard set of inputs were included for all companies, the
model’s precision in developing cost by location would be diminished.

What Model input issues has thc Commission identified?

In its issues list (issue 4) for this docket, the Commission identificd a series of input

5
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values and asked for information on the appropriate values for these input items. The
remainder of my testimony will provide Sprint's rethodology for developing its
input values for each of the items identified by the Commission. The issues

identified in the Commission's issue 4 arc as follows:

Depreciation rafes.

Cost of money.

Tax rates.

Supporting structures.

Structure sharing factors.

Fill factors.

Manholes.

Fiber cable costs.

Copper cable coste.

Drops.

Network interface devices.

QOutside plant mix.

Digital loap carrier costs.

Terminal costs.

Switching cost and associated variables.
Traffic data.

Signaling system costs.

Transport sysiem costs and associated variables,
Expenses.

Orher inputs.
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Please describe why the approach used in developing Sprint-Florida's proposed
cost inputs provides the best dala for estimating the forward looking cost of

basic local service within Sprint - Florida's serving area.

Sprint - Florida's inputs reflect the realities of providing service within Sprint -

Florida's operating territory for the following reasons:

Sprint's inputs reflect the contractor prices currently in effect for 1998 for

constructing plant within Sprint's Florida serving arca.

Sprint's inputs reflect the actual construction technigues (plow, trench and backfill,
cut and restore asphalt, bore cable etc.) utilized in placing plant in Sprint - Florida's
serving area for the very recent period of 1997. The same terrain, local building
codes, and infrastructure issues (densily) encountered in placing these recently
installed facilitics in Sprimt - Florida's serving arca can reasonably be expecied to

conlinue into the future.

Sprint's recent experience with actual purchases and installations of telephone plant
equipment provides the best information for predicting the forwand looking installed
costs within Sprint - Florida's serving area. These inpuls are based on current vendor
prices for material and equipment purchases and current Sprint - Florida specific

cuntract and company labor costs for engineering and installation.

Clearly the recent factual and objective data provides the best basis for predicting the

forward-looking cost of constructing telephone plant in the very same arca from
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which the data was drawn (i ., Sprint - Florida's serving arca).

What depreciation rates are reflected in Sprint’s study?

Sprint's filing reflects forward looking economic depreciation lives consistent
with the concept of building a network composed of forward looking least cost
technologies. The depreciation lives for the critical network components of
Digital Switching, Digital Circuit Equipment and all Cable & Wire Facilitics are

based on a study performed by Technology Futures, Inc.

What is the cost of capital reflected in Sprint's study?

As provided in the FCC's Order, the FCC authorized rate of retum of 11.25% was

used in Sprint’s study.

What tax rates are refllected in Sprint’s cost study filing?

Actual tax rates for Florida were utilized as inputs including the state tax rate, ad

valorem tax, and Public Service Commission regulatory assessment fee.

Which costs fall into the category of “supporting structures™

Sprint has interpreted the Commission's issue 4a, “supporting structures™ to refer
to those inputs associated with the installation costs for placing conduit, the cost

of creating trenches for buried cable, and the installation cost for poles. These
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costs are included in the Model's structure inpul tables. 023n?

How were Sprint’s proposed values for these inputs developed?

The BCPM inputs for these functions were based on the specific conditions
encountered in the Company's Florida service arca. Costs for buried and
underground structures were developed based on the contractor prices currently in
effect for 1998 within Sprint"s Florida serving area.  The construction activity
percentages, also contained in the structure tables, were based upon an analysis of

the total 1997 actual contractor jobs for construction of feeder and distribution

routes within Sprint's Florida serving area.

The use of current 1997 and 1998 data, barring any known reason lo change, is
clearly the best predictor of the future construction costs in the very same

geographic market from which the data was gathered.

Would you please describe the structure sharing input?

Structure sharing, which impacts the percent of costs assigned 1o telephone, is
based upon an assessment of current and projected opportunities to have other
entitics share the cost of the suppont structure. For example, the percent assigned
to telephone is set at 30 percent for acrial feeder 1o reflect existing and expecied
pole sharing and pole attachment agreements. On the other hand, the percent
assigned to telephone for buried and underground (conduit and manhole) feeder

structures is set at 95 percent for most grids to reflect the fact that sharing with
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other entitics, such as power companies and cable companies, is limited. There
are work coordination, safety, and available space considerations which make

significant sharing of buried and underground construction costs unlikely.

Could you please describe the fill factor inpuls?

Sprint's cost study calculates cable fill factor inputs separately for feeder and

distribution cables.

reeder routes, as the name implies, feed several distribution routes. Feeder routes
normally are constructed so thal capacity can be added al a relatively lower cost al
some future date. Sprint calculated actual fecder fill based upon working pairs
(cable pairs in service) divided by total pairs available as tracked in the Customer
Loop Assignment System, Sprint’s iniernal system for maintaining cable pair
inventory, This data reflects a real world balance between inventory carrying
costs (non-working cable pairs) against the cost of construction for adding
additional cable pairs at a later date. These same economics are expecied to

continue into the future, thus these cable fill input factors were used to develop

the Florida specific cost resulis.

Distribution cable contrasts with feeder cable in that it serves individual customer
locations. The Company must anticipate individual customer's line demand in
order to provide service when requested and to avoid costly construction to add
cable pairs at a later date. The distribution cable sizing factor input of 100%

works in concert with the related model input assumption of two pairs per

10
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houschold to achicve a reasonable overall distribution cable fill. Generally these

model inputs result in distribution cable fills ranging from approximately 40% to

50%.

How did Sprint develo,. its input for manhole costs?

The costs for manholes were based on Cla G ANl - Jcloes.

ostallation-eosie

How were the model’s loop cost inputs for the fiber and copper cable material

costs developed?

The inputs for cable costs were developed separately for copper and fiber cable and
inciude labor and material costs. Copper cable inputs were based on Sprint’s current
material prices and Florida specific company and contractor labor costs prices for

engineering and installation. Fiber cable costs were developed in the same manner.

How were the cost inputs for the lfeeder/distribution cable interface devices and

drop cable, terminals, and network interface devices estimated?

The cosl inputs for these items of outside plant are included in the Model’s loop cost
input tables and were developed based on Sprint’s actual current vendor material

prices and specific estimates for installation.

Please desciibe the cable plant mix inputs?

1
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02310
The cable plant mix inputs are developed separately for copper feeder and

distribution and fiber feeder. The percentages of cable facilities placed in cither
buried, underground or aerial locations were based on an analysis of Sprint’s
facilities in Florida adjusted 1o reflect a forward-'ooking trend for greater use of

buried copper cable and greater use of underground fiber cable.

How were the cost inputs associated with digital loop carrier syslems

determined?

The costs for digital loop cerrier systems (DLC) were based on Sprint's current
vendor costs and actual installation costs within its Florida serving area. The DLC
model costs reflect Sprint's use of forward looking Next Generation Digital Loop
Carrier Systems (NGDLCs) which can suppon a wide range of services from a single
device,as opposed to one device providing Plain Old Telephone Service (POTS),and
a separate device providing non-switched special services. Sprint’s NGDLC model
configuration include costs only Lo support the level of basic service specified hy the
FCC, but has the fexibility io support additional services with incremental
investment additions which may be required to meet individual demands for
advanced services. Sprint uses a low density NGDLC for subscriber applications up
to 240 lines, and a high-density NGDLC for applications up to 2016 lines. The
BCPM inputs reflect the appropriate levels of investment for the corresponding line

demand and resuliing modeled DLC system size.

Please Identify the inputs necessary to develop central office switching

equipment cosis?

12
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The inputs included in BCPM related 1o the development of switching costs are
included in the SW (switching) State Defaull Inputs Table, the Signaling
Investments Table, the Swilching-Coefficient Input Table, the Global Inputs Table,
and the SW Discount Factor Table, the Audited LEC Switching Model (ALSM) and
the Switch User Data File These lables include data specifying the calling
characteristics of Sprint's customers in Florida and financial information necessary
to determine the cost of switching equipment used in providing local telephone
service in Florida. The information included in these tables is used by the model to
determine the amount of switching investment required to provide the level of local
service specified by the performance parameters in the tables. The model also uses
the information included in these tables to determine that portion switching

equipment costs that are required to provide the basic local service.

How were the forward looking Sprint Specific inputs for the SW State Default

Input table developed?

The company specific inputs included in the SW State Default Input Table are the
SESS and DMS share inputs. The remaining inputs in the table are default values
that are believed 1o be representative of Sprint operations in Florida.  Additional
company specific inputs contained in the Audited LEC Switching Model (ALSM)
and the swilch user data File include the foliowing:

Minimum Investment per line

Getting Started Investiment

Line CCS Investment and Trunk CCS Investment

8587 Investment

13
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Umbilical CCS investment 02312
Engineered Call per line and CCS per line
Line[Trunk Ratio

Percent Fill

How were the inputs to the Signaling Investment, Switching CoefMicient, and

Global Input Tables developed?

The inputs for these tables are default values that are representative of Sprint’s

operations in Florida.

How were the inputs for the SW Discount Faclor table developed?

The company specific inputs included in this table are the current discount rates
applicable 1o new switching equipment purchases for Sprint - Florida and the

distribution of access lines by switch equipment type.

How were the inputs used for determining the investment in interoffice

transport introduced into the Model?

From input parameters included in the Transport Input Table, the Equipment Price
Table and the Ring Size Table, the BCPM 3.1 develops the interotfice transport

racilities investment necessary 10 provide basic local services,

How were the inputs developed for the Transport Input Table?

14
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With limited exceptions the inputs for the Transport Input Table were developed

from data relating to Sprint’s Florida operations. The inputs for the percentage of
fiber optic cable installed in acrial, buried and underground locations were derived
from data contained in the mechanized plant in nlace (MPIP) enginecring databases,
adjusted to reflect a forward-looking trend of increased underground fiber plant.

The Miscellaneous Equipment and Power Faclor was derived based on the very

recent 1997 ARMIS Report data,

The air-lo-route mile factor was developed by comparing air miles calculated using
Vé&H coordinates 1o actual route miles for a sample of r utes.. The sample included
over 130 local and EAS routes in all areas of the Company’s scrvice territory. The
sheath sharing factor was developed from engineening databases of route-specific

fiber facilities.

The EAS% factor was developed from 1997 usage data. Finally the BCPM defaull
values for Line to Trunk ratio factors were determined to be representative of Sprint -

Florida's forward-looking service quality standards and thus were utilized in Sprint's

filing.

How were the inputs for the Equipment Price Table developed?

The inputs for the Equipment Price Table specify equipment and installation prices
for circuit equipment used in providing interoffice facilities. The material prices

included in the table reflect vendor discounted prices, Florida sales tax, and Florida

specific engineering and labor costs.

15
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How were the inputs for the Ring Size Table developed ? 02314

The Ring Size Table specifies the parameters for determining the capacily of the
fiber optic ring facilities used to provide interoffice communications. The inputs
included in this tablc are consistent with current engineering standards employed in

sizing interoffice fiber optic ring facilitics in Florida.

How were operaling expense estimates included in the Model?

Operating expenses are included in the model on a per linc basis for administrative
and retailing expenses not associsted with specific network facilities. Operating
expenses associated with network facilities were included as a percentage of
investment in network facilities. Both of these estimates were denived from the
actual operating expenses Sprint experienced in Florida during 1997. These
operating expense ratios, when applied against the BCPM forward looking
investment levels, provide a reasonable estimate of the forward looking expenses

aseociated with basic local service.

What other Inputs not specified in the Commission’s Issue 4 were included in

Sprint's universal service cost study?

Other significant inputs to Sprint’s universal service cost study were pole costs, pole

and manhole spacing and Sprint’s actual wire center line counts,

Whai Is the basis for Sprint's pole cost inputs?

16
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The input for pole material cost was calculated as the sum of the barc material cost
for a standard pole from Sprint's invoiced pole cost, plus material and overhead
loadings. Labor associated with placing the pole consists of the contract unit cost.
These assumptions reflect Sprint's actual experience in Florida. Again these recent
experiences provide the best basis for estimating the forward looking costs of poles

under these same markel conditions.

Costs for related anchors and guys, including material, labor and overheads, were

based on Sprint’s actual experience in the Florida market.

