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lJEFORE Ti IE FLORIDA PU13UC Sf.iW ICE COMMISSION 

In rc: DctcrminatiOII ofth\' Cost of ) 
Local Tclecommunic;uio:os Service, ) 
pursuant to Section J64.C25, ) 
Florida Stmutes ) 

DOCKET NO. 980696-TP 
FILED: November 2, 199!:! 

I'OST - IIEARING STATEMENT vF POSITION O N 
ISSUES AND BRIEf Of SPHI NT-FLOIW>A. INC'. 

In accordance with the J>rehearing Order, Order No. PSC-98-1303-1'110-TP. 

Sprint-Florida. Inc .. ("Sprim-Fioridn" or "Sprint") respectfully submits its Post· 

I fearing Statement of Position on Issues and Brief, suuing as follows: 

Issue I : What is the d efinition of the basic local tc lccommunicatinns 
service refe rred to in Section 364.025(~ )( b), Florida Stututc.s'? 

Position: The definition o f basic local tcl.:cornmunicmions sc:l"\·icc is thc 

definition established by the Federal Communications Commi~sion. Sprilll· 

Florida's ddinition do~s nm differ significantly from the definition in Section 

364.02(:!), Floridn Statutes. 

• • • • 

I. Sprint 's definiti on o f Basic Local T clcconomunkutinns 
Sen • icc is consis tent with Floridu l.:m. 

,\ s noted above. for purposes of calculating costs in this docket. Sprint-Florida 

defines basic local telecommunications service os docs the FCC in its Mny ~-;'" 

Rcpon :md Order o:n Universal Service ( .. Order"), paragraph 56. In thnt Order, the 

s.:l"\·ices designated to receive suppon a re (paraphrasing): single pany service; 

voice gmdc access to the public swi tched network; Dual Ton.: Multi-frcqucnc~ 
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~ign.tling or •ts functionnl equivalent; nccess to cmc rgency :.en icc~: .tccc:..' to 

opcr:llor scn·iccs; a~~··~s II> imercxchangc service: IIC'c.:ss to directory a~\l~l:lncc; 

ond toll limi tation .tcrvic ·s for certain customer., (Staihr, Tr. 1465.) 

Sprint-Florida' ' cl.:tini tion does not differ significantly fron1 the dcfini1ion 

111 Sccll<•n 364.0::!(2). I lorida Statules. Sprinl hilS provided mformation that 

''ould l'alculatc the additional costs of adding white pages and access to rcl.t~ 

:.en ic.:s. ·nli:sc costs nn: minor and contained in Exh. 60. 

I I. Thr l>efinilion of Bnsic Locnl T elreo mmunica tions Sen ices 
Offered hy IIH' IXCs is Lcgnlly nnd Fncl uully Wrung 

As demonstrated above. the proper dclinition of ba~io: k)cul 

tdecommunica1ions )cn·icc is contained in Floridn Statut.:s and FC<.' uHkrs . rhc 

I XCs. howe\ cr, contend I hat the definition include' "all scn·iccs thai :m: t~ pic;~ll~ 

considered basic local ~crvices" or "lhc typical famil> of sen· icc~: ((jiiJan. 1 r. 

616: Gucppc. Tr. 685-691.) Using this unaulhorited ddinilion. I he I X(\ pmposc 

that. tor ca lcula ting the nmount of universal scn'icc support 1hnt is requir<·d. 

,tvcrage rcv.:nues per rc~idcntial customer he used. 'rhb :I\ erag.c r<'Hnuc 

h~nchmark \\Ould include all revenues generated b} n:~idential cu.,tlllll<'r~. 

includrng. for <'~ample, intrali\ T A toll. 'crttc:ll fcatu res and accc~s rc' cnucs 111 

::uldition 10 the basic )en· icc rate. The avcragc re\ cnuc per customer "ould then 

he comp:u-cd to the forward-looking costs of providing this liimil} of ~cn· tcc~ in 

c111:h wire c.:ntcr to determine the nel'd fur universal sen·icc ~urport. I hi~ 

proposal is inconsistent with the requirements of f·ll>rida and fcder:tl hi'' .111d b nul 

rc,p<m~i' c to any is~uc for which the Legislature requested a stud~ and report h~ 

th.: I PSC. 

