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1 paooaaox•o• 

2 (Bearing reconv.n.cl at 9:05 a.111.) 

3 (Tranaaript t ollova in aequ.nce troa 

4 VolWH 23.) 

5 (!I'IIDQ• J"PYIIQ!Is lfo • ra going to go baa)c on 

6 the record tllil 110rning. Any preliainary uttera? 

7 xa. COlis Ch.atr.en Johnllon, I believe at 

8 l .. at one party bu a praliainary aattar they'd lixa 

9 to bring~· 

10 

11 

xa. aDWIM'"·• Y... Mac1aJI Chairaan -

(!I'IIDD• J"PY"'llls You again? (Laughter) 

12 xa. aDW!M'*"' One laa..t ti••· Yaater4ay 

l3 c1uring tba croaa-axaaination of Kr . Dickaraon there 

14 vaa aoaa 4J..aau.aa1on about the availability o f a Lucent 

15 contract, anc1 attar do.f.n9 aoM •or a invaati;ation, va 

16 bava dater.ined that there ie one. 

l7 And r•ve cUacuaa.cl the aattar vitb counael 

18 tor AT,T, and vbat I vould liXe to do ia otter to fila 

19 that aa a lata-fil.cl eXhibit, have it given e nuaber. 

20 Parti .. vith acaaaa to the it ' a a highly 

21 contic!.ntial cSoeuaant, but parti .. with ace. .. to it 

22 tbrougb e no~iacloaura aqreaaant vould be able to 

23 acceaa the doauaent anc1 uae it in the brief aa p&rt of 

24 the record, if that vou~d be acceptable . 

25 c:wann• JCPSIIIIQIII Okay. I queaa we'll 



1 identify it aa Lata-tiled 90, and tba abort titlo, 

2 Mr. Rabwinltal? 
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3 a .... WXII*'· • • sprint/LUcent contract." 

4 anun• oTOU&O"I Tbanlt you I 

5 ('Rlthlbit 90 IIIU'lted tor identification.) 

6 a. gu.ar I have a pral1111nary uttQJ:' , 

1 Mr. oa.nnia curry or ALLTEL baa bean aittin<J ln the 

8 baclt waiting patiently all vaelc: and ia acbadulad laat, 

9 but ba haa a 1:45 plana tliqbt. 

10 I ltnov va • ra all bopinq to ba dona bat ore 

11 tha.n, but it it looka UJca we•ra ltind of qattin<J 

12 behind acbadula, I wonder it it would ba poaaibla to 

13 taka hill out ot order aoaatilaa. I don't knov that wo 

14 nacaaaarily naad to daoida nov, but I juat wanted to 

15 pat people on notice that we •va qot a problea. 

16 He'd ba qlad to atay tbia vaaltand, except 

17 it'a ba.eCOIIing vaaltand and there a re no hotel roou. 

18 

19 tb.ra•a a need. 

20 ... Oltay. Tbanlt you. 

21 u, DIUI I waa juat 90inq to aay that I 

22 baliava our vitneaaaa alao have a 1:45 tliqht out. 

23 anun• .TO""S<'"t So you all ahoul4 ba 

24 aull'tioiantly aotivatad. (Laughter) 

25 Oltay. A'UT? 



1 D. D 'l'CIII Kadaa Chairsan, AT'T calla i..rt 

2 Le%111& to the etand. 

3 - -- --

4 0'1' LDD 

~ vaa called •• a vitneee on behalf of AT'T 

6 eo.aunioatione of the southern statee, Inc. and, 

7 having been duly evorn retroactively, teetitiad ae 

8 follows: 

9 D~ PQMI D.'fXOJI 

10 ft D, D'l'CII I 

0 Kr. Leraa, could you etate your n ... and 

addreee tor tbe record, pleaee? 
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11 

12 

13 

14 

15 

& Yea. MY naae b Art Lenu, and ay bu..eineea 

addreee ie 1200 Peachtree str .. t, Atlanta, Georqia. 

0 By vhoa are you -ployed and L, vbat 

16 capacity? 

17 & I ' a caployed by AT'T ae reqional requlatory 

18 

19 

20 

21 

22 

23 

CPO. 

0 Did you prepare and cauee to be tiled 

rebuttal teetillony coneletinq of, I believe, 12 paqee? 

& Yee, I did. And by the vay, I haven't been 

.worn in yet. (Mitneee duly evorn.) 

0 DO you have any obanqee or correction• to 

24 your rebutta~ teetiaony? 

25 Juet a couple . on tbe very firet page of 
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1 the teatiJiony the r0011 nwaber ebovn thara on Line 9 

2 llbould be •aoao• lnataad ot "5082 •. And than Linea 10 

3 an4 11, there •a tvo duplicate aantancaa there that 

4 bel; ina vith •I aa a~loyed• . Either one ot tho .. -

!5 one ot tlloee. n..U to be lin.4 out. LinincJ out the 

6 aeoon4 one vould be tine vith ••· 

1 I don • t have any other chang a a. 

I 0 If I vera to au you the aaae queatio na •• 

9 are in your direct or your rebuttal taatiaony, 

10 VOiil~d your anavera be the aaae7 

11 a Y••, thay vould. 

12 a. ID!'CII I Kadu Chalraan, I vould requaat 

13 that JCr . t.er.a • • rebuttal t .. tiJiony be lnaert,ed into 

14 the r4teord u thoU(Jh r .. d. 

15 

16 0 CIIJ' au ... ta) Did you abo prepare and 

17 cauae to be filed vith your rabuttal t .. tiaony three 

18 exhibits identified aa ALR-1 thrOU9h ALR-37 

lt 

20 

a 

0 

~at•a c:orrect. 

were tho18 •xhibit. pr-epared by you or uncSar 

21 your auparviaicn? 

22 a r .. , they vera. 

23 0 Do you have any c:orrectiona or chanoqee to 

24 any ot your exbibita? 

25 a No, I do not. 
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1 u. BJ.'l'CIIl Kadllla Chairaan, could ve 9•t 

2 Hr. Lerwa'• exhibit• aarked tor identificati on? 

3 cmann• Jomno<*l They will be aarked as 

4 91, c011poaite exhibit. What vera the initials aqoin? 

5 ... D'l'CII• It would be ALR-l throuqb ALR- J. 

6 C'D!P"'" JCimfP'*• That will be the short. 

7 title. 

8 (!Xhibit. 91 aarked t or identiticotion.) 

9 

10 

ll 

12 

13 

l4 

15 

16 

17 

l8 

19 

20 

21 

22 

23 

z.a 

25 



2 

3 

4 

6 
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7 Q. PLEASE JDENTJFV YOURSELF, YOUR CURRENT POSm ON AND 

8 THE SCOPE Or YOUR RESPONSIBILmES. 
{0~ 

9 A. I am M Lerma. My lddress Is l"toml!llldc I. Room698'2; 1200 Pc:achtm! Strc>Lt, 

10 Atlanla, Oeor;la. l am cmplo~'Cd by AT&T as Jteajonlll Re&W.tory Chief 

II Finane.W Ofl1cc:r for the Southan Swes teaJoo. I-=plo)td bi ATA'f u 

12 

13 my current position. l am raponaiblc for AT&T'• flll&ncial re&ulatory mancn and 

14 for cct1aln local udlange c:anier ("LEC") COStiiMiyais function.~ in nine IOUtlltrD 

IS lUteS includlna Florida. 

16 

17 Q. PLEASE DESCRIBE YOUR EXP£RIENCF~ 

18 A. I bavc 24 years experiCllCC: in the tcleeommunications industry. I bqJan my career 

19 in 1974 with Soutb'A'CS!ml8ell Telephone Company ("SWBT") u a aupervi-

20 in Aoc:owmq ~with n:rpo:ulblllty for IIIXOUDts rec:dvablc proc:casina 

21 ADd revawe joumallzalioa. For the llCIIlC1 nine years. I beld various line and slaiT 

22 positions &1 SWBT Ac:cowuilla CCDICrl. wbcrc I was rcspoa.sible for data 

23 pi'OCCSSin& opcndoos. toll operations, CIIS10mCr blllina and collectlon. payrolls. 

24 ~~~XXJW~ts payable, and the production of corporate books and records. In July of 

2S 1983, lllafllfcrred to AT&T ltld IICCql(ed the position o• Man.aaer· Accounting 
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RcauJalory Supporl wilh I' Sponsiblliry for AT&T fiMnc:iel rqulalory malla'J iD 

2 T-. Since 1913, 1 ha'-e been responsible for AT&:T financial rqula!ory 

3 maucn and have been iDvol~ in !he n:vlew of LEC cost infom\l\lion filed 

4 before public utility~ agencies in the southern or sou!hwcstem por1lonJ 

5 of !he country. 

6 

7 Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

8 A. I have a Bachelor of Arts degroc in MathematiCS from Trinity Univmity In S111 

9 An!Onlo, TeXAS and Muter ofBuslnca Admlnistn.tion from St. EdwardJ 

10 Univenlty In Austin. Texas. I ha\'C abo complcud a Tcleeommunicalions 

II Manaaemcnt Propm from !he Gt11duak Sc:bool of Mlllasemen! at !he University 

12 ofo.!Jas and 111 Advmccd Manaacmcnt Proaram in Telecommunications from 

13 the Manhall School of Business 11 !he University of SoLIIbem California. 

14 

IS Q. tiA VE YOU TF.STIFlED PREVIOUSLY DEFORE ANY REGULA TORY 

16 COMMISSION? 

17 A. Yes. I have testified previously before !he Florida Public Service Commiasion 

18 ("FLPSC") and iD nlllllCI'OUS proceedJnp iDvolving cost iSIUCS before public 

19 regulatory commlsslonJ in Alabama. ArlcM14S, Georgie., Kcntudcy. Louisiana, 

ZO t-iissis.siPI", North Carolina, South Caollna, Tent~C$$«, and Texo.s. 