How did Sprint develop its inputs for pole and manh_le spacing?

The inputs for both pole and manhole spacing reflect Sprint’s current engincering
design and placement practices for the different density zones. The design for
manhole installation reflects the use of manholes 1o provide fiber feeder as well as

copper distribution requiring access points for drop installations.

Do Sprint's BCPM wire center line count inpults reflect the actual wire center

line counts for Sprint’s local service operations in Florida?

Yes, actual wire center line counts for each Sprint company were included in the

model.

Are the inputs used by Sprint reasonable and do they reflect “real-world”

telecommunications engineering?

17
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Yes, the inputs are reasonable and represent “real-world™ iclecommunications
engineering. Since most of the inputs are based on Sprint's currcit real world
experience in providing local service in Florida, the inputs reflect practical
experience, and the reality based forward-looking cost characterisues of the

geographic territory that must be served.

Has Sprint conducted a cost study using BCPM 3.1 to determine the forward
looking economic cost of basic local service that should be supported by a

u. versal service funding mechanism?

Yes, Sprint conducted a forward looking economic cost study using the BCPM

3.1 and the Sprint - Florida specific inputs described i» my leslimony.

Does this conclude your testimony?

Yes.

18
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MR. REHWINKLE: And that hie Exhibit KWD-1 be
identified.
CHAIRMAN JOHNSON: It will be identified as
Exhibit 80.
BY MR. REHWINKLE (Continuing):
Q Mr. Dickerson, did you also prefile rebuttal

testimony in this matter consisting of some 14 pages?

A Yes, I did.

Q And acccmpanied by an exhibit on rebuttal, KWD-17

A Yes.

Q Do you have any corrections or changes to make to
your prefiled rebuttal testimony?

A No.

Q I1f I asked you the questions contained in your

prefiled rebuttal testimony today, would your answers be
the same?
A Yes.

MR. REHWINKLE: Madam Chairman, at thise time I
would ask that Mr. Dickerson's prefiled rebuttal testimony
be entered into the record as though read.

CHAIRMAN JOHNSON: It will be entered.

C & N REPORTERS TALLAHASSEE, FLORIDA (B50)697-8314
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY OF
KENT W. DICKERSON
ON BEHALF OF SFRINT-FLORIDA, INCORPORATED
DOCKET NO. 980656-TP

SEPTEMBER 2, 1998

Please state your name, business address, employer and current position.

My name is Kent W, Dickersou. My business address is 4220 Shawnce Mission Parkway,
Fairway Kansas 66205, | em presently employed as Director Cost Support for Sprint/United
Management Company. | am testifying on behalf of Sprint - Florida (hereafier collectively
referred to as “Sprint” or “Company”).

ﬁﬂrﬂmmﬂﬂmmmdniuﬂTuﬁ-uyhthhpumdh;u
Auvgust 3, 19987

Yes.

What is the purpose of your Rebuttal Testimony?
[anhhTmMﬂhT&TmdeCthm
Don J. Wood, and MC! witness James W. Wells, Jr. with respect to the validity of the HAI
Maodel Version 5.0a (“HAI Model * or *"HAI*) default inputs to model forward looking costs,

specifically, for Sprint's serving lormitones in Flonida
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I am also responding to the Direct Testimony of Richard T. Guepe of AT&T
Communications of the Southern States, Inc and Joseph Gillan of The Flonda Competitive
Carriers Associstion with respect to USF costs being equal to UNE costs

Are the HAl model nations! default inputs referenced in Mr. Wood's testimony
specific to Sprint’s serving area within Florida or even to the state of Florida?

No. The HAI national default inputs are the same inputs promoted by MCI and AT&T for
all companics across all states.

Why are Sprint's company specific inputs sponsored in your direct testimony
superior to the HAI national default inputs for calculating & reasonable lorward
looking estimate of the cost of UNEs in Sprint’s Florida serving area?

Because Sprint’s inputs are based on the most objective and venifisble data available In
many cases Sprint’s inputs are based on the most recen’. actuzl material and labor cost
information availsble and arc specific to Sprint's Florida operation. The usc of actual
current cost information reflects the impacts of geography and regional labor costs within

Does the use of inputs based on Sprint's most recent and actual experience with the
construction and maintenance of UNEs within Florida, constitute a use of embedded
cost and thereby violaie the forward looking principle of TELRIC?

Mo it does not. Economic theory docs not preclude the consideration of histonc costs in a
forward looking economic cost study Whether o not histone or current costs are & good
approximation of forward looking costs is an empincal issuc. To argue otherwise (e, to
mdﬂwmuﬂwﬂhﬂmmmhlfwmkhumdy}h-ﬁmd:w
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conclusion that svailsble empirical data should not be given any weight in a forward locking
cost study, This would preclude not only use of existing data, but all forecasts based on
historic data; in essence reducing forward looking cost studics 1o pure guesswork.

The lerm embedded costs implies the total historic book cost of a company. In contrast Lo
lhh,Spﬁl'lhpumﬁmmm“ﬂllhhhfmimuwueﬂprmﬂr
forward looking costs and in most cases are based on 1997 and 1998 information. As | will
discuss in a moment there are clear deficioncies with the HAI inputs. However, ot 2 high
level the approach described by Mr. Wells in his direct testimony and Exhibit JWW3
indicates that some portion of the Outside Plant (OSP) Inputs were developed based on a
limited sample of contractor and vendor costs. Although infenor 1o Sprint's approach for
several reasons, the HAI inputs also use current vendor and contractor costs (i.c., current
cost data) to predict future costs. If the inputs sclocted are to have real world application, as
well as 1o allow an scceptable level of verification and ohjectivity, an approach that uses

current actual information is the only reasonable altemative

If the HAI national default inputs for OSP are based in part on some degree of
sampling of contractor prices, why then are they not acceptable for use in predicting
the forward looking costs of Sprint’s Florida serving areas?

There are several reasons why the HAI nstional default inputs are not the best available
information for predicting the cost of constructing OSP within Flonda The most obvious
reason is that the inputs are the same national inputs promotc 4 by the AT&T and MCl in
mmdnmwf:mmmhllnSpmﬂ'lmm;mmmw
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Exhibit JWW3 of Mr. Wells direct testimony contains the limited sampling information that
is purported to support the HAI national defaults for OSP construction costs. Page | of
TWW3 shows 16 data points for the cost of Bury Service Wire. Page 2 of § indicates 6 data
phlhﬂhbuﬂ:-mldm:mum Page 4 of 5 indicates a range of 13
10 21 data points for trench and backfil! and trench and pavement restoral construction
activitics. Finally page 5 of § indicates a range of 8 to 15 data points for the construction

activity of plowing cable.

As these inputs arc national in scale and are promoted for use in all fifty states, the limited
data polnts equate to range of 58% to 84% probability that a given state is not even
represented in the sample. This assumer a best case scenano that cach data pownt ts a

unique state, which may not be the case.

Thmpdvﬂnhﬁhmﬂddﬁpiﬂlmmnﬁhﬁnﬂﬂmuﬂnhﬁ
degree of variability in the construction costs for OSP fucilitics For example, Page 5 of 5 of
JWW3 shows a range of costs for plowing cable ot 24 inches in rural arcas from $.40 o
$1.50 per fool. The range of costs for 36 inch plowing depth ranges from $.50 10 $2.00 in
rural arcas. The same construction aclivity shaws even greater variability for suburban arcas
with ranges from $.85 10 $3.50 for 24 inch depth and from $.90 1 $4.00 for 36 inch depth
MmbﬁthmjﬁmmmMnmmm
ranging from $.40 10 $1.50 per foot Rather the range of contracior prices likely reflect real
differences in regional labor costs, terrain conditions, local government restrictions on
blocking traflic flows and quality of construction issucs such as trench width, depth and il

material
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This is why the best predictor of the forward looking costs within & specific geographic arca
is the market rato for that specific geographic arca. Only Sprint's inputs reflect these local
market conditions.

Starting oa Page 19 of his direct testimony Mr. Wells' maintaing the HAI model
aational defaults are not based on the lowest deflault input value. Do you agree with his
discussion?

No I donot. While it is mathematically comoct that the HAI national defaults are not based
on the sbsolute lowest value, they contain a definite and unexplained bias towards the lowest
value in cach range. For example, on page 5 of § of exhibit JWW?3, the default value for
plowing cable in rural arcas 1o 8 24 inch depth, is lower than 4 of § of the cost estimates
presented with the degree of understatement as ranging from 6% o 188%. The same input
for a 36 inch depth is lower than 12 of |5 of the cost estimates with the degree of
understatement ranging from 12.5% 0 250% . The actual cost of plowing cable in Sprint's
Florida serving area in 1997 was $1.90, which is 138% greater than the HA w.ational default
value. This example illustrates the unsubstantiated downward bia- containcd in the HAI
national default inputs. Clearly in this example, Sprint's venfisble and actual cost of
Mmhmmumm-mmﬂmmmrmm

cosls.

The HAI Inputs Portfolio contained in Exhibit DJW-3 of Mr. Wood's direct testimony
describes numerous alleged *forward looking sdjustments™ to the 1996 ARMIS
cipense data. Do these HAI national defavht adjustments and assumptions result in

reasonable estimates for forward looking ¢ (penses?
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No they do not. Many areas of the HAI national def sult assumptions and expensc inputs
result in unreasonable cstimatcs for these nocessary cxpenses. A simple companson of the
HAL $.0a results to Sprint’s 1997 actual expenses domonstrates the grossly understated

nature of the cost estimates resulting from HAI 5.0s model and national default inputs.

Before describing several of the more scrious arcas of grossly understated expenses, | first
want to clarify that Sprint is not advocating that em bedded book costs of operating expense
levels are automatically appropriate forward looking cost estimates. In fact Sprint’s forward
looking cost estimates contain very material reductions o actual booked cost. Rather, as |
will now illustrate, the sctual costs serve as useful, factual and objective information in order
1o test the reasonablencss of the results sponsored by Mr. Wood.

Exchibit KWD-1 demonstraics the unreasonably low levels of investments and expenses
resulting from HAI 5.0a and national default inputs. For example:

1. HAI 5.0a estimates general support expenses spproximately $8% less than actual for
Sprint. This understatement is tied Lo an crroncous assuinplion which attnibutes
approximately 60% and 54% (HAI filed onc cost stndy for Sprint-United and onc for Spant-
Central), of Motor Vehicles, Garage Work Equipment and Other Work Equipment 1o
corporatc overheads. HAI then excludes this portion of those assets. Motor Vehicles,
Garage Work Equipment and Other Work Equipnent is almost entirely utilized for the
construction and maintenance of cutside plant facilities. The HAI model national default

assumplion is unrealistic and dramatically understates the cost of these nocessary assets
2. HAI 5.0 estimates Plant Non-Specilic expenses approxamately 54% less than actual

for combined United and Central companies. Again this reduction is based on an

erroncous national defaull assumption that treats all companies i all states with the same
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broad brush of alleged incfficiencics. This arbitrary and excessive reduction is not

supported by any data specific to Florida or 1o Spnnt.

3, HAI $.0a estimates digital switch maintenance expenses spproximately 70% less than
actual for combined United and Central companies. The justification for this excessive
reduction comes from a 1993 New England Telephone incremental cost study. The AT&T
and MC] witneases provide no support for the association of the outdated cost study Lo a
company the size of Sprint serving predominately rural temitones in Flonda

4. HAI 5.0a estimates customer and corporate operations expenscs approximately 80% less

Mumﬂmmtwnm{mﬂm;mm
the HAI 5,0a model and national defsult inputs are unreasonable and must be rejected

The HAI Inputs Portfolio contained in Exhibit DJW-3 of Mr. Wood's direct testimony
describes the national default assumptions for the kevel of structure sharing with other
companies. Do these HAI national default assumptions reflect a reasonable estimate
of the forward looking level of cost sharing within Sprint’s Florida serving area?