21 

22 Q. WHAT IS TilE PURPOSE OF YOUR REBUTTAL TESTIMONY lN TIJIS 

23 PROCEEDING? 

24 A. The purpose of my ICI1i11100y is to cvaluak !he caleulo.lion of OeiiSou!h 

2S Tclccomm11Dkati3nllnc.'• rssr-), OTE Florida Inc.'s ('OTE"), and Sprint· 

2 
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Florida Inc.'s ("Sprint") opcratioi expense inputs to the Benchmark Cost Proxy 

2 Modcl3.1 rBCPM3.1") Operating expenses result from activities such as 

3 !llllrlceting, operator serviees. general administrWvc, and n"''WWrk operutioru.. 

4 Auaehed to my testimony as Exhibit ALR·I is a table thnt ilemizcs the total 

S univcnal service cost per line pcoposcd by BST. GTE, and Sprint. In 1hls table:, I 

6 have itlahJiglncd in bold print the openulng expenses !hat arc the focus or my 

7 lllllllysi.t. The cost model adopted by the FLPSC should reflect the total foiWlltd· 

8 looking costs thntan efficient provider of telecommunications services iOCUB in a 

9 competitiw environment. Based on my lllllllysiJ, the BCPM3.1 operating ~ 

I 0 inputs submitted by BST, OTE and Sprint do not meet this criteria. 

II 

12 Q. ARE YOU PAMJLlAR wrru THE OPERATING EXPENSE INPUTS 

13 ASSOCIATED WJTB THE BCPM COST MODEL? 

14 A. Y ~ In addition to evaluating inputs to the BCPM3.1 model filed here in Florida, 

15 I have also cvalUllled inpuiS to the BCPM mo<lels flied by BST In Alabama, 

16 Louisiana. KentuCky, Miasiuippi, North Carolina. Soutlt Carolina, and 

17 Tennessee. BST has routlocly populated the operuting expense modules of the 

18 BCPM model with COst data thnt was developed in the shated and common cost 

19 module of SST's Ur. odled Network Element ruNE"} Total Element Long Run 

20 Incremental Cost ("TELRJC•) cost model. I have previously filed testimony 

21 addressing SST's shared and common cost development in the UNE cost 

22 proceeding hctc in Florida In conjUDdion with Docket N'os. 960831-TP/960846-

23 TPI971140·TPI9607S7·TPIY60916-TP. I have also reviewed OTE's and Sprint's 

24 operating clfpense In puiS to the BCPM model In various other stctcs including 

2S Alabama, Kcntuc.ky. North Carollna, South Carolina, and Tennessee. 

3 
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Q. SIJOULD THE FLPSC AC.:EPT THE METHOD JN WIDCR 

2 OPERATING EXPENSES, RESULTING FROM THE PROVJSTON OF 

3 BASIC LOCAL SERVICE, RAVE BEEN CALCULATED BV BST, GTE, 

4 AND SPRINT AS INPUTSTOTHEDCPM3.1 MODEL? IF NOT, WHY 

5 NOT? 

6 

7 A. 

8 

9 

10 

ll 

12 

13 

14 

15 Q. 

16 

17 

18 A. 

19 

20 

No. The FLPSC caonot rely on the method In wblcb SST, OTE. Md Sprint have 

calculated univcrnlal aervioe operating expenses because: 

l . the acc:unlllY of 1bc BS1'. GTE, Gild Sprint operating expense inputs 

Gild calculations cannot be confumed; Gild 

2. the operatlna expense inputs for BST, GTE, and Sprint are based 

laracly on historical co5ts and include other irnsppropriate carts that arc 

not reflectlvc of forward-looking, competitive com. 

WHAT ARE BST'S, GTE'S, AND SPRJN'rS RECOMMENDED 

OPERATING EXPENSES PER LINE RESULTING FROM THE 

PROVISION OF BASIC UNIVERSAL SERVICE JN FLORJ DA? 

Exhibit ALR·l ,linc 4, provi~ a SWIUlUil)' of the tom! operating expenJCS 

proposed by ...sT. OTE. and Sprint for we in this proceeding as inputs to the 

BCPM3.l model. Exhibit ALR-2 provides an aecount SUiliJlW)' for certain SST 

21 operating expenses that are identified u buic local service costs. Neither OTE 

22 nor Sprint provided JUfficJent operating cxpcllSC detAil in its filings for tltc 

23 development of a compenble cxhibiL 

24 

4 
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3 

4 

s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

Q. 

A. 
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BA VE BELLSOtlTII, GTE, OR SPRINT PROVIDED THIS 

COMMISSION ADEQUATE SUPPORTING DOCUMENTATION WITH 

WIDCB TO VEJUPY THE ACCURACY OF TilE OPERA TlNG EXPENSE 

INPUTSTOTREBCPM3.1 MODEL? PLEASE EXPLAIN. 

No. On paae 16, 1Jnes 6-7, of the te~timony ofBcUSouth witness Doonne 

Caldwell, she SUites that operatina expense inputs to the BCPMJ.I model were 

based on• BcliSouth-spccifie ex~ U5ing 1998-2000 period toiAI regulated 

expenses." These a.rethe C!X'pCIUCS renected in column B of Exhibit ALR·::! 10 my 

teslimooy. Nowhere in the ~timony Of the BCPM study dalll that wu filed, bas 

BeiiSolllh proVided any calculations or supportina documentation that affords this 

CGmmissioo, or any peny 10 this case, the means Yoith whleh 10 verify the 

approprU!cncss oftbcac opemting expenses. 

With respect 10 the detmninalion of OTE opcrolinll cxpc~. witness Michi!CI R. 

Norr!J SUI~ on page 4, llnes 19·22, thot • the st41ting point for assigning expense 

and invcstmentiO cost poo!J is lltlatc-tpccifie. 1997 USOA ARMIS data. The 

ARMlS lleCount data, at a budact center level of detail, is then assigned to worl 

ccntcts, which are, in 1Um, IIS$lgned to cost pools. • OTE reiJes upon this COSI pool 

data 10 dcvdop Its local xMilC costs. However, nowhere in their filing has OTE 

provided calculations. mappings of cosu between eenlen Wid cost poob, and the 

noc ..sazy supporting doalmentation that would allow this Commission to verify 

the oppropriatenc.u of the raulting Opcnltlng expense inputs. In addition. a 

footnote 10 Exhibit MRN-3 pqc I of2 of the testimony of witness Michael R. 

Norr!J Nlet "adjusted~ w.:re developed based on the ICM 3.0 model•. 

Nowhere in their filina has OTE provided supporlina' documeolalion for this 

5 
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l 

4 

s 
6 

7 

8 

9 

10 

II 

12 

ll 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

Q. 

A 

model Dar docs it indica1e wbctha other inputs 10 the BCPMJ.I wm: abo 

developed uslq cilia from the ICM model. 
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Willi respect 10 Sprinl'a opcnting expcnxs. willlcsS K=nt W. Dickcnon lWei oo 

page 16, lloet 10· 17, ofhls ICS!imony dl4t • estimate$ were derived from !he 

ICllllll opcnllna c:xpeoses Sprint aperitnecd in Florida durina 1997." Hen: too, 

Sprint bu provided no calcul8lioos or JUPPCH1ina documentation to allow for the 

vaitiQ!Jon or opcnllna cxpcmcs. 

DOES THE ME'JlfOD lN WUICII BST, GTE. AND SPRINT DETERMINE 

OPERATING EXPENSE INPUTS FOR TifE BCPMJ.I MODEL 

PRODUCE APPROPRIATE FORWARD-LOOKING RF.SUL TS1 PLEASE 

EXPLAIN. 

No. For BST, I cooduded lhlt when I cvalwued the same opcruling expense data 

deriwd Crom the llliiCd and common cost component of the UNE TELRJC cost 

model flied by OST here in Florida in conjunction with Dodet Nos. 960833· 

TPJ960146.. TPJ97114G-TPI9607 S 7-TP/960916-TP. I ddammed that the 

pojectccl opmllna cxpcmc leYds are based lqely on historical costs insteed or 

the forward·looldna cosu that an efficient company can ~~ehieve IOday In a 

competidve environmenl. BeiiSouth dlcl not fully coosidct the role that 

compctl•'""· technology,lllld prodoctivity play In rcdocina operatina expenses 

below hbtorieal COSU. 

Based on the II\S\Ifficicnt IUid or lad, of calculations IUid lnfonnatlon flied by OTE 

and Sprint In IUppOI't of lbdt opaatina cxpcmc lnpuu, it It abundantly clcH thai 

this Commlulon docs not have the means to clctcnnlne whether theac t'Xpenac 

6 



2 

3 

4 Q. 

s 

6 

1 

8 A. 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 
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inputs arc n:fkctive of the forward-looking costs that an efficient provider of 

tdCCOIIIIDllllkatons rcrviccs ioeurs in a eompetitive environment. 

BOW DO COMP£1'JTJON, TECHNOLOGY, AND PRODUCTlVITV 

PLAY A ROLE IN PRODUCIJ'IC LOWER OPERATING EXPENSE UNIT 

COSTS THAN THE HlSTOIUCAL COSTS OF A REGULA TED 

MONOPOLY! 

Compelition.ICChnoiOi)', and improved productivity produce lov.~r opcratina unit 

costs fora nwnberofn:uons. Fim, competition provides a po""'rfullncentlvc 

for a reguWed monopoly to reduce its overhead expenses and to inc.n:asc Its 

productivity. Otherwise. it would find itself unable to compete against its "lancr 

and meaner" competition. Altlwugh the onset of competition has impiiCts on 

opcnulna CltpellX.' across-the-board, it has a pnnicularly signltiCWlt impuct on 

General and Admlnlllt.rltive ("O&A ") costs. These nre ovo-rhcad or common costs 

like executive salaries or llCCOuntins and fJJWlce costs. In 11 competitive 

environment, O&A ex~ per line 11n: considcrobly less thnn those n:flcctcd by 

SST, 0TE.. and Sprint in their BCPMJ.I inputs. 

Second, the lncmucd use of more modem. least cost technology produces loWC'I' 

nctwodt opuatillg expenses in a compctilh-e cnviroMlCtiL In al~..()Osl, 

forwud-looldna environment, 11111 efficient canicr aurting in business today "''Ould 

utillzc tbe most modem octwodt ocquipmcnlavailabk. Because CUITCfltlrcnds 

show network opcnllons apcnses per line declining. they can be expected to be 

less th1111 the historical levels rdlectcd in 8S1's, GTE's. and Sprint' I opcratlng 

cxpcniC inpn.IIIICI by necessity, be more in line with t.ho$c of o least COil, most 

cffielent canier. 

7 



2 

3 

4 

s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

Q. 

A. 

Q. 

269 8 

RAVE 8ST AND GTE INCLUDED NON·RECURRINC COSTS IN ITS 

CALC\Il..A110N OF Tll£ OPERATING EXPENSE PORTION OF BASlC 

UNIVERSAL SERVICE COSTS? IF SO, PLEASE EXJ>LAiiN WUV THill 

IS INAPPROPRIATE. 

Yea. Bucd on 1n analysis of !he calculation of ope111ting expenses In the UNE 

mocld filed bcrc in Florida in c:oa)unetlon with Docket Nos. 960JJJ.TPJQ60846. 

TPI971140-1l'I'J607S7·1l'I960916-T1'. BST lw iochldcd oon·recutring opuatins 

expcNCS such u !bole resulting from SCtVice order rclllcd Ktivilies, in its 

calculctlon of basic universal service cosu . This is inappropriate because service 

order related actlvitlea en: one·tlmc eos1 bucd actlvities !hat only benefit the 

customer~~ the scrvicc. Non·rccutrina COliS of lhiJ nat~ Jhould be 

teplftldy ldcnlificd and c:oasidcrcd in DOIH"«umng COS1 studies 

Bsrti!Utment of ooo·recutrina COliS is also conlrllty to the ~~etlon l&lcen by OTE 

10 n:move non·=W"rina cOJIJ from iu calculation of basi~ localacrvlce com. On 

paso), linea 14·16, of the testimony of witness Michael R. Norris. he states 

"~lac c:osu en: =ovcml tbrouah noo-rccutrin3 char&cs IWOciatcd .,.,,th service 

order IICiivil)' and u such must be removed so as not to =over the same expense 

J cannot detcnnlnc wtw Sprintlw done with non·rccurrina costJ. In other staleJ 

~ uJT~<:Icnt1Uppor1ln8 dala was provided. Sprint Included n.JO·recurrina 

coru in Ill dctcrrnlnallon of the cosu of n:cutring local service. 

HAVE YOU CALCULATED AN ADJUSTMENT TO RF.MOV£ THE 

NON·RECURRING COST8111AT 8ST AND SPRINT HAVE INCLUDED 

AS INPUTS TO THE DCPM MODEL? 

8 



t A. 
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8 Q. 
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13 A. 

14 

IS 

16 

17 

18 
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20 

21 Q. 

22 

23 

24 
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'No. I did not have the ~uired informallon with which to ~ this lldjuslment 

Cl this time:. Ndlbct BST nor Sprint filed any SUj)pOftina documenwion lhal 

allows any pany 10 this pri)«Cdlng to calculate such an adjusuncnt. This 

Commluloo must make ccn1ain that both DST and Sprint identify their non· 

reauring ClOSI.I and exclude tbcm from their c:alc:ulatloo of basic lucalliCI"Yice 

opaalina cxpenaes. 

IN CALCULATING SST'S, GTE'S, AND SPRINT'S BASIC SERVICE 

OPERATING EXPENSES, IS IT APPROPRIATE TO INCLUDE ALL 

MARKETING EXPENSES AS A NECESSARY COST OF RESIDENTIAL 

BASIC SERVICE COSTS? l F NOT, WilY NOTt 

No. BST. OTE. and Sprint do not advcni!IC basic local :ocrvice. CoRKquo:ntly, it 

is Inappropriate to ioc;ludc any advcrtiJina expense iu the calculot ion or basic 

local univcnal.:rviee costs. Oo Exhibit ALR-3.1 ha\"C reflected an adjustment 

thai removes any lldlla1i.sina cxpenaes included in the Marlo:eting expense 

c:atcaOrr for SST. Ahhouab I did not ba\"C sufficient delaiJ by OCCOWit wuh 

which to make o similar lldjusuncntto O"T"Fs 111111 Sprint's caleululons. advcrtiling 

c:;xpensc: should be removed from their calculations as "'-ell. 

DO YOU ACREE WI11'1TBE WAYTIIAT TII£ BST HAS 

CALCULATED TirE PORTION 0:" REGULATED OPERA TINC 

EXPENSES AlTRmtTTADLE TO UN IVERSAL BASIC LOCAL 

SERVICE' 

9 
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A. No. As shown oa Exhibit ALR-2. BST hu utitiz.ed faciOrS labeled "% 

2 AanDuuble 10 Bask Scvicc" 10 derive lhc ponioo of IOial~q~ul&led expensell per 

3 line lh&l BST prciW!lC3arc attributable 10 basic $CI'\-ice. In documcniAilon 

4 llUppO!tina the BCPMJ.O and previous versions ofBCPM lhnt UST luu tiled in 

S olhcr IWes includina. Kentucky, South CaroliRII and North Carolina. a uniform 

6 besic local fac1or wu 8pplled to all cxpcnsc: C&~C&ories tnstcad of lhc multiple 

7 fac10n now propoiiCICL That faciOf represented basic local reYcnucs as a percent of 

8 tocal n:wnucs throuaJ!out the BST nine SlAte region. BST has noa explained why 

9 il hu dcpftltcd from their previous methodology nor provided evidence 10 suf-polt 

I 0 why eilhcr lhc lina1e factor or the new muhiplc facto~ arc appropriate cost 

II driven for dc:tcrminina the forwvd·lookina opcr&lina expenses ncc:essary for 

12 providlna basic univasal service. Without such a justification Of •=fiw•on. the 

13 Commission lhould not blindly rely on Bsrs datA. 

14 

15 Q. DO THE BASIC SERVICE FACTORS APPEARJNC ON EXHIBIT ALR·l 

16 REPRESENT REASONABLE PERCENTAGES FOR DERJVINC COSTS 

17 THAT MAY BE ATTRIBUTABLE TO BASIC LOCAL SERVICE1 

18 A. No. Thit ltlllustnucd by tbo fac10r bcina UJed to dclmninc the portion of 

19 multetina cxpcm.scalhot arc auributed 10 basic local KTVicc. All shown on Exhibit 

20 AL-2, B~ wumes !hal 86.25% of all IIIAilcellng expense pu line it attributable 

21 to basic local acrvicc. If ooe keeps in mind lh&IIDI.!Utin& expense includes •ub-

22 C&ICiOries ofcxpcn~e such as product od\'crtiJin&, whlcb It approximately 2-4% of 

23 multctina cxpc:nse. this factor It particulArly unreasonable bccaute BST does 1101 

24 ldvcnitc ill basic; local SCI'Vice. Consumers should not have to poy for nW'ketlna 

25 c:xpcnsealhot BST does not incw-. 

10 
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Q. 

A. 

2 7 0 1 

IN SUMMARY, WHAT IS THE IMPACT OF YOUR RECOM1t1ENDED 

ADJUSTMENTS TO THE OPIERA TING EXPENSE INPUTS PROPOSED 

DY BST, GTE. AND SPRINT? 

If this Commission adopts the BCPM3.1 model and the proposed inputs, h.':!bit 

ALR-3 ioochadcs adjiiSimenu that must at minimum be made to reduce BSrs 

overhead cxpc:n.sd by I SYt iii'id to rtduct network opemting expenses by 30%. 

~ are tbc same lldjustmcnts recommended by tbc FLPSC S111ff and acloptcd 

by this Commissioo in tbc Final Order for the: UNE proc:ecdin8 in conjWICiion 

with Doekcl Nos. 960833-TP/960846-TP/971140-TP/960757·TP/960916 (Sec 

Order No. PSC-98-0604-FOF-TP). In llddit.ion, Exhibit ALR·l nlso Includes 

lldjiiSiments 10 n:move ad~ expenses from tbc Mari:eting expense line. I 

have also substituted the proposed BST basic service fiCIOr5 shown In Exhibit 

ALR-2 with uinglc factor of 40.85% as discussed previously. If applied to the 

data that BST bas UJcd 10 populate the BCPM3.1 model, the Impact of those 

lldjUSUIICDIS ia 10 reduce the opcmting expenses per line rel.atd to plAnt non· 

specific expenses proposed by BST from $9.14 to $5.40. (see Exhibits ALR·2 nod 

ALR-3) 

Because GTE and Sprint have ptOvidcd insufficient suppon for this Commission 

to verifY the opproprioteneu of the opctuting IIJ<pense inputs, the IS% reduction 

to overhcadJ end 3(1')~ reduction to network opcntting CXpen$CS are reuonable 

lldjustmenu that should be made. l.n addition, this Commission should obtain the 

necessary data 10 remove advertising cxpen$CS !rom the ~culotlon of Morkc:lina 

Expenses for OTE and Sprint and apply a single basic local service factor that 

represents bale local service revc:nucs u o pen:cnt of 1011.! revenues. 

II 



Q. DOES nos CONCLUDE YOUR TESTlMONY? 270? 

2 A. Yes it does. 

3 

4 

5 

6 

7 

12 



1 

2 

3 

4 

5 

6 

7 

8 

9 

0 (~ Ill:. ..-coli) Do you have a euaaary of 

your t .eetiaony? 