No. The HAI national default inputs dramatically overstate Sprint’s cost shanng
oppmuﬂiuumdﬂdnithpﬂuuduwtbiqmurubwidubhudmnduﬂ For
e:nph.nuﬂnhdﬁpﬂfuﬂﬂmedehﬁ:Milhuf
the cost of poles is bome by Sprint. Based on this reality Sprint assumed a pole shaning
factor of 30% in the study filed in this docket This contrasts with the HA national default
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sssumption of 25%. This equates 10 17% understatement of the cost of poles within the

HAI study,

Even more dramatic is the level of understatement associated with trenching buned cable
and conduit. The HAI inputs generally assume rway 67% of the costs for trenching
buried cable and conduit. Sprint’s actual expenience indicates a much different reality,
where the real world issues of work coordination with other companics, safcty concerns with
power cables and available space considerations make significant shaning of buned and
underground construction costs unlikely. Sprint's witness, Mr. Lacmmili, discusses the real

world issues constraining structure sharing opportunitics at length in his rebuttal testimony.

Are the HAI national default cable sizing factors supported by Mr. Wood's and Mr.

Wells' reflective of a functioning real world telecommunications network?

No. The HAI national default inputs fail 1o recognize that fill factors within actual working
networks are reflective of some cables that are completely full and other now cables that are
oaly partially full. At any given point in time, the un-utilized cable pairs provide the
inventory necessary to moet customer demand for new services within three working days
and 1o resolve 95% of trouble reports within twenty-four hours. This service standard within
Florida is likely continue into the future, thereby requiring maintcnance of the neccssary
cable pair inventory which enables Sprint 1o mect these service standards for both retal and
wholesale customers.

The concept of a firm requiring Laventory in order 0 run its business is not unique (o
telecommunications nor is it 8 principle that can be ignored Further any suggestion that i 1
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WHmﬁhmhhmFﬁmmmhmMu
common business practices. The local hardware store must maintain inventory Lo satisfy
customer demand for products. A hardware store which is consistently out of nails will soon
drive its customers 1o shop elsewhere. The carry cost of an inventory of nails ts most
certainly reflected in the current cost of nails Lo current customers The practice of charging
current customers for the cost of inventory 13 an everyday occurtence across ncarly all
business segments including telecommunications This basic business reality is igaored in
the unrealistically high levels of distribution and focder cable fill factors sponsored by Mr
Wood's testimony. For this reason, the unrealistically low HAI default cable fill inputs must

be rejected in favor of the real world inputs sponsored in my direct testimony

In his testimony, Mr. Wells uses the ILEC pole cost data gathered from the FCC o
justify the proposed HAI default pole cost inputs. Do you agree’?

No. The values for Sprint, 23 reported to the FCC, did not reflect all of the costs related 1o
the cost of pole materials and installation. For instance, the FCC reportod material cost of
£170 was a bare material cost and did not include related matenial overheads for ilems such
us shipping, taxes, and warchousing. The USF filed input of $255 does include those
material overheads. Additionally, the FCC installation cost of $100 as reported was sumply
incorrect, since it was estimated instead of based on actual expenence in placing poles n
Sprint's territory in Florida The correct USF filed installation cost of $294.00 was based on

an analysis of Sprint's rcent experience placing a total of 526 poles in the state of Flonda

The HAI Inputs Portfolio contained in Exhibit DIW-3 of Mr. Wood's direct testimoay

describes the national default assumptions for Placement Fractions for botls
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Distribution and Feeder Cable. Do these HAI nationsl default assumptions reflect a

reasonsble estimate of Placement Fractions within Sprint’s Florida serving area?
No. The HAI Input Portfolio is trying 1o fit 8 National square peg into a Florida specific
round hole. Sprint places buried or underground cable in approximately 88% of its
distribution cable, 97% of its feeder copper cable and 98% of its fiber foeder because it 15

inexpensive 1o dig trenches and less expensive than scnal 1o maintain.

The surface structure of the Florida service Laritory consists of 76% of fine sand and 10% of
si.dy loam. These terrain types allow for relatively inexpensive placement of buried cable.
The HAI mainteaance factors show that the cost of maintaining acrial cable is 68% greater
(13.7% scrial vs.8 2% buried) for the Central Telephone territory and 46% greater (6.3%
serial vs. 4.3% buried) for the United Telephone territory than buried cable. The same cost
savings can be soen with the use of underground plant.  The cost of maintaining scrial cable
is 244% greater (13.7% scrial vs.4.0% underground) than underground for Central

Telephone and 291% greater (6.3% acrial vs. |.6% underground) for United Telephone.

Greater acrial cable maintenance costs are aitributable to the severe thundersiorms and
hurricancs that plague the area.  For example, in 1985 Tallahassee was hit by hurmcane
Kate causing power 10 be out for an extended period dus 1o the power services reliance on
acrial plant, whereas telephone service remained almost entircly operational due 1o the

greater percentage of buned and underground cable

HAI however, has an extreme bias towards acrial cable. For cxample, the density zooc of
201 - 650 (which contains the largest number of Sprint customers), the HAI input for acnal

distribution cable is 30% vs. Sprint's input of 12 4% The HAI input for senal copper feeder

10
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is 40% vs. Sprint's input of 2.8%, and the HAI input for acrial fiber foeder is 30% vs. 2%
filod by Sprint. The HAI poroent acrial plant input is subject (o further overstatement dus Lo
the HAI model *Buried Available for Shift* input. This input claims 1o look at a least cost
approach for build Buried or Acrial plant. Sprint's analysis has shown that this algonthm
does not switch plant from serial to buried but caly shifls from buried to scnial. Therefore
HAI will not model the overall least cost network in hurricane prone arcas such as Flonda

HAI also does not consider the building codes of the Florida service arca. Building codes
commonly require below ground telephone plant when building to new areas. For example,
Destin and Almonte Springs have issued ordinances prohibiting the use of senal plant. This
forward looking trend will further reduce the noed for acrial plant in the future.

HAUI's bias towards serial is not forward looking and is certainly not least cost. Sprint s
ﬂwwmnfmm;h-ﬂwnmhdbym;dnm
scrial cable being installed in the Florida service arca. As discussed in Mr. Lacmmli's
rebuttal testimany, Sprint's BCPM plant mix inputs reflect real world engincering decisions
resulting in the least cost network design consistent with real world issues such as termain,

density and local building codes.

Switching Costs

Q. Are the HAI switch cost results reasonable?

A. No. As shown in Exhibit KWD - 1, the HAl switch investment results are only
approximately one half of that of the forward looking BCPM results using Sprint - Flonda
specific inputs. It should be noted that this difference exists cven though the forward lookaing
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BCPM results arc already 53% below Sprint's book cost for digital switching equipment.
The HAI resulls combine switches from several vendors and companics, and in efffoct creates
s cost function that is sverzged nationally. Further, as the HAI national default switch cost
curve is based on a Northern Business Information siudy which focuses pricipally on the bell
companics and G.T.E,, it is not at all reflective of switching costs for an independent
telephone company operation the size of Sprint's Local Telephooe Division.

In contrast to the HAI national default inputs, Sprint’s data, combined with the input oplions
reflected in BCPM, reflects the actual and cusrent contractual arrangements betwoen Sprint
and the switch vendor. Effective discounts reccived by LECs for switching equipment vary
significantly depending on the switch vendor, LEC size and the dollar amount of purchasing
commitments. To the extent the Northern Business Information study results include switch
Mhlﬂﬂﬁmmmmwﬂwmmwbhwﬂdm
Sprint - Flonda.

The BCPM, by contrast, reflects Sprint's specific purchase arrangements Sprint-specific
vendor discourts can be input, ensuring that sctual LEC price levels are reflected. Spaat’s
BCPM results provide reasonable forward looking estimates of Basic Local Service swilch

costs which are reflective of real world contracts, transactions, traffic patiems and costs

Universal Service yersus Unbundled Network Elements

On Page nine of Mr. Guepe's testimony and on Page four of Mr. Gillan's
testimony they state that USF moJeling should parallel UNE modeling. Do you agree

with this statement?

12
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Yes, with some limited exceptions. For the most part the cost of loop, swilch and transport

network clements that comprise basic local service are the same as when those network

elements are sold on an unbundled basis. Some necessary differences between USF and UNE

costs arc.

UNE unbundled loop costs must reflect the cost of additional equipment nocessary
to breakdown a common fiber path between the switch and the next gencration
digital loop carrier device (NGDLC) so as o deliver single unbundied loops to &
new entrant competitor, This equipment is un-necessary for USF 23 a common path
can be used between the switch and NGDLC in that case.

UNE costs must reflect the removal of retail costs svoided when selling UNEs al a
wholesale level.

The usage cost of switching included in USF refiects only Local and EAS calling,
whereas UNE switch ports properly reflects the usage for all jurisdictions of calls

Does this conclude your testimony?

Yau

13
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MR. REHWINKLE: And this his Exhibit KWD-1 on
rebuttal be given an exhibit number.

CHAIRMAN JOHNSON: KWD-1 rebuttal will be
identified as 81.

BY MR. REHWINKLE (Continuing):

Q Mr. Dickerson, do you have a summary of your
direct and rebuttal testimony to give?

LY Yes, I do.

Good afternocon, commissioners, I'm Kent
Dickerson. I'm here representing -- I'm employed by Sprint
as the director of cost support. In that position, 1 have
responsibility for cost information for all of Sprint's 19
state local telephone divisions, including Sprint of
Florida.

The purpose of my testimony that I filed in this
docket was to respond to the Commission’'s issue list as it
related to the determination of Florida-specific model
inputs. 1 support Sprint of Florida‘s BCPM results and the
associated Sprint of Florida specific inputs used to
generate those results. 1'd like to highlight for you my
approach to numercus major BCPM inputs and how I went about
making those forward-looking and specific to Sprint of

Flor.da.

All the material costs, material costs for poles,

for cable, for switches, for digital loop carrier devices,

C &N RTERS  TALLAHASGSEE, FLORIDA [650)697-8314
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reflect the current as-we-speak vendor cost specific to
Sprint for the purchase of those items. The labor cost
associated with the installation of those equipment items
are specific to Sprint of Florida in terms of its company
labor and in terms of its contract labor.

Looking to construction costs, for example, the
costs that we pay contractors to plow cable, to cut and
restore asphalt, cut and restore concrete, trench, the
prices reflected in this filing reflect the prices chat are
in a contract currently being charged for work as we ait
hers and speak today.

The construction activity, this is a major input
inte the model. It predicts, if I put in a thousand feet
of cable, what -- will a hundred feet be plow? Will two
hundred feet be trench? Will three hundred feet be backhoe
trench, cut and restore asphalt and so on? I have
satisfied those inpute based on an analysis of Sprint of
Florida‘s actual percentages of those construction
techniques for the most recent period of 1997.

The plant mix, the percent aerial, underground
and buried has been made specific to Sprint of Florida's
serving area. In addition, we did a forward-loocking
analysis to ascertain whethe: there were any significant
chantes and we made some slight modifications of the

current plant mix to ensure a forward-locking perspective.

C & N REPORTERS TALLAHASSEE, FLORIDA (B50)697-B314




10
11
12
13
14
15
16
17
18
13
20
21
22
23
24

25

2333

Network design, you've heard a lot about the 12
thousand kilofoot fiber copper break point. I used a 12
thousand kilofoot fiber copper break point. That is, in
fact, what is being deployed in Sprint of Florida's network
as we @it here today. 1It's also the same necwork design
that is being deployed in all of Sprint's 19 states, and
it's being deployed for the reason you've heard several
times because it is the least cost approach to building a
network that will alsc support advanced services.

Cable £ill factors, I‘'m sure that having sat
through some UNE dockets, you‘ve heard a world of
discussion on cable f£ill factors. On the ilistribution side
of the network, I1°'ve reflected current realities, Again,
this is what’'s being deployed in our constituents' serving
territories in Florida. We are putting two pair in the
distribution cable, and that is the correct least-cost
approach because one simple reality. If you've got between
a 15 and 20% second line penetration in Florida, if you
envision here is a new housing development, how are you to
predict out of a hundred houses which are the 20 that are
going to request the second line? You can't predict them
is the answer to that.

So what you have is you have two alternatives,
you have an alternative to say, I can incur a slight

increase of the material cost at the point of initial

- —

C & N RETORICRS  TALLAHASSEE, FLORIDA  (850)697-6314
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construction. I can increase my cable size for some
additional cable pair. This doesn‘t have any impact on the
cost of creating the trench which is the largest part of
the cost. It has some effect on splicing costs upward.