A Yea, I do. 

Q Could you pleaaa give that? 

A llae, I vill. Good aorni.ng, eo-ieeionare. 

My naae ia Art Lara&, and I have 24 year•' experience 

in the telecouunicatione induetry. 

The lut U yeare ay dutiee have inolucSed 

analy&ing coat etudiee prepared by local excbanqe 
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10 coapaniaa in ditferant proceecSinqe. The focue of thie 

11 taatiaony 1e to critique the operating expenee input• 

12 into tbe 8CPM aocSal. 

13 A larqe percentage of the operating expenaaa 

14 raeult froa activitiae like aarkatinq, operator 

15 aarvicae, finance, aocountinq, and netvork operationa. 

16 Thua are all noncapital related expenaae. 

17 Tb.e operating axpenaa input. ueed by 

18 BallSouth, G'l'E, and Sprint to calculate aonthly baeic 

19 loc•' aervice coat. are hiqhliqbted on .y exit ALR-1. 

20 That exhibit provid.ea not only the operating axpeneea 

21 that I vill be diacu .. ing in ay taatiaony, but a leo 

22 the other coaponanta that lead to the total baaio 

23 local aarvica coat per line tor each of the three 

24 coapaniaa. 

25 Baaed on .y current analyaia, acSoption of 
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1 the 8CPM operatinq axpen.a inputa propoaad by the 

2 three oOIIJ)aniea vill ovaratate baaio universal -rvic:e 

3 c:oata, vbioh auat than be reflected in hiqher conauaer 

4 pricaa. 

5 Nov, the .. th~ by vbioh BallSouth, GTJl, 

6 and Sprint have calaulatad their operatinq expenaa 

7 input• are not ratlectiva ot torvar4-look1nq, 

8 coapatitiva coats, baeauaa, tirat, they're baaed 

9 larqaly on hiatorical coata, vhan in tact they ahoul4 

10 rapraaent coata tor an efficient carrier in a 

11 torvard-looltinq anvironaant; and, nWiber tvo, they 

12 include other inappropriate coata. Advartiainq, 

13 nonreaurrinq coata are tvo axaaplaa of thaae 

u inapp.ropriat.a c:oata. 

15 Hov are BallSouth, OTI!, and Sprint •a 

16 operatinq expenaaa not reflective of coapetitiva 

17 coats? Bacauaa they relied larqely on hiatorical 

18 oparatinq axpenaaa. 

19 In the caaa ot BallSouth, I learned thia 

20 troa an analyaia ot thal.r inputa preaantad in thia 

21 caaa and troa previous analy-• ot the shared and 

22 coaaon coa inputa to their TELIUC aodal, vhich vaa 

23 tiled hera in Plorida in conjunction vith Dookata 

24 960757, 960833, and 1160846, and in varioua other 

25 atataa vhara thay have put torvard their ON11 ao(Jel. 



1 'l'ba BellSoutb 8CPM oparatin9 axpenaa input. 

2 tor tJSP purpoaae are calculated udnq .. thodoloqy 

J d•ilar to tba •athod in vbich UlfE ebarad and co-on 

4 co.ta vera calculated riqbt bare in Ploric1a. 'l'baea 
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5 b1ator1oally ~ead operating i nput. do not retlact tba 

6 iapact that cmq>atition baa in reducinq operatin9 

7 axpenaee to lavela incurred by an atticient provider 

8 ot telec~unicationa eervicu in a ~titiva 

9 environ.ent. 

10 In a cmq>atitJ.va environaent there 1a 

11 perpetual prea-=- to reduce oparatinq expenau ae 

\2 evidenced by declining coat trande. Reduction• to 

13 qenaral adlliniatrative and network oparatinq unit 

14 coata are occurring. Tbaretore, reliance on inpute 

1!5 baaed on biatorical axpeneae reeulte in overetated 

16 ocate. Ry analyela ot GTE and Sprint'• operating 

17 expm.a inputa oonti~ that tbay, too, are ratlectiva 

18 ot bietorlcal oparatin9 axpenaaa. 

19 What are ao .. exaaplae ot lnappropriat.a 

20 co•ta t.b&t are z-efl~~ in the BCPK oparatiniJ expenea 

21 inputa tor each ot the co•paniae7 

22 'l'ba t.Lret, Bellsouth, 0'1'11, and apr .. nt have 

23 inappropriately included advartieinq expeneae in 

24 aarkatinq axpanaa per line, even though tbera ' e 

25 virtually no advartleinq tor beeio local eervice. 



1 Second, the c011p11niea bave not rCIIOv.cS --

2 partioularly BellSouth and Sprint -- have not re110ved 

3 nonrecurrin9 expenaea asaociatad with aarvica order 

4 activity troa tba devalopaent ot racurrinq operating 

5 ~· Tbia can reault in double recovery ot 

6 nonrecurr11')9 coat. becaa.e thay vould be recovered by 

7 nonrecurr11')9 char9••• anc:l poaaibly throuqb tba OSF 

8 tund aa wall. 
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9 If tbia Ca.aiaaion acSopta the BCPM •odel and 

10 the inputa proposed to datar.ine baaic univaraal 

11 aarvice e-ta, I r~ that at •iniauJI the 

13 t o1lovil')9 adjuataanta to BellSoutb, GTB, and Sprint '• 

13 operating expenae inputa be conaidered, aa reterenced 

14 in •Y teatiiiOny: A 15t reduction to qensral 

15 a~atrative axpena.a, a 30t reduction to netvork 

16 operating expenaaa, and a reduction in .arketin9 

17 axpanaea to raaova BellSouLb'a advartiainq expenaaa. 

18 And tbat •a ratlecte4 on .y Exhibit ALR- 3 that ia 

19 already attached to •Y taati110ny. 

20 Nov, I didn ' t have a abilar caloulation tor 

:u GTE anc. llprint. I vu abla to obtain • .,.. adcSl tlonal 

22 intonution data raquaata. 1t the co.aiaaion ia 

23 lookinq tor a n\Uibar to ra.ove tor acSvertiain9 tor GTE 

24 baaed on that intonution, it vaa $10.7 .tllion in 

25 advartiail')9 axpenaaa tor GTE, and $5.9 aillion t or 



1 Sprint. 

2 I do have a CAlculation ot the GTE 

3 adjuet.enta that I calculated. It' a available to the 

4 staff it they vould like that. 

5 As ate ted in ay teetiaony, an ac1jueteent to 

6 r .. ove nonrecurring expeneea related to service order 

7 activity tor BellSouth and Sprint ia alao necessary. 

8 However, Bell80Uth baa indicated in interroqatory 

9 reaponeea that tbeae uounta are not aeparately 

10 identifiable, vhile Sprint baa now provided a 

11 calculation in an interrogatory reaponae to A'l''T ' a 

12 third set, No.46o. 

13 Adoption ot tha BCPM oparatinq expense 

U inpute proposed by BellSouth, GTE, and Sprint without 

15 the adjuat.enta r~ed in ay teati.ony will 

16 result in biCJber costa vhich auat be retleoted in 

17 hit,~her conauaer prices. 'l'hia concludes •Y au.aary. 

18 D. DTClll ~er the vitneee tor cross. 

19 aJIOia PQKTJR'UOJI 

20 a'f MAl . WJaHI 

21 

22 

23 

Q 

.. 
Q 

Good .orninq, Mr. Leraa. 

Good -rninq. 

Hy n ... ie Nancy Whi te. I reprue.nt 

24 Bellsouth Telecoaaunicationa. 

25 Nov, in your teati.ony yc u a ..... rt that 
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1 BellSouth 'e overbaacS expeneee <~lloulcS be r ..SucacS by 

2 15'; ia that correct? 

3 a That '• correct. 

4 Q An4 you aaaart that BallSouth ' a netvork 

5 operating expana .. abould be racSuced by JOt; ia that 

6 correct? 

7 

8 

'1'ba t • a correct • 

Nov, ia the JOt reduction i n ne·tvork 

9 operating axpanaa aaauaed to occur over the three-year 

10 atucSy period or 1998 to 2000? 

11 a No. It'• not aaeuaecS to occur over any 

12 particular tt.e becauae, in tact, vllat ve'ro here to 

13 do ia to eetab1ieh vhat operating oxpeneae •hould be 

14 i n a forvarcS-looking, cOJq)atitive enviroruaent ancS not 

15 over any one particular period ot tiae. 

16 Q So vhat you're tell ing •• ia that you 

17 believe BellSOutb can reduce 30' ot ita netvork 

18 operatlnq expanaea over aoae unlcnovn period or tiae in 

19 the future; 1a that correct? 

20 a Yea. And let M elaborate on that a little 

21 bit, because, nUJL')er one, there are trencla that I have 

22 looked a t vith r49ard to netvorlt operating axpanaea 

2l uaing publicly available AJIHia d.ata. 

24 If you look at the expanaaa in Ac()l)unta 6530 

25 to 35 anc1 6512, over a period troa 1919 to 1996 thoaa 
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1 axpenaa lavale bava been qoinq dovn opproxiaatoly 7t a 

2 year. rt ve vera - - i~ tboaa trenda continua, tor 

3 exaapl.a, you'd be talking about tour yao.ra before you 

4 qat naor tba JOt, but va•ra not t1llk1ng about doinq it 

5 ovar a apaoific tiae period. 