If you don’t choose to make that d:cision at that
point, your alternative is to come b;ck through residential
neighborhoods, through streets, through sidevalks, through
driveways, through yards, through landscapine and place
additional cable pair. 1I've filed analyses in other states
which clearly demonstrate the least-cost approach to this
is to put -- anticipate this and put the cable pair in at
the point of initial installation.

The structure sharing inputs that I've filed are
reflective of real-world opportunities for structure
sharing. Where significant opportunities for structure
sharing exist, i.e., aerial plant, I've reflected that. My
input reflects only 30% of the cost of aerlal structure
being poles, being assigned to the telephone. Conversely,
below ground constructicn, the real world is there ia
limited opportunities to share those structure costs. I
have used inputs that exceed what our real-world
opportunities are as we sit here today in Florida.
Conversations with our engineering and construction
personnel in Florida indicate minimal. 1 have used inputs

that vary from 10% to a 5% opportunity.

T & N REPORTERS  TALLAHASSEE, FLORIDA f{B50)697-8314
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The expense inputs, they’ve been -- again, they
are specific to Florida. They are based on recent
relationships of plant maintenance to plant investments.
Those relationships then get applied in the model to
forward-looking investments, and as I'll show in a minute,
they result in substantial forward-looking reductions in
plant maintenance costs.

There are other expense categories which are more
logically assigned based on a per line basis. These would
be items such as general overheads, customer service
expense. Those have been applied in the model on a per
line basis as oppused to a percent of investment. A
high-cost customer in a rural area who requires more
investment to serve doesn't necessavily drive any greater
proportion of general support, general headquarters,
customer support type expenses, so that relationship has
been reflected in my study.

Now I'd like to talk a little bit about what I
believe to be the sharp contrast to my approach that you
will see in ATAT and MCI‘s cost study. One, they come at
the majority of their inputs with a national level
approach. Yes, they claim to make some small modification
for labor costs, It's completely inadequate in predicting

local labor rates.

They assume national level construction

C & N REPORTELRS TALLAHASSEE, FLORIDA (B50)697-8314
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techniques, their plow, their trench, their cut and
regtore. It's the same assumption you'll see -- I've seen
in Texas, Nevada, North Carclina, South Carolina,
Tennessee. It’'s the same everywhere you go.

Here is the quantum assumption that they base,
they share away 67% of below-ground construction cost bas=d
on an assumption that we are not only trying to reconstruct
a telephone network but somehow simultaneocusly we're
reconstructing the entire power and cable network. Every
inch of every trench is assumed to be shared. In part due
to vendor costs, which are far lower than what I know to
factually be Sprint‘’s opportunity for vendor purchases,
their switching coste generally are half of my
forward-locking switching costs wh.ch are already half of
my embedded book cost, so effectively their switching
investment is one fourth of the digital switching
investment that is on Sprint's books.

Their next-generation digital loop carrier
devices, their input is approximately a third of what I
know to factually be Sprint’'s installations, very recent
installations for these forward-looking equipment devices.

Looking to expenses, they have unfounded national
default expense reduction assumptions. They assume away
50% of network coperations. They use a 1993 New England

telephone digital switching maintenance factor with no

" C & N REPORTERS TALLAHASSEE, FLORIDA (B50)1697-B314
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analysis as to why this would apply in Florida, why would
it apply to Sprint of Florida.

They assume a national default plant mix. It
predicts completely unrealistic levels of aerial plant in a
hurricane prone state such as Florida. They completely
ignore the realities of cable fills by failing to place
enough real-world pairs in the distribution cable to
achieve a least-cost approach to second-line demand.

Mr. Wood did not disappoint me. I expected to
hear that my real-world, most-recent and cucsrent and
market-specific data, I expected to hear that characterized
as embedded costs, and I believe that's what Mr. Wood
stated; and that’s not at all the case. And in my rebuttal
testimony, I provided an analysis, which 1'm going to show
you briefly which shows that clearly that's not the case,

If I could refer you tc Exhibit KWD-1 in my
rebuttal testimony, this is real brief. Loocking at the
total investment levels resulting from this approach and
comparing it to the most recent 1997 ARMIS date, the total
investment without attempting to index it, and generally if
you index cable and wire investments the factor that you
would apply would be two to three times what your bock cost
is, it would increase your bock cost. Without even taking
that into account, my investment levels are 27% below what

is on Sprint's booka today. Dramatically in contrast to

C & N REPORTERS  TALLAHASSEE, FLORIDA (AS50)697-B314
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this, the HAI model results suggest a 52% reduction from
Sprint’'s book cost.

Locking at the associated expenses, my study
reflects a 37% expense decrease, #o clearly my recent
fact-based approach does not duplicate my embedded cosats in
any fashion whatscever. Again, in sharp contrast, the HAI
model suggests a 62% reduction in our operating expenses
possible to continue to serve our two million Florida
customers as based against the most recent period of 1997.

I would welcome additional gquestions in thie
area. It wasn't in my direct testimony, but 1 certainly
can respond to some of the assumptions that the HAI
components make in regard to why these expense reductions
would be possible. The fact of the matter is most of what
you've heard them say are already implemented in Sprint’s
operation. They’'ve already been reflected in the 1997
expense levels. That concludes my summary.

MR. REHWINKLE: Mr. Dickerson is available for
cross examination.

CROSS EXAMINATION
BY MR. HENRY:
Q Mr. Dickerson, my name is Mickey Henry. 1
represent MCI. I have one very small area I want to ask
you about.

A Okay.

— T & N REPORTERS  TALLAHASSEE, FLORIDA [(BSD)697-8314
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Q In your summary you indicated that your modeling
aspumption is to put two cable pair to all the households
because of Sprint‘s experience of a 15 to 20% second line
penetration rate in Florida; is that correct?

A Yes, 1 was talking in general terms. I don't
know the exact penetration rate for Florida, but, yes. And
I was specifically talking about in the distribution side
of the network.

Q Okay. So, in effect, with that assumption in the
model, "“en the model would build a cable ocut to every
household -- or actually I think housing unit, but that's
not the point -- would build a two-cable pair to each
household, correct?

A That's correct.

Q Okay. So that if someone, in fact, did -- under
that assumption then, the incremental cost to provide a
second line to a household would be zero, correct?

A No, that's not correct. What is done in both of
these models --

Q Or -- Okay.

A What is done in both of thesge models is, you
provision whatever level of cable pair you believe
appropriate to each household or housing unit. You then
load in the demand you deem appropriate and you develop the

unit cos*.

—C & N REPORTERS  TALLAHASGSEE, FLORIDA (B50)1697-B314
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What has been reflected in my cost study, for
example, is a true, grounded-in-reality, forward-looking
assumption of two distribution pair to each household.

Then to the extent that there is already second-line demand
at a 15% penetration level that is reflected in my working
line count, the total of that cable plant has been spread
over the total of the demand, including whatever second
line demand is included in that working line demand to
developr the unit cost. So the unit cost -- in both models
the unit cost of the second line is the same cost as the
unit cost of the first line. They share in all the
economies of scale that exist in the network.

Q Okay. So the incremental expense though then to
actually activate a second line would be minimal, correct?
A It would be the same expense to activate the
firet line. It would be whatever is necessary to establish
connections at croes connects and so on as well as to enter

the order data in the system.

Q Okay.

A So it's the same cost in both instances.

Q The investment is already there. There would be
no investment expense in activation of the second line?

A Well, I explained, I think, quite thoroughly for
you how these models approach it; and the cost of the

second line is the same as the cost of the first line. The

C & N REPORTERS TALLAHASSEE, FLORIDA (850)697-8314




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

2341

only opportunity that I see whatsocever here -- and again
this has been spread in the model, but even in the real
world, the only opportunity you have is to .he extent that
your drop cable included additional cable pair as it
properly would in a least-cost -- you know, it would be an
absolute disaster to have to go out and install new drops
every time you get a second-line request. So you don't go
out and install a nmew NID. You don‘t go out and install a
new drog, but all those have been -- in both models have
been reflected. The total demand has been divided into
those costs, so to the extent that you put a NID in there
and some portion of NID serves greater than one line, that
has been reflected in the unit cost calcularion.

Q Okay .

MR. HENRY: That's all I have. Thanks.
CROSS EXAMINATIUN

BY MR. RUSCUS:

Q Good afternoon, Mr. Dickerson. Stephen Ruscus

representing ATET.

A The last name was Ruscus?

Q Ruscus.

A Thank you.

Q You are advocating chat this Commiseion adopt

Florida-specific, and in particular Sprint terricory

Florida-specific values for Sprint‘'s territory; isn’'t that

C & N REPORTERS TALLAHASSEE, FLORIDA (B50)697-B314
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correct?

A Yes, I believe that represents the most factual
approach to estimating the forward-looking costs in those
same serving areas.

Q And isn’t it true that what I've just said means
that there is a first concept which is you provide
Florida-specific values which would be those appropriate
for the St. e of Florida, correct? But the second part of
that is that within the State of Florida you're advocating
geparate inputa for Sprint territories; is that correct?

A Yes, that’s what I filed. I have reflected the
current and expected forward-locking realities in Sprint of
Florida's serving area.

Q And in your mind you contrast that with what
you’ve characterized as national default wvalues, correct?

R Yes.

Q Okay. Can you tell the Commission how many
values you've utilized in your run of the BCPM that are
national default values?

A No, I can't, but I can provide some related
information. If you would like to -- Let me refer you to
my testimony. We can go through this. On Page & of my
direct testimony, mtarting on Line 5, depreciation rates,
those have been made specific to Sprint., Cost of money is

specific to Sprint. Supporting structure, specific to
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Sprint of Florida. Structure sharing factors, specific to
Sprint of Florida. Fill factors, fiber cable costs, copper
cable costs, drops, NIDs, cutside plant mix, digital loop
carrier costs, terminal costs, switching costs, traffic
data, signaling costs, transport costs, expenses, all
specific of Sprint of Florida. 1 believe that the vast
majority of the material inputs to the ECPM have been made
to be specific to Sprint of Florida.

Q But you have no idea in which instances you've
u- -4 default values; is that your testimc.ay?

A Ko, that's not my testimony.

Q Well, that was my question.

A And my answer was, no, and what I provided to you
is quite a comprehensive list of all the substantial model
inputs that are specific to Sprint of Florida.

Q Okay. Now --

A We can go through the rather menial left-over
model inputs which would be default, if you think that's of
value, but I assure you theme are all the material drivers
of cost, and they've all been made Sprint of Florida
specific.

Q Whether or not you consider them to be Florida
specific, were any of them adopted from the BCPM default
input groups?

A Yes, some of them were,
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Q Which ones?

A Manhole costs were default values. Certain
switching -- The switching algorithm was utilized;
however, the Sprint‘s actual and current vendor discount is
still utilized in that calculation. So in that fashion,
even that calculation is still specific to Sprint of
Florida. The terrain data that underlies the model is
spec. .ic to Sprint of Florida, although I didn‘t have to
manipulate the data. It comes from U.S. geclogical
census. Again, far and away, I would state I'm confident
that all the material inputs are Sprint of Florida
specific.

Q Okay. But in answer to my gquestion, the manholes
costs, although you view them as specific, are the default
values set out in the BCPM, correct?

A That’s correct., 1It's difficult -- the
underground conduit system, as evidenced by all the parties
inpute in this docket, they last a long time; and it was
more difficult for me to gathe: recent factual informacion
in that area. 1 did, was able to gather that in nther
states, and I do have that as a basis for judgment on the
appropriateness of the default values for BCPM. I used the
default valuea for that.

Q 8o you found a value that the BCPM modelers

thought would be applicable to California and Nevada,
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Wyoming, New York, South Carolina to be applicable to
Sprint-Florida as well; is cthat correct?

A Well, let me explain again. I didn’'t have any
recent real-world information, which is far and away the
best approach; and far and away tle majority of the inputs
that I've filed, that's how they were developed. Again, in
the absence of the best data available, which I've used in
almost all other cases, I used the default values. Again,
I had as a benchmark of reascnableiess, 1 had some recent
manhol- installations in our Nevada serving area which I
could use as a basis for judgment. They were, in fact,
higher than the default values, so I judged the default
values and the use of them to be conservative.