6 Tllot 1ook8 at Vbat tha trende bava bean and 

7 1e driven by thinqa lilta accaaa lina qrovtb, becouae 

8 aocaaa Una qr·ovtb 1e part ot that dat·an~inator oa to 

9 vbat tha unit coata will be. Bvan if BallSouth ' a 

10 natvork oparatinq axpanaaa didn't cbanqa over tiM and 

11 tha accaaa linea qrav, tba unlt coata trend dovnvard, 

13 and ao tbat•a backed up by -- apaoiticolly by tha 

13 trancla tbat I bava obearv..S. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

34 

25 

0 

datanline tboea tranda1 correct? 

a Tbat•a correct; and that•a tha aaaa 

intor110tion that I provided in tha VHE procaadinq 

earlier tbia yaar bara in Florida and that 30' ia tba 

aa- JOt that vaa rac~ad by thia co .. iaaion. 

0 Kov, you liat thr- factora that aupport 

your oon- luaion that BallSouth can, i n fact, ~cbiava a 

JOt reduction, and thoaa tactora ora productivity 

tacbnoloqy, and co.patition; ia that riqh t? 

a Tbat'a corract. 

0 Nov, would you aqraa that a.lthouqb your 
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c-•••Nr<*D. DD'O.• Bxcu•• ... IAt .. a.alc 

3 a quaation. You -ntioned 7t reduction. That •a a 

4 biatorical r eduction in natvorlt oparationa ·~naa? 

5 W'I'l'IIU.I J.DD 1 Yea, air. The --

6 0 "'88IOIID 1'01 0111 IAt •e aalc you, 1a 

7 that in taraa of total dollara, or 7t in taraa of 

B expaMaa par accaaa line? 

9 lfi'liiU8 LDDI The latter; alrpanaaa par 

10 accaaa line. The unit coata have be•·• t • tndill9 

11 dovnvard aboUt 1t a year. 

13 recoJIIMnded 30t acsjuataant in taraa ol' total CSollora, 

14 or in taraa of coat par unit, i.e., coa~ par accaaa 

15 line? 

16 W'I'l'IIU.I L .... • It ' a in -- the aCSjuataant ia 

17 calculated ott ot the total CSollara and then axpreaaed 

18 in teraa of ac oeaa, yea . 

19 ocwnnNI OIID t-••lfQ!fs so it it ' a dona in 

20 taraa of total dollara, that equ•tea to a hiqhar 

21 percentage ot reduction, doaa it not, in par ac caaa 

:u line, it you eaau.. theJ:;e'a qrovth in accaaa linea. 

23 WI,.... ""D• You could do it both vaya. 

24 I think the oalculationa vould be cloaa. 

25 Q (IIJ ... llllit.a) Your taatiaony diacuaaaa 



1 the technol09)' and the coapetition tactora, but I 

2 didn't aee anything in there about productivity 

3 epeoitically. Ia tbat a tair characterization? 

4 A Yea. And let •• elaborate on that, too, 

5 l>ecauea one ot tba thinga --

ll7ll 

6 ... WIX~I I juet aakad hi• it ha diacuaaed 

1 productivity in hie taatiaony. Tbat•a pretty auch a 

8 yea or no qu.aation. 

9 a. D'l'OII t Ha anawerad the queation yaa. 

10 May he be allovad to explain? 

11 CllllUI.IIlUI JO""'K*t No. That yea ia 

l2 eutticiant. 

13 0 1117 ... Wlt.i"-1 Would you aqra" that a 

14 vary aiaple definition ot productivity ia doin; aore 

15 with laaa? 

16 

17 

... 
0 

That would be one definition, yea. 

And vould you aqrae that part or you.r 

18 productivity aaauaption would be concerned with tho 

19 paraonr•l level at a coapany or with whether 

20 dovnai aing ia vo1ng to occur? 

21 A Mot nec:aaaarily, becauae aa -- when you 

22 aaked ae earlier it that waa -- it that'• a definition 

23 ot productivity, productivity can be accoapliahed in a 

24 variety ot different waye. 

25 one 1• juat tlat out reducJnq the aaount ot 
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1 e:~~ployeee. Another ie r .. ngineerinq proceeeee ao that 

2 the vork fun.otiona e&n lbe done ..arter 1 coaing up vi th 

3 oo•putar ey1t... that aaployeea uee that allov thea to 

4 do .are ove.r aborter period• of tiae. So it's not 

5 dependent solely on peraonnel. 

6 0 Oltay. Well, let'• tallt about the personnel 

7 anqle of produ.ctivi ty a little bit. You vould aqree 

8 that personnel axpanaea are a conaiderable portion of 

9 BellSouth'e natvork operating expenaaa each year; 

10 correct? 

ll Yes. 

l.2 0 And are you aware that BellSouth bee 

l3 underqone a work fotoco ~reduction in n oent Ye!!n? 

14 1o Yea. 

15 0 Were you preaant vben Ka. Caldwell vee on 

16 the stand? 

17 

18 

19 

20 

21 

22 

23 

Ho, I vae not. 

0 Would you accept, subject to check, that sho 

testified that BellSoutb decreased ita vork force by 

over 11,000 ar-'oyeee in recant years? 

A Yea. I'• avu e of that. 

0 And voulcl you alao accept, subject to check, 

that BellBouth'e accee1 lint• have inoraa-.4 1n recent 

24 years? 

25 I. Yes, their acc.ea linea have 1ncreaeGCS. 



1 Q Now, do you have any per;aonal knowledge of 

2 Ball,South' a vorlc force naeda in Flol" ida over the next 

3 tav yeara? 

4 & No, I do not. But it I could elabor;ate on 

5 that apeoitically, I think where ve•r;e h,eaded bare 

& again i e that the coat. ar e priaarily driven hare by 

7 paraonnal costa, and that ' • not necaaaarily true. 
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8 Raa:nt,Jin-ril19 playa a biq part in thia. And 

9 one ot the thinqa that really ooncerna •• -- qattinq 

10 baolc to productivity that we wer;e -- which waa the 

11 th ... ot your quaationa earlier - ia that BellSouth 

12 haa underetetad their productivity in thia proceedinq. 

13 In eaah ot ita •xP•naaa, including the 

14 netvorlt operating expan .. a that you apolta about 

15 earlier, there ' e a 3.1t productivity factor that 

16 Ballsouth hu included . And I tounc1 that at the I'CC 

17 in ita lataat price cap t1linqa, they 've bean filing 

18 6.5t productivity. so that by itaelt there 

19 underatetea the productivity in all expenae accounta, 

20 ino'u4inq networ;lt opar;al:ing expenaea, and lan•t 

21 necaaaarily driven by edditlonel worlt for;ca 

r;eduotiona. 22 

23 Q 00 you r ... abor what ay quaation waa? All I 

24 aekad vaa whether you had any par;aonal knowledge ot 

25 BallSOUth'a vorlt tor;ca needa in Flor;ida over the next 
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l fev yeare. And your anaver to that ia no; ia that 

2 right? 

3 :. 'l'bat ' a correct. 

4 Q Nov, vould you accept, aubjact to check, 

!S aince you veran ' t hare vhen Ita . C:aldvell vaa 

6 teatitying, that 8all8oath ia hiring mora technician• 

7 i n the atate ot Florida? 

8 A Yea, I vould expect that. I vould expect 

g that vbile they ' re hiring aore, in eo•• placaa they ' re 

10 letting othor people go. 

11 One ot tha tb"ln9• that'• i•portant to 

12 recognize hera ia that the coata that. va•re looking at 

13 are not apecitic to Florido t or -- in, thia proceeding 

14 aa praaanted to Bellsouth. They 're region dollara, eo 

15 vhat ' a happening in Florida in and ot itaalt ia not 

16 vha~ drivea tba coata. 

17 'l'bia ia a atu~Sy that vaa put together tor 

18 nine atataa, and that aaae atudy ia vhat'a being uaad 

19 in avery other procaedinga that Ball8outh tilaa both 

20 ita us· and it. tm11 coate. 

21 IU. Wlllfta Anc1 I appreciate the tact that 

22 Mr. IArlaa nllda to gat hla pointe acroaa, bUt I '• 

23 aakinq pretty aiaple yaa or no quaationa, and I knov 

24 that we vant to aove thia along. 

25 0 ( II)' ... nita) Ara you avara that 



2715 

1 BallSouth has aervice quality co-itllente in the atata 

2 of Plo~1de that are aet by thia Caaaiaaion? 

3 A I would expect that they do. I've not read 

4 vhat thoae a~e . 

5 Q Nov, do you believe it ia reaaonable for 

6 thia cow.iaeion to allow BellSouth to ignore tho .. 

7 aervice c~t:Mnta in order to achieve yo~ JOt 

8 ~eduction? 

9 A Mo. And I'a mot and, again, the reaaon 

10 t •a having to elaborate on ay quesl:ions is because the 

11 di~aotion of your questions indicate that the only vay 

12 to achieve the reductions that I racoaaend are by 

13 reducing the aaount of .,.raonnel; and aa I've stated 

14 before, ve•re talking about unit coat reduotiona. 

15 You can reduce coata through greater 

16 effioienoi .. , through reenqineer1ng, and the fact that 

17 yo~ acoeaa linea are qrovinq, even it you -intain 

18 the coats vbere they are today, doea not neceaaarily 

19 aean that the unit ooata era not qoinq to qo down. In 

20 tact, that•a vby the coste are qoing dovn at 7t per 

21 year. 

22 Q aut you aqreed vitb - earlier that 

23 paraonn•l axpanee ie one piece of the productivity 

24 iaaue; correct? 

25 A That'• correct. 
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1 0 lfov, let•a talk about the technology tor a 

2 while. Have you conc!uctec! any review of the 

3 technology that BellSouth usee in Florida to c!etaraine 

4 whether expenaaa would c:banc;e? 

5 lfo. That waa not the c!acic!ar for how I 

6 c!ateratn.c! the paroantaqa reduction. 

7 0 DO you have any experience in outaic!e plant 

8 anqinaerir19? 

!l 

l.O 
" 
0 

lfo. 

Have you aver purobaaac! technology equipaent 

11 tor a talacoaaunioat1ona coapany? 

12 

13 
" 
0 

Ho. 

lfov, the third leq of your racton that 

14 aupport your JOt reduction ia tho iaaue ~f 

15 COIIJ)etition. And I !»liava it ' a your poaition that 

16 coapatition will drive oparatinq axpanaaa clown; ia 

17 that riqbt? 

18 " Yea. 

19 0 Mould you aqrae that the lonq diatance 

20 inc!uatry ie capetitiva? 

21 " Y .. , I would. 

22 0 And can you tell -any i ntera.xchanqe 

23 carriere that have achieved a 30, raduotion in four 

24 yeare? 

25 r •va clone no analyaaa in thie procaadinq or 
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I 
1 interexchanqe carriere. 

' 
2 0 Have you looked at the level ot operating 

4 lfo, I have not. 

5 0 I'd like to aak you vbo ia going to provide 

6 the competition in J'loriclA that v ill drive part of 

7 that JOt reduction? 

8 Well, I ltnov that there are uny 

9 interconnection aqreeaenta that have been entered into 

10 by both BellSouth and GTB. I don't ltnov the nuaben 

11 tor SellSouth. I did aee in a dAta r.queet that GT! 

12 indicated that they have interconnection aqreeaente 

13 vith approxi.utely 68 caepaniea at thia tiu. I voulc1 

14 e.xpect Bell South' • nuaber !a in that vicinity. 

15 0 Do you ltnov to vhat degree AT'T vill be 

16 coapeting in the atate ot Plorida in the loca l urket 

17 in the next taw yeara? 

18 Ko, I do not. 

0 Kov, vith regard to advartieing, you atate 

20 that advert oing expenae ahould be reDOVed from b4aic 

21 aervice coata ; correct? 

22 '!'hat' • correct. 

23 0 Bov, you beao thia on tha atat.-nt thllt 

24 BellSOuth and GT! and Sprint do not advertise tor 

25 local aervice, or adv.rtiee local aarvice. Ie that a 



1 

2 

3 

fair characterization? 

A Yea, it ia. 

Q If you•re vrong, it you're vronq and 

4 S.llSouth, GTB and Sprint do advertiae local aervice, 

5 abould that expenae bo included? 

6 A Y... And, in fact, if Bellsoutb bad pu~ 

7 forverd - atudi .. or provided aoae intoraation 

8 about apeoifioally vbar• that local advertiaing vaa 

9 actually occurring, that could have been conaidered; 

10 but inatead jut the entire aaount or product 

11 advertiainq vaa included. 

12 Q You cSon•t live i n the atate of Florida, do 

13 you, Mr. Lenla? 

14 A No, I do not. 

15 u . W&l'f&l Thank you. I have nothing 

16 further. 

17 oeWXIUOIIIIIl m J•K• K'r. Leraa, why ahoulcS 

18 advertiainq for baaic local aervice be included? 

19 ln'I'IIUI L•Pa I 'a sorry? 

20 C"ePYNI OIIIIIl CLIJIJt l lfby abould it be 

21 included, even if they do advertiae for baaic looal 

22 exchange aervice only? 

:23 Wl'i'ii ... I·DDt Well, you Jcnov, vhet we're 

24 trying to acooaplieb here ia ooainq up with the 

25 apecifio coeta that are incurred in providing a 

~718 
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1 aarvice. So ea counael tor BallSouth aantioned a 

2 vbile aqo, it there vaa a ca.paiqn to do that, then it 

3 •iqht need to ba con.idarad. 

4 Nov, it t11at ie a euatained oaapaiqn or i .. 

5 it ' • a nonrecurrinq thiaq, tben you•d have to look bt 

6 that. lfaa it a one-tt.e thing? waa it •ora in line 

7 with auato.er i natructiona? Waa it •ora in line with 

8 corporate adva.rtiainq? Bacauaa on that iaaua 

9 yaatarday I beard a couple ot vitn••••• - - I believe 

10 it vaa Mr. Korria tor GTE lllld Mr. Dickeraon tor 

11 Sprint -- ••ntion that there vera other type• ot 

12 advartiJiinq tbat abould ba allowed. 

13 I heard 1-ge advertiai.ng •entioned by 

14 Kr. Dickaraon, tor exa•ple. Tl:lat•a not in the account 

15 th.at I rUIOVad. Tl:lat ' a product advertiaing. Iaaqe 

16 advartiainq ia 1n Account 6722, and I didn't aake any 

17 adjuat.enta to r .. ove that. 

18 Customer inatructiona, instructions provided 

19 to auato•ar• tor --

20 (liWMIIJIOIID GUGXAI But I thinK, though, 

21 tho co .. iaaioner'• queation ia •ore preciae, 1t I'• 

22 not miatalten. Sbe ealtecl, why at all allow it. And I 

23 aaauae that the concept ia it we're qoinq to allow 

24 COJ~P&tition in local aervice, why ahould that be 

25 recovered at all troa --

ftMTDI. JOuar.xc aanca CQIIII .. !tOII 



1 

3 

OW..,.NIOIUil ma•aa Oniveraal service. 

ow aui<*D caao:na Exactly. 
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WifiiW loDDI I believe that only specific 

4 edvertieing related to basic local could be allowed it 

5 1~. vas daterJain..S that it exieted, but I but they 

6 haven' t bean able to .aka that - - they haven ' t been 

1 able to identity vbat pa..>t o f a.dvertiaing and local -

8 I don't dieaqrea that local advertising vould be 

9 allowed, bec:au.e it ie 11 -- it there is any, and if it 

10 could be identified 

11 O*"'IIIOIID GalleD• You still haven ' t 

12 answered the questi on. It's a philosophical queetion. 

13 Why allov i t? If ve are -- vhy sbould univ•raal 

H service pay tor basic advertieing if ve want to 

15 proaota ~tition? In other vorda, vhy abould your 

16 coapany ba paying for &ellSouth'e advertisinq ita 

17 local loop? 

18 WX'f'IIUI LJIIIIIIU Well, bacau•e fro• a --

19 ClCWJ!IU:t<*D GUOUI I ltnov you add you 

20 didn't find it. It ' e e philoaophlcal question. Why 

21 abould 1 be allowed at all since you ' re a co•patitor? 

l2 WX'IJIJIIII L..., l Consistency purposes. Fro• 

23 •Y perapective, and vbat I've done hera, you look at 

24 ell coete, and if a coat is bein~ incurred to provide 

25 that service and if tiler• is a rational study that's 
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1 I ~an prepared t:bat llhova thftt thoaa coat a, you know, 

z var• incurred to provide that aarviea, than they eould 

3 be conaidarect. It doean• t necaasarily ..an they have 

4 to be aeeapted, but t:bay would -- they would ~ 

5 eonaidared juat like anything alae. 

6 My point qoea baelt to the feet that it 

7 haan• t ~en done, and that the advartiainq coata 

a and that I aa not taailiar vith any local advertiainq. 

9 And, again, it'a a r89ional thinq. The ratereneo bare 

10 about a eaapaiqn in Fl orida doean•t indicate that 

ll there are aiqnifieant eOJIPilreble types ot advertiainq 

l:t aeroaa the r89ion, vhieh ia the baaia tor thaae 

13 advert.iainq eoata. 

u cw•naaxoan:a an•u Let •• aak the 

15 queation. You -ntioned iaage advertiaing vhieh you 

16 aaid ia in a aepereta aeeount? 

17 Wl'NW LDPa "l"bat'a correct. 

18 cw••xaaiOIID Cl'8 '1 Haa that, to your 

19 ltnovledge, ~an included aa a eoat in deteraining 

20 baaic local exchange aervice? 

21 ~twaa• L .... , Yea, it ia , ~cauae it'a 

22 inc luded in Account 6722. It' • one of the corporate 

23 operation• aecounte, and that ia one of the expenae 

24 per-line cat89oriea that•a part of the overall 

25 operating expenaea that are uaed t o calculate the 



1 a.ic loe&l service costa. 

2 o••Ml<*D cr.a••a I don't recall that 

l ve•va ever allowed 1M9• advarthinq U> be recoveree! 

4 in rataa. Do you knov Vbathar that' • true? 

5 Wl.,.... l o"DI I don't ltnov that tor 
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6 Florida. I lcnov, having bean involved in a lot ot the 

7 other atatea, that in rate ot return requlation vhan 

a caaaa vera put toqather, iaa9• advartiaing vaa ona ot 

9 tha typical cliaallovec! cat*joriaa. 

10 o••• .. t<*D ,.,.,.,, It it vaa typically 

11 41 .. llovec!, Vby vould va include it nov? 

12 WXWIII tnpl Well, that•• a qood 

1l quaation. I quaaa ve•re -- va•re trying to c osa up 

u vith lonc)-run acon08io coata hare, ancS va•ra in araaa 

15 that are clittarant in aa8a raapacta to vhat vaa dona 

16 in rate ot return requl.ation. 

17 ona ot the tbinga that c ould be conaidarecS 

18 hera ia that a lot ot tha costa that ara part ot tha 

19 operatinq expanau per Una tbat have been calculated 

20 h•ra, th •ra pri~Uy booked al(pa.naaa. So 

21 cateqoriaa ot .xponaes that in tha paat you aiql,t b.ava 

22 diaallovacl ara all 1nc luda4 tbara. And certainly in 

23 tha staff'• raviav it tbara vara diaallovancaa in the 

24 past, vera dona before ancS it•a felt liMo th•Y ahould 

25 still be cliaallovacl becauaa it aho1..ldn't be part ot 

ftMU>a n.LIC IDnCII r.:M 1 .. 1011 



1 the univereal aarvica and that ' • -- very definitely 

2 aoaeth.inq that could be done. It • • not an adjut~t.JI.nt 

3 tbet baa been aade by any ot the ooapaniea. 