Q I need to reask my question. Isn’t it true that
you have just now in your testimony characterized the
manhole default values which the makers thought applicable
on the national level as being repreventative of Florida --

of Sprint's Florida experience, yes or no?

A I have accepted those in absence of better
information.
Q Now ian’t it true that with -- Would you aqree

that next to the loop the switch is the biggest cost driver

in cthe BCPM?

A I would agree that n2axt to the loop :t is the

bigges- cost driver; however, it‘s 12% of the total, so
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that's a pretty big step when you go from loop to switch.

Q But you’re not representing that you‘d be willing
to reduce your suggested universal service prices by 12%,
are you? I mean this is a significant cost factor, would

you agree?

A Of course.
Q Okay.
A I was just pointing out it‘s far -- the loop far

and away is where the costs are in this calculation.

Q A1 with regard to the switching inputs which you
utilize in the BCPM, all of the switch investment
information for the actual ccst of that equipment, save for
the discount value, is default value which the BCPM makers
found applicable nationwide; is that correct?

A No, that's not correct.

Q Okay. Well --

A Over half of the switches in this cost study are
a direct result of SCIS, switching cost information,
BellCore. You can utilize BCPM in several different
fashions. It’s quite flexible in the area of switching
costs. To the extent that you have SCIS investment
results, you can enter that into the model and for
approximately half of the wire centers in my cost study
that is what I have. So right off the bat, over half of

them are entirely specific to Sprint of Florida.
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Second of all, even when using the switching
algorithm, there are inputs which are utilized in that
process which are specific to Sprint of Florida, and I'11
run you through several of those. One I mentioned, the
actual vendor discount. Two being the share of SE
switchea, versus DMS switches.

Q Can you show me where you are in your cost study
as we go through.

MR. REHWINKLE: I'm not sure he was finished with
his answer.

MR. RUSCUS: Well, I'm asking him to go back to
the beginning of that list and help us understand where he
ig.

MR. REHWINKLE: Well, let's let him finish the
liet first. I think, Madam Chairman, that would be
appropriate. If Mr. Dickerson was making a list, he ought
to be able to finish it, and then counsel can go back
through the list if he‘d like.

CHAIRMAN JOHNSON: I'm going to allow the witness
to finish his response, and then if it needs to be
clarified, it can be clarified.

A On Page 2 of the switching global inputs is where
the discounts -- and these are proprietary. 1 don’'t know
if you've got a proprietary or nonproprietary. This i8

where the Sprint-specific discounts are entered. On that
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same page you then utilize that same Sqrintrnpecific
information to develop the switching discount adjustment
factor which takes into account the discount factor times
the percent of this equipment item that is material versus
labor, because the discount factor »nnly applies to the
material portion. That'’s Sprint specific. The stand-alonas
host and remote percentages are Sprint specific. 1[I think
those would be some examplem, Mr. Riskum (phoneticas).
Ruscus.

A Ruscus, pardon me.

Q So turning to Page 1 of 51 of your inpute list,
it looks like the first page of the global inputs chart,
it's entitled "Manual Inputs," tell me which of the, it
looks like, approximately 15 values in that chart were
default inputs in which you specified?

A There is no need for the bulk of these to be --
Most of these are default values. 1 think perhaps alli of
them are. That doesn’'t mean, however, though, that 1 did
not review them to ascertain whether I would expect them to
be different had I put company specific because we did, in
fact. For example, the MDF protection assignment to USF,
that is an FCC mandate. They’'ve already ruled on it. They
say it's a hundred percent assigned to port. That is not
an issue that should vary company to company so, therefore,

the input does not.

C & N REPORTERS TALLAHASSEE, FLORIDA (BS0)697-8314




Lt

o, un

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

2349

At the top of the page, the basic investment
levels for SE and DMS awitches, those won't vary. What
will vary is the company's discounis on that. So in other
words, there is no need to vary that input because you have
an input that is applied to it that achieves the
company-specific result, so there is no need to do that.

Looking at excess line CCS option, it was a
cognizant decision. We assign excess CCS investment to the
‘sage versus to the port. So you can view it however you
like. We viewed -- we've reviewed these and determined
whether we needed to change them or not and determined we
didn‘t.

Q And you would agree that tlie values you thought
you did not need to change to a Florida-specific value were
the national inputs captured in this chart, correct?

A Yes, which would only, you know, be related to
fractional portions of the overall switching investment
since we’ve already determined and we understand that half
of the switching investment is already completely specific,
and the major parts of the calculation for the remaining
half are company specific by virtue of using the
company-specific inputs I‘ve just stepped you through.

Q Now let’s move two pages further on to what, I

helieve, is called “SW State Defaults." Do you see that

chart there?
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A Could you tell me the page number at the bottom?

Q It looks like 3 of 51. There are no Bates
numbers?

A Yes, I am on that.

Q Reading across that page, I believe one, two,
three, four, five, six columns, how many of those columns
are national default values?

A Thegse are all national default values.

o] Okay .

A However -- well, on Page 3 of 51, these are all
national defaults.

Q And you thought those were representative to
Sprint's Florida specific values, correct?

n Let me check something because 1 think that we
provide some additional information that replaces part of
this.

(WITNESS REVIEWED DOCUMENTS)

A Okay. No, what I was thinking of relates to the
approximately half switches which we provide the
Sprint-specific SCIS investment.

o Flipping to the next page which is Page 4 of 51,
with the exception of the SEES share and DMS share, how

many of those inputs are default inputs?

A I believe those are all defaults. Again, these

get used in the calculation which applies those additional
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Sprint-specific values that I spoke of.
Q That would be the mix of switches and the

discount?
A Yes.
Q So we can agree then that a substantial number of

the inputs used to generate Sprint’'s BCPM switch cost was
in an instance where you entered data separately are
national default values, correct?

A No, I'm not going to agree with substantial. I
suld agree that what we went through, there are some use
of defaults. And I would emphasize, again, that I believe
that the material, the cnes that have the biggest impact

are Sprint of Florida specific.

Q Let's talk about the discount for a moment. You
indicated that you believe the discount was an important
determinant of switch price; is that correct?

A Yesn.

o] When was the contract executed from which the
discount was derived?

(WITNESS REVIEWED DOCUMENTS)

A Well, I'm not sure about your term “"execute.”
What I was looking for was Late-filed Deposition Exhibit
Number 7.

MR. REHWINKLE: Yeah, I'm not certain, and I

don’t have it with me. We provided the contract in
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discovery, but I don't know if we claimed -- I believe we
claimed the entire thing confidential, and that would
include the date.

MR. RUSCUS: Okay.

A I can say this. 1It's the contract that's
currently in effect. It reflects our current contract.
BY MR. RUSCUS (Continuing):

Q If it were the case that the contract from
which -- And by the way, in discovery you provided a
contract stating a discount for only one of the two
companies you say you use; is that correct?

A I guess my attorney could verify that.

MR. REHWINKLE: I believe that's the case.
A There was such tremendous amounts of discovery.
MR. RUSCUS: For the Nortel but not the 5EES,
correct?
MR. REHWINKLE: Yes.
BY MR. RUSCUS (Continuing) :

Q So on the representation of your counsel that
that is the discovery provided, is your test -- and the
question was, upon what do you base your discount? Is it
your testimony that the discount for the Nortel switches
wae the basis of your discount for all switches in Florida?

MR, REHWINKLE: I‘m further informed, and I

beliave our discovery may have reflected mo, that we do not
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have a contract with Lucent.

WITNESS DICKERSON: What was that?

MR. REHWINKLE: That we do not have a contract
with Lucent.

WITNESS DICKERSON: I don't think that’s correct.

MR. HEHHIHKLEﬂ That's why attorneys should keep
their mouths shut.

WITNESS DICKERSON: I don’'t think that'’s correct.

MR. REHWINYLE: 1I‘ll let the witness testify.

A 1f we look at Page 2 of the switching global
inputs you’ll see discounts specific to SE and specific to
DMS, and each of those are reflective -- my understanding
is that each of those are reflective of our contracts with
each of those switch vendors.

BY MR. RUSCUS (Continuing):

o] S0 when we asked you in discovery to provide the

duration of those contracts, did you identify a duration

for a SE?

A Yos, we identified a duration of a contract for
Lucent Technologies in Exhibit Number 7. I'm looking at it
right here.

Q Okay. To the extent that the contract you
provided for Nortel on its face indicated that it would
have expired by the present time, do you satill think that

the discount called out in that contract is appropriate for

— C & N REPORTERS TALLAHASSEE, FLORIDA (850)697-B314
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use in the BCPM model for a forward-looking model?

A Well, your question has no basis. I'm looking at
Deposition Exhibit 7, and the contract still is in effect
according to this response.

Q Actually it does have a basis. If that document
is examined, it will confirm my statement. There may have
been a further extension reflected in your answer, but I'm
talking about the document that's the executed contract by
th., parties, use of that discount, would you consider it
appropriate if -- and you can take this as a
hypothetical -- the duration of the contract was such that

it had expired by this time?

A It may or may not be. I don't think I would know
for certain, My understanding is what I have filed
reflects a current contract that is still in effect.

Q But you don‘t know one way or the other whether
you would consider the discount appropriate were it the

case that the contract had expired?

A I wouldn’t know for certain. I'd have to do --
you know, I would have to understand whether there is
reason to believe that the contract discount would change.

Q Are you familiar with the Turner Plant Index?

A Yes.
Q What does the Turner Plant Index may about the

general trend in switch prices?
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A I believe it says they've come down and, you
know, that's why I filed the foriard-looking cost study
which reflects switching investment.

Q So if the cost --

A Wihich is approximately 53% below my book coat.

My study reflects switching investment of 365 million.
There is 776 digital switching investment on Sprint of
Florida‘s bocks. That's a 53% reduction.

Q Let me ask you a question., Are you aware whether
or not the face cost, the list price of the DME2-100 switch,
in fact, has gone up slightly over the same period of time
that switch prices in the aggregate have declined?

A I don't know.

Q If that were true, wouldn’'t that suggest that the
discount rate upon which you believe the switch price
depends has been increasing such that diecounts available
to companies are getting better?

A I didn't understand your gquestion.

Q 1f the list price of a switch over time is
staying the same or increasing but the Turner Index
indicates that the aggregate switch prices are decreasing,
that decrease has to be accounted for in the discount rate

applied to the list price; is that correct?

A I don't know. It seems as though I‘m getting

into a hypothetical since I answered. I don't know that

—C & N REPORTERS TALLAHASSEE, FLORIDA (8500 697-8314
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it*s factual that list prices are going up.

Q QOkay.

A Supposing a hypothetical, I think your math would
be correct.

Q Okay.

A Again, I want us to have a clear understanding
here. My study reflects our current discount price, so I
don't see how this qguestion or hypothetical ycu are posing
has any applicability to my study.

p! Hypothetically, if you had a discount from an
earlier period, for instance from a contract executed five
years ago, and switch prices have declined since that time
and that decline is captured in the discount, under that
hypothetical, wouldn’t you agree that use of a discount
from that period of time might overstate switch costs?

Y Well, I don't have any basis in the real world to
agree with your statement. If you:s -- your math is
correct, if all the conditions --

Q That's fine. The documents are in the record.

A If all the conditions in your hypothetical are
correct, I think your math is correct. Again, not to he
confused with whether I've used our current discount or not
because I have.

Q Okay. And you contradict the representation of

coursel that you even have a current 5SEES contract?
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A I'm locking at our Late-filed Exhibit Number 7
response,

Q That's a yes or no question. If you could just
answer yes Or no.

A Yes, because I'm loocking at Deposition Exhibit
Number 7 which identifies a contract term with Lucent
Technology.

Q Okay. Now earlier you read to the Commission an
impressive, or at least a lengthy list of values which
weren't the inputs for which you use default values. Do
you rumember that recitation?

A Yes.

Q And you indicated that all of those values were
Florida-specific, correct?

A Yes.

Q And you did that with the intention of
distinguishing them from national values, correct?

A 1'11 accept that.

Q Okay. The depreciation rates that Sprint used in
this case, are those the same ones that it uses at a
corporate level in other proceedings in other states?

A Yes. If you want to read the record back, I was
very careful. What I represented was the depreciation
rates were specific to Sprint. I did not say Sprint of

Florida.
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Q Okay. So those are national rates that are
attached to Sprint the corporation but not to any
particular condition in Florida, correct?

A Yes, I think that you have to understand tiiat
some inputs are more specific to a specific company's
market purchasing power. Some of them are specific to
regional labor costs, to regional zoning issues, to terrain
issues that drive construction techniques. Others are not
necessarily regicn specific. We’ve used a national but
Sprin.-specific depreciation.

Q Is that also the case for cost of capital?

A The capital structure is specific to Sprinc of
Florida. The overall result, the 11.25 is the same 11.25
I‘ve used in other filings.

Q Okay .

A It's the 11.25 that the FCC recommended in their
universal service fund order.

o Okay. So that’'s not specific to any condition in
Florida, but it is what you’ve taken from the FCC
recommendation?

A Well, again, the capital structure is specific to

Sprint of Florida.
Q And manholes we‘ve said on thar list are, while

they are representative of Florida, are actually default

values, correct?
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A That's correct.

Q And the fiber cable costs are representative
contracts that switch is obtained on a national level,
correct?

A Well, the material cost portion would be.

Q Correct.

A But the material cost portion is far overshadowed
by the labor costs. Labor costs comprise about 60% in
general of installed cable costs, and that's excluding the
cost ¢o create the trench or lay the conduit which would
drive that percentage even much higher.

o] Are you asking this Commission to adopt that
portion of fcﬁr fiber input which is pertinent to the
material price?

A Yea, I am, and I'll explain why. It's just a
reality of the bueiness world that we’'ve got differing size
LECs out there, and it‘s a reality of the business world
that they -- due to their differing sizes are going to have
differing abilities to negotiate prices. It happens
everyday. All people cannot buy from wholesalers at the
same price. And what we are trying to do here is set up a
high-cost support fund to specific customers who reside in

Sprint of Florida‘s serving area.
Q And if pomeone like BellSouth procured fiber in a

national contract or AT&T or MCI or anybody elase and were
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going to provide service in Sprint-Florida, isn‘t it true
that if those fiber prices could be validatad they would be
appropriately considered by this Commission?

A Well, I guess so. I guess I would also offer
that to the extent the Commission gathers real-world
information, and I think in general the ILECs have provided
some real-world information, we are buying a lot of fiber
cable, We are placing it. 1It‘s clearly the best
infor. cion available on the price of fiber cable. If the
material costs of that shows some similarity between the
ILECs, I would not be opposed for administrative purposes
in looking at some melding of those; but what 1've done is
provide the best information possible to predict the cost
in my serving area. Where we go from there, you know I'm
not certain., I don’t -- had not had an opportunity to look
at MCI or AT&T's fiber cost.

Q So when you say that Sprint's Florida-specific
costs are the best predictor of the forward-locking cost of
building a fiber network in Florida, you nevertheless are
willing to concede that natiocnal validated contract amounts
for the procurement of fiber may be appropriately

considered by this Commission, correct?

A Well, we were just talking about material prices.
aQ Correct.
A And what I said was, if you were to gather
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similar real-world information based on a real company
purchasing and installing substantial amounts of fiber and
there is some similarity in that, I'm saying the Holy Grail
here ie not just to be company specific. The reason why 1
provided that level of information is because it's real
world. It’s accurate. It’'s the best predictor of
forward-looking costs.

If there is some opportunity to ease the
administration of this, once it's implemented, by saying,
okay, Sprint’s real-world fiber costs are within 95% of GTE
and BellSouth’s, I'm not a foolish man, you know, we could
meld those together if there ie some opportunity to do
that. But the first step is to make sure you've got good
information before you take that leap.

Q Continuing down your list, isn‘t it true that the
copper cahle costs you cited next, the drops, the digi*al
loop carrier costs, are all costs which are procured

through national contracta?

A Again, we are talking just the material portion.
Q Correct.
A Yes, that's correct, and let’s go through that.

Copper, you know, I think the same discussion we just had
would apply. Over &€0% of the costs here are labor costs,
which are very specific to markets served. 1 do -- you

koow, 1‘'m responsible for 19 states. 1I've testified in
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four proceedings in the last three weeks. I've been
involved in USF and UNE proceedings across 19 states. It
does vary. Digital loop carrier devices most certainly
varies. I've seen representations of pronrietary
information by other companies that evidently have
different prices for the purchase of digital loop carrier
than what I know for a fact to be Sprint‘s purchase price.

Q And those also are national values that with
validation are properly considered by this Commission,
correct?

A The material portion, and I guess let’'s -- you
know, since you seem to be interested in that, to the
extent that it's -- Sprint runs its operation as
efficiently as possible, and to the extent that you can get
the best material price possible by taking advantage of
your entire corporation’s cperation, that’s certainly what
we do. So when we purchase material, to the extent it can
be done on a national basis to get the lowest price
possible, that‘s what we do.

That’s not to be confused with the -- one, with
an assertion that Sprint buys DLCs or cable for the same
price as GTE or AT&T or BellSouth or any other company,
which is the suggestion of the HAI input. Completely two
different things. Second of all, as I've said several

times, the labor costs are specific to Sprint of Florida,

o ——
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and they are the more material portion of costs.

Q Is it a fair assessment of your testimony that
while you believe that the labor costs are more than half,
you have indicated approximately that 40% of the cost is
the material cost?

A For cable.

Q Okay. Now if Bell --

A And I alseo, to review that, pointed out that is
just . r that portion of BCPM input related to installed
cable. The cost of creating the trench, the cost of
putting the conduit in, the cost of the poles is almost
entirely labor costs; and that's all Sprint of Florida
gpecific. Where you’'d add that in, that 40% would become
dramatically lower. So far and away, the material costs we
are talking about here are labor costs which are specific
tc markets served.

Q And by that you are considering something over
half or over two thirds to be far and away material?

A Well, I already know from my own analysis of just
the install, if you understand the BCPM, there is per foot
coste of aerial, buried and underground copper cable.
There is per foot cost of fiber. At that input, 60% of
that approximately is labor. Then all the structure costs
that we are talking about are almost entirely labor with

exception of pole material costs and anchors and guys
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material costs.

(Transcript continues in Sequence in Volume 21)

C & N REPORTERS  TALLAHASSEE, FLORIDA (650)697-B314




% N s § mmmz o 8K g & = o8 o Fe

SUoF RiRA (B gEtlh . o i

i b m e 3 sy i | i I

i a1 i g% LR i R m .mﬁ b
jae e ﬁmmﬁ “i il r_ k. MT i

ﬂ1zz ks W3
gt mmmm @mm mw_
m Sl um%m \ERS

_mmmmm Emmm mm]

1
10
'_-.?zzﬂ-.a

227
221:21 22922

22942023
E’Zﬁ- 227313 2276,

22!‘4.21 2265821,
2104y 22T1 A

augment 2292 23
avallable 226815 22741319

2260 11 22069 |cable
S TBOed 2274.0.10.18 ;

arnge

A

DOCKET NO. 800006-TP, HEARING, 10/15/90
B
4

22746 2289.10
7

22297 22
8

9

220813
22682

22081

2208 &

Zz81

220968

2758

2278
@ 2268 23 2288 19
(07.10% 226658 2288:15

mm . needel 183

C & N REPORTERS (850) 607-8314 TALLAHASSEE, FLORIDA

T3 22019

..;.,,ﬂ,%mg%
mmg T

1"
m
EH:I:I
"ﬁi”"
o
1 228710,
zur1
zzw E
995 2275
0aT 2273
\Zon0r 22
oth 227.
5

.ﬂ
l|1....|..1 __._.. ..l_.l._.l _-!...4_.1_1. ___I_-l

g

Lol

%a- 11m ~t
m_
__.mm,...mm mmwmmmm

iﬂ
5§ Z2T415

Page 1




DOCKET NO. 980508-TP, HEARING, 10/15/%98
26 ZABRIT 2931 Jescribed 2264 20 2063 3 1
21,24 227412 dosig . 227508 |
2206 mi?zg'im mqmiaﬁnm'la mnz;u : effect 2266 0 y |
: datar : 8
chqrdm:ﬂ 266:13 7 8 affective 227412 228115
ZIT3N0 228018 contract 2274 14 225 N8 608 | Z2NE
2T 28T contractor 22620 22605 22TE0 |efficlencles 2261.19
22081517 contracions 2284:11 pificlant 226313 2264 7,10,
Charge Tpete ot eag 0 AP D9602.24,24,25 | 16,1899, 24 2267 2.4 2281 1
: : 4228114, |
2200:6.25 226714  |coordinate Z268:4 P61 i 17
229811 copper 229310 2260 5 ce 2270:15 220311 2262 24 2271210 273
10,11 22886 12227813 2062223
227T8:19.21, 24 2270:10, |eomect 225017 22601315 Bd either 227017 229114
25 28T 13,78 192200 |27 ZITE21 20845 DGY-3RA 2272 22 slectromechanical 2264 2
1" 1 1Tlmrmzum DGT-4 Z287:24 oloe 22041824 2201 8
checloed 227812 151 %@ml!\.m Dickerson 22061316 21,23  |elsewhers 2205 14,16
cholces 2271:13 1 -1 7 227315
‘chose 2260:3 comected 2273.10 22802 2223 228413
clted 227514 22878 =1 inear 2200 22 22612
%H% mﬂnmu%&uu, '? 22611 242 23
=<9 14, 1
Clasa 2274:15 24,24 MS 22802 2284 6
cloar 2280:5 2202-20 numfnmgia snough 2266 21
clossly 226015 22610 2081:1,11 2082 ' ensure 227411
clusters 22912223 220234 |1 nfnufrﬂw 22687 enteren 296.7,13.21 24
CO 2274:16 22918,10 3,24 226913 2270.25 sntrant 2266 28 2267 2.9
colls Z263:25 Frigl 183 12Ta 12206 snvironmant 2291 22
Coler 225768 225081213 18 ZTRA B 2T equal 22938
(ZZT1T 22834 16 Hﬂ:i,l'écg: equipment 2274416 2298 12
‘collect 2291:1 1:15,1 E.iﬂ.1i§1 " aiTor 22723579 22138
Columbia 2274:1,6,15 24 220 23 2204 234 A58 9, 2208.12
combine 2262:11 %mm 15 rrors 22721421
‘combined 22622 18 13,15.1 Ba wzﬂﬁm
‘coma 2270:10 10 3, 12222 228023312 2T
coming 2262:18 1223 2294387 estimated 2263 10
leommarclal 227424 9,4.9.20.23 2208:12 Evans 2274.10,18
| 22501 2250, g 22941 aven 2270 24
20 2264:11,12 "7 13 2282 27718 A6 225072 726415 2268 6
1i p281:58,11 17 226218 2264 distance 2209 3 2200 8 220016 2X2 6
COMMISSIONER 2256:14,15 19,17, 23 112,15,17,18,19, EX 22743
22714 2206:20 22 2291:15,19,21,22 229223, mn
Commissioners 2288 10 225767110
220414 18 225011 2203 7 2260 4 2294
mmmm:. WMI%IMHW'II 17 2297 4 a4
5965 2.7 223320 ) 226338 %263 22 2200 2
22502 227817 283 6 228120 27843
2260710 Z261:11 i 22853 41 i (excepl Z293.21 ‘i
17 -1.am::sz“£tlam Ztte ] umi” 5 7 laxcludinng 22785
compare 2277:13,20 2283:10, [current 226321 228021 ExCuse 2265 12 2267 20
24 220414 1 ZITT VB ZZTAD 2277 9 22825
coimpared : 2T 2T5 46 |doller 2200 8 2200 16 220622 22981
compares 22532 dollars 2274.1.8 2287 17 excused 229610
|comparing 22311 |oud 2284:12 22911 Exhibit 2268 6,7 2262 20
22632 227610, Don 22'4:10 22789 2208:1,11 2206 5.7
l22 13 Q done 2262 2 7264 4 621 229713
comparisons 227912 226016 226571014 2285.14,16 23  |EXHIBITS 22581 2259 7
W‘m D 22006811 26157, (2919 206 2
complete 3 22 20425 door 2268 6.6 laxiat 22678
components 2283 23 : e Z2TAT idoubit 2276.11 %ﬂﬁi
compute 220110 ZITR 24 220511 idown 2262 1 22787 2266 1, 227116
concepl 2203.25 dated 227324 Z2T5:14 224 expect 2285 1
conciude 22648 2275:10 DAVID 2267-6 2260:0 2207:24 |downward 2208315 inxpects 220545
conclusion i1 day Z204:13 driven Z290.8 wu 22D 12 22TT 55
condition k') ; ZITS 11 2203 14 %mmmumi 16 1 2204 7,1 2288 1
condiions 228410 [DEASON 225614 37446 22067.7.16.16 Wm_u,nm
condull 2268 12 2247 b TR o} 2205
2200:11,20 e ; T R | ropped 227028 2271:2,10, wmﬂmm.ﬂ
Conlersnce 229610 220222 |decided 22820 i = - 20 226513 226818
connects i detaun m““zznz" 3 R gﬁm aaod 22876 2205°5
3 ZITE 24 211,13, ; :
consider 2265:10 2272:16 27 2 2786 &z‘f 2 22951, m.m
227318 : 2293:18,18 49 “F—
considersd 2265111418 : duly 2293
consistent 2261:1,10 22604, |definition 22729 22852 g 22604 fact 2283 21
24 2270:6 228325 220 ~ [Inclor 2260°3 2289 46,18
229710 r y 2280:7,8,17 22 2202 20010 2201 4.5.11
207719 8.9 229810 sach 22852 2298 5.10 tectors 2280 18 2208 5
226811 daploy 2284:1€ 22633 fair 2201:12,16 220310
contained 2208:18 deposition 2260419 2287 23 |Ensley 2256 19 far 22621 22956
ConTel 2203:15,19
C & N REPOATERS (850) 047-£314 TALLAHMASSEE, FLORIDA Page 2