4 CCW!CIIIIOIID m,apw, Thank you. 
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5 CCWMIIIIODI D...-1 IAt H aalc a tollov•up 

6 question. You ..ntion.O there bad be..n diaallovancea 

7 in the peat. Do you )mow Wily there had been 

8 dieallovancee When there -• rate of return 

9 requlation? 

10 WI'I1IJI.ta LDKI I Yea. And traditionally the 

11 ooncapt waa that you vue atteJJptinq to OOH up with 

12 the coat, the reaaonable coat, ot providing aervice. 

13 It a coat wae 

15 reaeonable, vee it, to have iaa9e .nhanceaent 

16 advortiein9 when the ouata.er didn't have a choice? 

17 

18 

WI,._. LDKII 1'bat•e correct. 

O<'ti'QNIOIID DD!ICWt But in a coapetition, 

19 the ouata.er will have a choice; ien't that correct? 

20 ilfiiN I·DDI Y••· 

21 OOIP"'IIIOIID DDIC*t It ea ... to ae -- and 

22 I'll aek you it you aqr .. - that there •• auoh •ore 

23 adverti.einq nov in the lonq diatence aarket than there 

24 vae, eay, in 1975. 

25 Wl'fiiPN LDI!J,I 'ftlere• a probably aore 

n.ce-xna ~c aanoa c--••xu1a. 
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2 coa..x• .. xa..a DB!'al' And that'a becauae the 

3 .arltat ia oO!q)etitiva nov. 

4 Wlfl 'I !·DD• l'a sur·• c011petition haa a 

5 lot to do with that. 

6 ~GIZa DB!!UWI And it you coapete in 

7 the local aarltet and you win over ouatoaara that are 

8 in a hl¢1 cotat area, you would benefit, too, rroa 

9 having advartlainq included a a a coat, beoauae that ' a 

10 the aubaidy you would get tor aerving thoae cuatoaera, 

11 vculd you not? 

12 nnua LftDI I • a aorey. Are you 

13 reterrinq to the J..aage advertlaing we vera talking 

14 about? 

15 cc•w• .. xa..a DB!"*' Y••· would AT6T 

16 engage in advertising to vi n cuatoaera over it you 

11 vera to enter a vire c.ntar and try to recruit 

18 ouatosara? 

19 

20 do that 

nBUa LDDa I don't know how AT'T vould 

I know that AT6T doea do iaaqe advartiainq, 

21 an4 there'• prob4bly aa.e benatita that coaa tro• 

:u that. 

23 c+•M•Ulc.D DD'<*I I a it your opinion 

24 that advertiain; ia a natural coat ot d.oing .bwlinaaa 

25 in a coapetitive aarltet? 



1 

2 

Wlri 'I r,wga YU. 

3 eo.aiaaioner Deaaon•a point, ian•t thara a banatit it 

4 va uaa - vall, lat'a uaa tha CT! axaJIPla, that, you 
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5 Jcnov, ve eruted thi• huge univerul •ervia. tunes, end 

6 by your .. tiaataa and by your nu.bera you quya baliava 

7 you coul4 4o it tor auch 1•••· 
8 So 4on •t va proaota coapatition auch aora 

9 aqqraaaivaly by creating thia huga univaraal aarvica 

10 tuneS ao that you can aCC41aa tho•• 4ollara to provi4a 

11 aarvica to MllSouth cuatoaar• or CTE C\Uitoaara? 

u WI,..... L•na voul4 you repeat tha 

13 quaation a9ain? 

14 

15 context. 

"'*"TNla.D UllCU.1 Let ae put it i nto 

You believe that vbat ahoul4 be allovad tor 

16 ia the recovery or tha loop and tha aarvice coat to 

17 that local loop basad on lonq-tera, aoat atrioiant 

18 aystaa. Than you 4inqree vith MllSouth'a uainq 

19 nuabere that it baa 4arived troa ita racor4a troa paat 

20 4elllft9S . 

21 But it thia coa.isaion vent vith MllSouth'a 

22 nuabera, voul4 that not 9ive an opportunity tor you aa 

23 a coapetitor to aay, vall, tha Coaaiaaion is allovinq 

24 thia auch recovery on tbia, or thara•a this auch aonay 

25 put avay in univarnl eervica, tharatora, it I ltnov, 

~"'=~rna~ 1171Lto aan08 •>••••aia. 
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1 aa you •- to knov, that ve c.an do it tor auob laaa, 

2 vo.n •t thi.a Coaaiaeion be proaoting aora aqgTaaaive 

3 coapetition by you qettinq into the aarket, since the 

4 a&r9ina that DallOouth liatod are vay above cost and, 

5 thareby vill aalca cuat:caera •ora attractive to you aa 

6 a l ocal eervice provider? 

7 wx...aa LlaXal I don't naceaaarily agree 

8 that that • a vhllt vould occur. What I thinlt it does, 

9 it aata aore ot a laval plattora in teraa ot everyone 

10 beinq able to benefit troa the aubddi .. , but it the 

1 1 aubllidiaa thaaaalvea are higher than they ought to be, 

12 than prioea tor conaUJ~&ra are qoinq to be higher; ana 

ll ao I '• not aura that oonaWiara are better ott. 

14 o •MtaaXOIOIIl aaacu• Wall, wile I '• aura 

15 that deep dovn you • ra concerned about conaUJilara, I • a 

16 aakinq aoro philosophically about your coapany. And I 

17 thinlt one of tho vitnaaaaa atated, you knov, if va 

18 have thia aoney out there, ve•re qoinq to qat aore 

19 cowpotition acre aggTaaaively. 

20 Nov, on your n\Uibere an4 BellSouth 'a nu.bera 

21 in certain arua there are tr-.ndoua diacrepanciaa, 

22 and I aay tbia because you aeaa to have round 

23 etfioi. 1oiaa that Bell&outb baa not found, or GTE or 

24 Sprint. 

25 And ao if - ware to uae their aodal vhioh, 
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1 according to your nuabera, providoa too aucb aonoy tor 

2 thoao ioouaa, doean•t that qivo you a greater aarqin 

3 to enter tho aarltot? And I undoratand that aoaebody 

4 io going to pay for it, and it aay be you, or it aay 

5 be auatoaero. That eoid, you can -- lot'• diocua• 

6 you. Lot ' • leave tho ouat0110ra out of it. Doaan•t it 

7 allow you or qivo you an opportunity thoro? 

8 WIDU8 ,....,., I thinJc vhat it doeo ia that 

9 in vira cantors ttbere a aubsidy 1o needed to qat into 

10 that gaoqrapbical area, whore other coapotitoro aiqht 

11 not have conaiderod qoinq into that wire cantor , thay 

12 aight nov conaidor it and ai9ht coapeto thoro; but it 

13 ion't nooeaaarily -- provide a benefit in all tho wire 

u cantors. 

15 So it -- potentially in a rural area vbare 

16 COJipotitora aictbt not havo provioualy conoiderod qoing 

17 into, yea, that could happen. 

18 c:aoaa apMTD'l'IOJI 

19 • ., .. • llDifiD:m.l 

ao 0 Good aorninq, Kr. Ler.a. My naAe io Cho.rleo 

21 RohvinJcal with Sprint. 

22 a Geed aorning. 

23 0 JU.t to follow up on thio advortioinq iasuo, 

24 you do aqraa vith coaaiaoionor oaaoon that - - lot ao 

25 atrilto that. Lot •• otart over again. 



1 You rater to a leaner, Maner cowpatitor on 

2 Paga 7 in your ta.stJ.110ny, do you not? 

3 " Worda to that effect. 

4 Q Yes. Mow, th.at leaner, IN&I1er co.petitor 

5 vould include a4verti8ing coata i n their caape ign, 

6 vould th.ay not? 

7 

8 
" 
Q 

ll thara? 

10 " 
11 Q 

u Cowpany 

13 " 
14 Q 

Yee. 

And the.ra •a nothing vrong vith tha~. ia 

Ko. 

In fact, you knov vho the LUoky Dog Phone 

ia, don't you? 

Yu, I do. 

Are they incurring advartiaing 'xpenaaa to 

15 enter a nev aarket? 

16 

17 
" 
Q 

Yea . 

Ara th .. e advartiaing axpenaea higher than 

2728 

I don ' t knov. I'• not privy to vhat •a baing 

20 apent on advartiaing. But I think the point .:a -- and 

21 I .entionad earlier that tha iaaua bara vaa not 

22 ahould there be any advartiaing at all. 

23 I raaovad advartiainq becauaa neither of tha 

2 4 co.paniaa vaa able to indicate vhat portion of that 

25 vaa truly beinq incurred today to provide local 



1 ac1vertieinq, anc1 there vae no attort to put toqethar 

2 any atuc11ae to ehov vhat that laval ot ac1vartie1nq 

3 •iQht be in the tutura. 
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4 What va•ra bei.ng ulted to ae<::apt 1e that the 

5 laval ot ac1vertieinq that •a being incurred today h 

6 vbat it ' e qoinq to be i n the future tor local. 

7 Q Okay. Let - taka you baclt to your eUJillary. 

8 I believe you•va ••ntionad a biQ problaa you found 

9 vith the IUCa • n\Uibere 18 that they vera la.rqaly 

10 baaed on hi.etorioal coete and not on a torvarc1-looldng 

11 coapetitiva baeie; ie that correct? 

12 .. Yea. 

13 Q Okay. So it there' • eo-thing vro119 vith 

14 hietorical co eta in any eanea, vhy ie it that tho 

15 hiatorical or currant etatua ot no local -- baeic 

16 local aarvica ac1vartiair19 1a a problaa? 