mmmw mm mmwm uumm aummzamm ,w Io

jeast am_ mmmm_.mmummmmhmmmmmh mmmm w mmmmmm YiH mmmﬂw b mm
i P R m | e : f.ch
mm ulgmu mmm mmmm uﬂ zmm 852 & n,q . m : sk

Sdt 8- PR _ %
A REtileg o i b IR

_ 2 o m- .~ 3 2 N0 ~ §, 4n m s

g §oadsmar B8 | i

"mm .hmmm1,, 5,Em.msmm A8 8= mswm .mmmzm mmmlm o2 mmmu m WMm.aumm mmm.m mmmm m
m

- w

KWD-1 2258 6,7 2297 .15

R Li)
-

)

m NoNTH e m m PR Foe m . Jum § |2 .
i, s s e gt Bl

memm .gm ammm _Mrm - mm

m _

&

mm

m
13
1 2TT 4
4
1
3
A8 22787
5§ 2262 18 2291:
8
17 22905
7
1.25
212
22961619,
T 2268.15
25
228423
ZWa3
1]
T8
.a |
226516
5
22857,
13
17
mn
02289

g *mmMWNWMM1mm -
16 MMMMW,.WWW

21320
314
1
228310
26023
2r18 y
22811
22T
22871
2
19 2266:20 22902
m

18,
10
5,
13
229225
0125
I'd 22662 226010 Z2T4 8

1
immaterial 2286 13 2267 3

2276.17 227925
24 ZZBZT (impact 22738 2281
15

elummmuurwuhmm

20014

r_'.-. Ly
 |Hatfiedd

Haim

finish 226213 2277.8 2279:11 |{AA) 227624 2277 210,13
-15 happ :
2261:22
24 2273:

i | gt R T
N m 3§ m s mmqmmz e | |z 2 = . 2 N 8 g=
,m m m.... mmmma.ﬂ.m wm m m . mm.ﬂ1 = - a= ﬂm

" m m M.mi m m? wm ..“ 1 mm o © nmmm._.u mmmmm mm ﬁ....mn amm N.M ._,._M.m
i mw,,mw i [k gt s B
_;m i R e e




DOCKET NO. 880806-TP, HEARING, 10/156/98

= §
o Moz i L
I T mm.m..m mmm ot B ..mmam § 2
.aaw,mm mmuu., § _um mumwmanm m...u.um- Sof3
e mmmm%mmmmmm M
| ,mmm {355 8EgEES m“,_.mmmns 584 m m n
ErTIE N e z e
% i f sF M Eekobie mmmmm i
m.,m. : Nag mﬂmummmmmmﬁm o3 i mw.mmmmmzm & mmmmmn.mmm : mmmn e
i3 it mmmmwm it m%mm, ekt o
R HHEER I R E E D l

2260 18 2261 22 2265

12

- o mm mﬂz: = 1 u.w. £q o m.. N _mm.m..am..u o 5 I o mﬁw
ET TN mm TR TN
_. mmamrm JM..um.mm*.ummmr*..imm: .._mmn m.-. mmmm1mqimtﬁ mw_ uﬁum ~ Mmu B ve 8%
8 mm AR mw ik il r mmm_m. §
m _M mummmm mm mm mmmm mm qw. mnw :mmmm mmmm
: 6 R

C & N REPORTERS (850) 807-8314 TALLAHASSEE, FLORIDA




mm_ﬁ .m ..mm
gi mmm
MMM

g = R
§ Y
umw on anaummm
mﬂmm i Mgm mmmm | i
i mm mmMmmm

% Em mmwmmm_m

b= Ew..u __,H,. i
o} =v=g b |3
mm ammmu S8 §

&% A

8

m
o m
mma mmm i

- -u " - XA = £8
_“mmm : ! m.: Pl o
mm%m i it Bl mw mmmmm mm.mmmwmmmmm._
1 nmn mmwm ?..L

42
cummmﬁ?-mnmmm

16.2202:13,

Wﬂlﬂmi‘l

220423 2265, (st
226525 206T:
511
=00
I
=220

2256:13 2283:13
283
42

225016 227, 5 2280
required 22661 2202:14
22&:':‘_“

o 520 5.1 22943

l'?mﬂm'l!.
w
al._lm 24 220817

-

hﬂnu




Page 8

Mlﬂ

- o
= ~

= -

°g o

10
1
11,1

2266:25 2272
4:4 2277122
15,17 2252.56,17,19

we're 2265
el

213

24 229310

=

DOCKET NO. 280808-TP, HEARING, 10/15/90
Z22eeB2X2 8

226602 282222

wis 22867,18
mmhﬂ.izzu:m

2274:19 229723

B 2271:14,15

work 2260:11,13,15 22619
2275:22 2276.15

2280.22.23 22871111,

or 2262.6,7

3

'Walls 2271:15 2276:19.25
ZZTTAZZTES

2201:24,19 2202:17 2284:20

whaether 2263 6 2068 5 2275
26 220114 2283:24 25 2202

what's 2261:10 2283.11
wires 225912 2270;

|wrhato rer

‘Wells's 227622 22T9.3,10
unable Z281:10 22823 rwhnever 2268 10

|20 Z205:2
wﬂﬂ'ﬂl
will 226120
2ZT4 1

1217 2298:6.24
g 5

228071417 2290 |Whemsupon 2206 25

]
unarmored 22734

.mmmmm,m 622 3 2 ol
AR

turms 22641

TUCEK

220814
[type Z274:3

&.

—

7= =&Y u.ma ¢ N mnmf 3 mmu ma °0 9
8 ke N "L RE LT N
_p.mmmmm.. =y mm il mm mm..mm ate £ ] &
o et n o ol

A ]

zones Z260.7 22029 2298 10

C & N REPORTERS (850) 867-8314 TALLAHASSEE, FLORIDA




DOCKET NO. 880006-TP, HEARING, 10/15/90

entered Eﬂ'l?;!ﬂft
Exhiblt 131 2317:49

identified 2317:2.3

JOHNSON 2317321

K

KWD-1 21719

Madem 2317:18
make 2317117
matier 23177

P

annr
21718
prafiled 2317:12,15.10

guastions 231714

raad 231720
rebutial 231769121518
record 231720

REHWINKLE 13.1 2117518

same 231716
some 22177

v

2317.7,12,15,19
though 1720

it 231718
moday 2317.15

W

il 2317.3.21

C & N REPORTERS (850) 097-8114 TALLAHASSEE, FLORIDA




1

18 234

14
Page 1

102‘-!3?1523-!-'

wM‘H 1221
234915 13

|earwiul 235723

~ c g
i im,m..,ﬂmmmmm _M.m
m_mm 5 i m

Carolina 7336 3

il

mgm_ mum‘ m_m

233406 AT 10T 26T

23021723 Z337:1,14

236325

233322 2343:13

d 238525
2334:11

13 234710 2384:7 2357
25025
23589
P25 2451 .1
d 2335411 23485
2405 20 25
#iﬂﬂ-llﬂ
| 2 233
Sl R
. 331 ﬂi
234422
18 Z346
] k-]
13 2336
20 ZME:
238014
1
ZME9
12

rnliead
14
F‘A‘- 23
oar.
10
A
[
14 235
T "E
23
248 20
falt4
8 2337
[

2A46- 14

2363.10
4

C & N REPORTERS (050) 607-8314 TALLAMASSEE, FLORIDA

__ Tk uam B 4! ﬁ_... t M.m : : EH & & LeLb B T
Al 4]
._ mn.mmummmm i mmm;mammmm4iw_§ mmmm il e 5
o |ZRRgdado Hog o & No = |8
B enflition. | ety el B (et Mepr e T g