17 Beeauao of tho vay tho coapanioe have -- lot 

18 .. baclt up a •inuta. Bacauee tba co•paniaa tirat 

19 start vith their operating axper saa in total and then 

10 cotr• up vith taotore to c1ataraine vhat piece of that 

21 ahou.lc1 be inclllded in local. And the taoto:.re that era 

22 being uaed are not -- do not inc1ic:ata in any vay 

23 vbataoavar that they ' re related to vhat c011petition 

24 vill drive. 

25 Por OUIIPl•, you•ra vith Sprint, and I can 
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tell you tbat hued on tha data r.czu ... t tbat Sprint 

til~, th.y davaloped a factor, and J t aaya, lat •a 

aay, sot ot aarkating axpanaaa ahould go to local, and 

thay •ra baaed ott ot factor• built ort ot vhat had 

bi•torically baan prov14~ to tha int er•tata tor 

co.-on line axpan•a•. 

In the paet the rcc wanted to perpetuate 

au.baidiaa tbat -- to local aervica, ond ao larver 

a.ounta of e4varti•ing wre allocat~ to the PCC to 

the interstate juria4iction and •bould bave baan1 and 

they're uaing tboaa .... ralationahipa to detenoine 

vhat part should go to local in the f uture. 

Thera 18 no atu4y, notbinq haa baan put 

forward to indicate vhat laval of tho total axpanaaa 

that ara baing incurr~ today would ba raaaonable aa a 

portion of local advartiainq in tha future. And ay 

contention 1a tbat until tbat ia done, than it 

shouldn't ba con•ider~ at all. 

0 I• it your poliay tbat •oaahov - - vall, lat 

- •tap back for a aeoond. Ara you qanarally avara of 

tba atat ·.e tbat vave rba to tbia procadinq? 

A Yea. 

0 Tba direction froa the Le9i•latura that the 

coaai•aion deta:ra1na tha coat o f baaic local aarvic a 

and chooaa a coat IIOdal to do ao? 

n,.,oa. n-aLtc 1anca o • •uzoar 
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1 

2 0 Ia it your cont~tion that aoaahow that 

3 atatuta allocated a burdan or proof to one proponent 

4 or the othar? 

a . D~• I obj...t . Ro'o aakinCJ bia tor a 

6 loqL. conclu.don roqarc1in9 burden or proot. 
' 

7 D . llUillil"·l Wall, it I aight respond to 

8 that, co..taaionar, Mr. Leraa'• teatiaony urgaa a 

9 conoluaory JOt natworlt oparating axpenaa, 15' other 

10 co .. on, or ovarhaad adjuataant baaed on the laolt or 

11 or hia oheractarbation or the laclc o r tilinqa on 

12 bahalt Ot the thraa C08~1aa, Vhioh aeaaa to ae to 

lJ arque that thare •a a burd~ or proot that •a not been 

14 aat hera, and I ' a juat trying to gat to the urrlerlying 

15 nature or bia teatiaony and Vby ba'a auggaating that 

16 thara ought to be auch a dlaallovanca . 

17 CC*M'Ia:I:OIID t'D8 C.a Objection 1a 

18 ovarrul..S. The vitnaaa aay anavar the quaation 

19 realizing he'a not an attorney, but in the context or 

20 hie teetiaor·· bov the bill -- he ooneider..S the bil~ 

21 when ha toraulated hiu ta.tiaony. 

22 1rn'IIILI8 7 PPDI When I COIUiidar..S ay 

23 taetiaony, I d.o it priurily froa tho datinition tor 

24 baaic local aarvioa. And tho definition tor baaic 

25 local aarvica included providing dial tona, 911, •-• 



1 o~ator aarvicaa, tho- typea of aarvicaa. 

2 In that raapect, •• I atated pravioualy, 

3 ainca you don't haar advartiaing for thoaa typaa of 

4 aervicaa and there v .. n •t any atudi .. preaanted 

!5 indicatin<J vhat co.tta vera t..in<J incurred for thoaa 

6 typea of eervicaa, that vaa the ~aia for ay 

7 conolu.ion. 

8 Q (17 Mr. aabwiakal) So vould an anavar to 

9 ay qu .. tion, a 110re auccinot one, be that there ia no 

10 burden of proof allocated? 

11 I don't know tha lava vall anouqb to tall 

12 you vhathar tbare ia any or not in there. 

13 Q Pair anouqh. Lat'a talk about your 

14 definition of bailie local aervica. You have atatad 

15 in fact, you uae the tara •baaio local aarvica" and 

16 •baaic local univaraal eervica• 1n your teat1110ny, do 

17 you not? 

18 ll. 

19 Q 

20 tarw.a7 

21 ll. 

22 Q 

23 ll. 

Y ... 

Ia thara any diatinotion betvaan thoaa tvo 

I • 

I'a lookinq on Paga 9, Lin .. 1J throuqh 15. 

Yea. 
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Do you equate baaio local aarvioe vith tha 

25 aarvica that voUld be aupportad by a univaraal aarvioa 

2 4 Q 



2 

3 

& 

0 

Y ... 

So doae your baaic local aervica definition 

4 inc:lude or exclude vertiCAl aervicea? 
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5 It exolud .. it. It'• the definition that in 

6 tbe Florida atatute aaya baaic talaco..unicatlona 

7 aerviee .. ena voice qrade, flat rate reaidantial and 

8 f l a t rata, ain;la-line, buain••• local exchange 

9 aervicae vhicb provide dial tone, local uaaga 

10 neceaaary to place unliaited call:a vith local exchaJl9a 

11 ~. ll\llt1-trequency dialing, and ace ... to -rgency 

u 911 directory ueiatance operator aarvice•. 

13 Okay. And juat ona laat queation in thie 

14 advertt.ing area. I think you aaid in your au.aary 

15 that there•• virtually no advartiai.ng expanae tor 

16 baaic local aervica. Ia it virtually nona, or nona? 

17 & I aaid virtually. 

18 0 So thara .. Y be aoae? 

19 a Yea. 

20 Q Okay. b. Wllita .. k6CI you queationa about 

21 vhet a you are taailiar vith -- had you dona any 

:1:1 atudi .. or analy ... ot productivity vithln BellSouth. 

:13 Do you recall thoae quaationa? 

:14 

:15 

a 

0 

Yea. 

Have you done any auch vith ra~ard to 
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1 sprint? 

2 a No. 

3 Q HOV about any technology i•prove•enta or 

4 advances with reapect to Sprint? Rave you dona any? 

5 a Mo. But if I aay, one ot the -- I wanted to 

6 do all those things. I aslte4 a very extenaive data 

7 requut t o Sprint tor docuaentation bacltlnq up eny 

8 possible adjuataant that should be conaid..red t or 

9 things l ike productivity, natural atoraa, anythin<J at 

10 all that should be adjusted or thinqe that ahould be 

11 considered on a qoing-torvard baslll. 

That intonllltion was not provided. I asked 

13 tor it on August 11th and didn ' t receive it until 

14 october the 8th, vay lon<J attar the 20 daye that were 

15 allotted. I have very little with which t-J work with 

16 with Sprint. 

17 Q Well, what you received, did you do an 

18 analyeie of that? 

With reapect to productivity, I d id an 

20 analyaie and, i n tact, I provided that analyaie in a 

21 data r~ ,ut to the Staff with regard to qeneral 

22 adeinistrative expenses. 

23 I provided a trend ot qenera l adelniatrative 

24 expanaea tor the rive-year period troe 1992 to 1991 

25 uainq ARMIS data that I used fro• publicly available 
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inroraation, and. it llhovecl a condatant downward trend 

in unit coat& for general adaini atrativa coata. 

Q And you would a'11"••· ae Kr. Dickeraon' • 

t .. tiaony reUaote, that there ie a downward trend 

relative to the AJUUS data included in hie 

forward- looking BCPH raa~lta? 

a No, I do not. 

Q You don • t a91"" that tbare • • a lover 

nuabar aaount of axpanae in hie ARMIS data relative 

to the ARMIS --

a Yea. And I •a va.ry glad that you brought 

that up, bacauae that vaa vary ai•laadingly preaantad 

yeatarday. 'l'ba nuabara that he atarted with vera the 

total ARMIS nuabara that include ooata tor local, 

toll, a.nd aoca••· And he oaaa up with :1ia a110unt for 

total local coata uaing a percentage allocator which, 

aa I aaid on october the 8th, we got inforaation on 

bow that allocator vaa detarained. 

That allocator vaa nothing JtOra than the 

percentage allocator that'• beinq uaed to deteraina 

tba l :al piece of tba total to the i ntarataLa today. 

Thera vera no udjuataanta aada to reduce -- in other 

vo.rda, be didn ' t atart with looal coata and reduce 

tboaa ooeta, becauae ba aaid going forward they're 

goir19 to be lover. Ita atarted with total coata and 



' 

1 c.- up vith local, and it ' • nothi"9 aore tban coainq 

2 up vith tbe percentage that be believe• 1e local . 

3 Be aacSe no a4juetaenta to recSuce to<lay • a 

4 laval ot ~ beeed on 4ovnvar4 tren4e, 

5 productivity, reang1naer1nq . That voe vory 

6 aialeacSinqly pr .. ented. 

7 0 Your atancSard that a leaner, aaaner 

a c~titor voulcS coae in and provide tba atandarcS 

9 againet vbiob to baaa torvar4-looking coata, vhera ia 

10 that 0011P41titor to<lay? 

1 1 a Whare ie that coapatitor today? 

2736 

12 0 What ia your exaaple that you voulcS have the 

13 COIIJIJ.aeion look at to dataralne that the eppropr !ate 

14 coat& are tbe on.. that AT'T aupporta? 

15 a I'• aorry. Repbrua tbat quaation again. 

0 I ' ll vith4rav tbe queation. 16 

17 a . aAW"'"·• I have no turtbar quaationa. 

18 - - -

19 (Tranecript continue• in aequance in 

20 V01WY 2!1.) 

21 

22 

23 

24 

25 
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