concludes Z338:1 oul 2002 7,0,16 2396 1 1 i 2340 4 234
concrete 2132 8 done 2339:18.21 236012 2353.22 23605 2302.13.14,
mm—a‘m D ¥362°10
conditions Z356: data 233711 234018 243 5
u-n#au:wgm 129847 § 2WE-T 29517 [ =
2363 d 10 23523 2 2355
confident 2344:10 decialon ZX34'5 ZM B i 238
confidentlal 2352-2 decline 2358 13 8.2
confirm 23546 fac 25512 235612 : .
confused 2356:22 2362-20 dac T84 735522 drog y _ _ tact-based 2138
connections 2340:17 : g 2355:21 drops 2341:6 2341.3 236116 |lactor 2336.25 2337 21 2346 4
connects 234017 5 daarn T 2 d M'.IDII?J! FRTTEE]
- e 2345 DD IITADAE @ 2338 factors 10,12 23431 2
consider 2343:22 2354917 }l,‘l!‘.‘lﬂ:‘lﬂ.'l- !1!3::::, 1 fon 235317718 2354 |factual 23422 2344 19 2356 ¢
s 17 34013 2948 13,11 245078, h-ggnr-n
2!:%11 18 m-jinm'ia 23301223 23403 2353 :Hi?ﬁlﬂ
1 = - E -
2334:1,19,23 2335 2351:11 12,13,14 far 233611 234410 23454 5
ZA588 23978 223024 2340; [earller 2358:11 23570 2346:8 B 2350'7 2363 14,18
continue 2338 8 7.8.8 234110 23618 tashion 23386 2344 5
continues 10 CONG 302 fashlons Z348 20
23315 282 T 0 18 ol 223304 3NV 2526  |FOC 2348 22 235816,
235315 1:15 233348714 354,15 fenl 2332:13,14,15.1
contract 2332°5,10 2351:18,  |[ 1°22 2354 ctively 2336 15 ng&snﬂamz
= 23525 6 8,10 2353:1,3.18, |2387 5 262 14 1324 né;au.w.m
2 25 23549 8 11,15,18.21 wreld ml-ﬂn )
:n.anzad?;déaﬂs 19,23 2350:10 embedded 2336 15 223712  |Mled 2231:15 2334.0,13 2342
e P 238119 2338 E 208511 “%aﬁ“ 14
contracts 2353.13,17 2350:3 ﬁu; d 233110 Intings 2358 14
2361 1a|ﬂ 11::‘111 ] z:g-tm mmﬁumz
m m m_| ‘ m LN o
contrast 233519 23372 23409 23377 235619
306 2342 14 - frary Z3T 14,1
Conversations Z334.23 : oprd 2345 6 2340017 234622 2u79
wm:m development 233310 3 d ZMT.25 23517 first 2340.11,16, 2
2323432 238\ |devices 2331:25 2336:10.21  |entire 23380 2352 2 2362 16 (234715 2340.12 23611
16,22 2363 21 entirely 2346.25 23631224 [five 2350 6 2356.11
corporate 235721 Dﬁumﬂl'llbﬂzﬂ:ﬂ ithed Z348:13 faxible 2348 20
corperation 2 22 2341:18 2347;10 2353:2.5 1l lenvision 233318 2502
corporation's 236218 didn't 2344:8 23453 23401 2332323821 |F 1:14,19,23 23324
cormect 2133 16 2339°4,13.14, 295518 12 23404 7133 15,18 233422 M 23352
17,18 2340°14 2342.8,10,15 ' i 234619 2348 20 ablish 2340 16 2137125 23388 230 4 6
2344:15,16 23452 2346:14,15 |29626 24 2423 .mum.i,z,afusmz
2346115 2350:13 2351.8,16 |4 g 2350:16,18,19 oven 233723 23412 2344 6 23-&1-.?;112515:1 18 2346
2352:11,16 2353: diffioul 234416, 19 23471 2356.29 235011 25 23473 2350:13 2351:13
7156-4,18,21 14,17 ldighal 233125 :18,1 23369,10 233910 235273 235725 2358.3,13.10,
23583 18 24 23433 23557 2361:16 2341 22 24 2380 19 2362 25 2363
et 211 12%&12 direct 2331:7 233811 2342.23 m"mﬁa J}iﬁu 2331:18 2332
4 - 1 11 X 'S -
12333:8.25 2334:3.4,17 233520 [29465 18 evidenced 2344 17 123334 2342 13 ]
|2336:5,15 20372200 2338 2 stor Z331:11 WLE 2
m;mzmnﬂ.ﬂ!i&m point 23370 exact 8 Fhlﬂlrlh
nm‘gg‘gﬂu:m 24 E] examinstion 2338:10,20 2341 | 234 1:24 75 2342
M3 22 25 FIE4.12, 23444 T)E6:13 18 Z357:14 236017
17.18.23 23477 23518 2355 1914, e foowsh 2361 11
24510235811 2356:5.7,10 in 23126 20 2 2ME. (oot 2363 20,22
'13,16,18 2363.:4,5,10,10, 1822 |21 w
1nz examples 2348 8 | 233222 25 :
costs 2331 :24 24 233267 23403 d 2304 2 21 23402 23423 1
zuué'g?mir 0611, ption 2350 22 236325  |7355.2 2360 16 236
13,14 12 5234111 235219,142025 |excess 234078 found 2344 24 2346 14
23423 2343:2.3.4 4.4 excluding 2350 9 four 23506 23621
23442, 14 23450 21 18 293312 2361 22 . 121 fourth 2336 16
23587 2350 236010, 17 28118254 D fractional 234817
18 2361:7,10,18.17 17,23 312,16 2337; 235611 fund 2158 17 235022
296225 2363:1,3,12,14,15 21, Exhibit 271 2331:2 233716 |further 2349 23 2352
123,25 23641 divided : 2351 :22 2357 20 2184 3 2357 |7
counssl 234717 235219 ¥ ons 2331:13 15
ZI56 25 DLCs 2362 21 phat 233416 234012
count 2340 6 DMS 2376 23402 235022 |expect 2B 10 gather 2344 1820 2360 24
course 23466 235312 sxpecied 2337.9,11 2342.12  |gathers 23605
craate 2350 10 8510 2335:1,8,11 230623 2335101515 2330 8
uw-:m;m - 3118 2944 18 41317 2340131522 25 500 2360 6
cross 119,20 2340:17 sckets 2333 1 g 2B I6ZIN 22 generally 2306 13 2137 20
2341:16 : 23383,7 23435 genersta 2311:20 2351 6
current 2332-1.25 2333:13 17 Z351 p co 3393 204518 |geclogical 2344 9
2A37:10 2342-12 2344 4 2362 sxpirad 235324 2354:12.18 mmwﬂ
n-muﬂ};ﬂn: 1526 Y 7340 23 b w...n':f
: ] : - 2
customer 2335:10,13.18 dosan't 2334:2 233514 2348, |extension 23547 lobal 2347 22 2348:12 2353
mmn&u L
clummmnuTnumn.um Pags 2




3 f 8 ~ege m *8_ 458 RSead 22 5 8 2
m % wm.u. 8 ma:u m = = A sE mm mm....j mmra m..mm o m - um ~
) m _r 38 n.mmu...m ﬂmﬂ & m mz 3N &5 mi ..m... o% ﬁm @
52 Hizo 8 u?,:mmm i M m S %o amwwmwnmmmmmmmmm &_m
H

neada 2347 20

3 YA
m umnmmm. mmm
m *mummm“ mm f3

W
m:"' el

1'330
national 2335

373421

tsm

i
n-# I
mddﬂ-lln
B9 M5

236019
233571 23437 2348 wm:m 25 T35

make 2334 5 2335 22 213813 |nevertheless 236019
16
23
25
B
1

mm 2 .
mwm M lidad

i
0.11.14, models

gg,’ﬁzanjzmza 2319
3 modification 2335 22
: 2ZHT
235510,
258
. |
5
22 2337
1:22
15
23502
]
s
14
420 23576
3121 233212 2349 | 2300924 ZXI0 8 234012

3, Aad
m mm mmm

113

22 & -E , mm. i 1§ mmm

el S i e el | L s B a
2H S kel o K mm il mmmw,mmmmmmmm HTRRT
| sgatiil]

il w‘mm il

majority

2343 7.2

fatl
3

15,18 1
23021
19
235239721 |Madam 234715

ﬂll?i‘-‘l BT,

Iu-nrjmnl ‘ﬂﬁl
eI m
2362712 2363:19

24,25

2453 234714
mz: Zam1

DOCKET NO. 880006-TP, HEARING, 10/15/98
234421 2345011

instences WM‘Q
236212
“.“H.H
Lm:a
uﬁz'iséwu i‘g'l

22 26
2350-20
involved 2362 2
issue 233116 2348:24
lasues 2358 TR
Rem 2348 4
Rems 2332.2,3 2335.10
o 12
7536
23919
kliofoot 2333
KWD-1 2331:1,9 239716
23 236225 2963.3,12,15.23

1:18 2381:13 [ 2936

24 235918
112
M0 2

2H
235510

2354:11 235525

14,20

&

o
R i 2l
| 5o
3? ﬂl_i

i il ied 4 i
Tt i

234217 23456 2950822

ZHH‘I

hundred 2332-14,15,15 2333

hnudnhlﬂ'.:!:n R -]
20 2348:23

23403
households 23392
houses 233320
manm 22381129
1:21 235319
however 2344 4 234525
234818 23409 2350:10
hurricana 23375

age

P

cnmmmuummumnmm



DOCKET NO. $80600-TP, HEARING, 10/156/90

Page 4

1§05 Zody  Bhoe el gEllegl §.
R RRLIRE 17 W L P
mr mmw. m.h m m —§-%e m = =8 ...11 mrmmm u&..m..mu q “Sage ..mmma...... QoRR=N
: mmm m 1mm mm .wms.., mnm mzmm zummmhma o m_u mzmmmmm 8 n mwmmmM1mm

.%w wmmam “ T m mwmmm-ﬂ. i

353 c2. 83 Ze 3 m
8 mmmmm M mmmm - i
. g, 22838 HooaRggi.ass 1.
i
| Em, ifalisBaitiniaEcd

11 23558

zm 12
um
1B
1:18,20 23381

2331:16 23348 12
234720 254 4

mm., mmm

i um

i

2x2 4
1,13

d 2337:14 234313

5015, 19

C A N REPORTERS (850) 867-6314 TALLAHASSEE, FLORIDA




e,

1.18
18

T,

g 2347:1 234021

Tl

utilized 2342
23472

o
-
(s ]

mwam ﬂMﬁ

n-.__.._...,_.

T
5
1
235
25
234824 27492,

6

]

11
23604
2339 22 240 7,16

um:mm

23!‘&2341:1

m_..szn.... ..m m..._s u. FeoQr o o
%mﬁﬁwgw$ﬁ%ﬁ%% i

23321 2336:11,12
Al
ﬂ?.‘! 2348:4 23409

_E_..._. THTL
1....1__u mmm - l.. __._..
aiteo

um~ wnmmmmmm

wm

3. 2356:3.21 |utiltze 23461

17 2350:14

03 AT
1

236018

A

DOCKET NO. 980656-TP, HEARING, 10/15/98
18 2347:15 2348.7

B
L

e Ll
i
o

REd:T

b 25024 &

i 2344

5 u4 =g 2 -8 w8 m.m..m!. bz o3 e mm mm.m..mm m

3 m m Q@ m m @ M g Mm Mn = M4m ; m m o SJM m a mn ofd -

hﬁ%mmhmmw mmwm%@rwmmwmﬁw%:mmmmnmmﬁw_@
s Bl B
mmmwmwmmmﬂ i mmwm i 3 W ay.wmmmm i _mm.mm. mmmw.w

Page 5

C & N REPORATERS (850) 597-8374 TALLAHASSEE, FLORIDA




	1-20 No. - 378
	1-20 No. - 379
	1-20 No. - 380
	1-20 No. - 381
	1-20 No. - 382
	1-20 No. - 383
	1-20 No. - 384
	1-20 No. - 385
	1-20 No. - 386
	1-20 No. - 387
	1-20 No. - 388
	1-20 No. - 389
	1-20 No. - 390
	1-20 No. - 391
	1-20 No. - 392
	1-20 No. - 393
	1-20 No. - 394
	1-20 No. - 395
	1-20 No. - 396
	1-20 No. - 397
	1-20 No. - 398
	1-20 No. - 399
	1-20 No. - 400
	1-20 No. - 401
	1-20 No. - 402
	1-20 No. - 403
	1-20 No. - 404
	1-20 No. - 405
	1-20 No. - 406
	1-20 No. - 407
	1-20 No. - 408
	1-20 No. - 409
	1-20 No. - 410
	1-20 No. - 411
	1-20 No. - 412
	1-20 No. - 413
	1-20 No. - 414
	1-20 No. - 415
	1-20 No. - 416
	1-20 No. - 417
	1-20 No. - 418
	1-20 No. - 419
	1-20 No. - 420
	1-20 No. - 421
	1-20 No. - 422
	1-20 No. - 423
	1-20 No. - 424
	1-20 No. - 425
	1-20 No. - 426
	1-20 No. - 427
	1-20 No. - 428
	1-20 No. - 429
	1-20 No. - 430
	1-20 No. - 431
	1-20 No. - 432
	1-20 No. - 433
	1-20 No. - 434
	1-20 No. - 435
	1-20 No. - 436
	1-20 No. - 437
	1-20 No. - 438
	1-20 No. - 439
	1-20 No. - 440
	1-20 No. - 441
	1-20 No. - 442
	1-20 No. - 443
	1-20 No. - 444
	1-20 No. - 445
	1-20 No. - 446
	1-20 No. - 447
	1-20 No. - 448
	1-20 No. - 449
	1-20 No. - 450
	1-20 No. - 451
	1-20 No. - 452
	1-20 No. - 453
	1-20 No. - 454
	1-20 No. - 455
	1-20 No. - 456
	1-20 No. - 457
	1-20 No. - 458
	1-20 No. - 459
	1-20 No. - 460
	1-20 No. - 461
	1-20 No. - 462
	1-20 No. - 463
	1-20 No. - 464
	1-20 No. - 465
	1-20 No. - 466
	1-20 No. - 467
	1-20 No. - 468
	1-20 No. - 469
	1-20 No. - 470
	1-20 No. - 471
	1-20 No. - 472
	1-20 No. - 473
	1-20 No. - 474
	1-20 No. - 475
	1-20 No. - 476
	1-20 No. - 477
	1-20 No. - 478
	1-20 No. - 479
	1-20 No. - 480
	1-20 No. - 481
	1-20 No. - 482
	1-20 No. - 483
	1-20 No. - 484
	1-20 No. - 485
	1-20 No. - 486
	1-20 No. - 487
	1-20 No. - 488
	1-20 No. - 489
	1-20 No. - 490
	1-20 No. - 491
	1-20 No. - 492
	1-20 No. - 493
	1-20 No. - 494
	1-20 No. - 495
	1-20 No. - 496
	1-20 No. - 497
	1-20 No. - 498
	1-20 No. - 499