Chapter 91!·277. Lows of Florida, amended Section 3C>-l.0:!5(-l) h} addms 

!'>Uh~cction ( 4 )(h), which stn tcs: 



l c1 assist the I cgislnturc in establishing a ~rmam:nt 
un 'crsaJ S~"- ICC mechanism, the commission, by 
I cbi.I3J1 l 5, 1999. shall determine nnd rcpon to the 
l'r<·,id.nt ot 'h t· Senate and the Speaker of the I louse of 
RcprescJ'IatiH > the total forward-looking cost. ba,cJ 
upon the llo•>St recent commercially available technology 
and cquipmcm nnd gcncrnlly accepted dcsig,n nnd 
pi:Jccmcnt principli!s, of providinp, basic local 
tdccommunicutions service on n basis no gr.:atc:r than a 
"ire center basis using a cost proxy model to be selected 
l>y the commission aflcr notice a11d opponunity for 
hcaring. 

!'>cellon 3<>·1.0::!(:!) defines "Basic local telecommunications sen icc" as foiiO\\S: 

"Oasic local telecommunic:nions service" means voice­
grade, flat-rale residential. und tlnt-ratc single-line 
business lucnl exchange sc:n• ~ecs "hich provide dial 
tone, local us:tge necessary to place unlimited calls 
within n locnl exchange nrca, dual tone multifrcquenC) 
din ling. and ncccss to the followinf,!: emergency scf\ ices 
~uch as "911." all locally avuilnbk intcrcxchangc 
companies. directory assistance, opemtor services. relay 
5C"- ices. and an alphabetical tl ircctol} li~ting. Fur :1 

local exchange telecommunications com pan). \uch tcm1 
'hall include any extended nrca scn·icc route~. ond 
extended calling sen icc in existence or ordered b) the 
c,unmission on or before Jul) I. 1995. 

I he I cgtslaturc. in amending Section 36-1.0:!5(4) in I 'NN. u~cd the plm•~·· 

"b;"ic lt•e~tl tdccommunications ~cf\·icc" in the manner in which the I cga•.l:uur.· 

clclincd it in 1995. Voq:!lc y. Knjglu Bros. Pnm·r Cp .. 118 Su.:!d Clf>-1 (Ha t'' 

DCA. 1%0) (When a statute conlllins a definition oi a \\Ord or phr.a,c. that 

mc.aning mu~t be ascribed to the word or phru~e whcnc\cr r..:pcotcd in the '·'"'C' 
~tatutc unlc~!> a contrJf)' intent clc:arly appears.) A contrary intent doc~ not dcJrl} 
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.tpp.:ar. In fact. the Legislature could not intend the phrase "b."IC local 

tdccurnrnun:catious ~c., icc" to include toll or \Cnical li::tturcs bccau~c these 

'en ices arc cnc••rnrm~,··:d within the phmsc "non·b:t>t~ )c~·ic,•"' wh kh '' ddin.:d 

at Section 3 (,~ 0:!(::' 1. Florida Statutes. und h:l\.: long been treated b~ the 

t"t•nunission :1.'> such. Moreo\er, "net" ork access ~en ices" is scparutcl~ Jelined 

at Section J M .I c. ~. Florida Statutes, and hu~ ncH~r been treated h~ the 

l<llllmts>tun a~ a "basic loc:tltckcommunications sen icc." 

l ooking at the li:dcral law regarding univcrsnl service rundia\g. nu suppon 

c:an be found fo r the I XCs' proposal. In the li rst plucc, the dcfinititlll of basic local 

telecommunications sen ices established by the I CC for unhcrsal ~uppun 

purpmcs "as follows (p.araphrasing): 

Stn!:.!l.: pan) scn•ice: voice grade access to the public 
s'' itched nct\\ork: Ou:JI Tone Mult i-frcquenc) signal ins 
or its functional equivalent: accc~s to cmcrl:.!cncy 
scr . ices; ncccss to operator scn·i~:c~: access to 
inten:xdtange service; access to directory assistanc~: and 
tolllimitntion se rvice ror certain customers. 

Ju,l lil..e Florida·~ dc:inition or "basic local telccormnunic.ataon' ~en ICc." the 

I(."(", ddinition docs not include the IXCs' "lamil) o f sen i..:cs" \Udt ·" toll, 

\crtic:1l fcmurcs or ,1ccc~~ scn·icc. 

Morcu\ c·r. the I XCs' proposal to USl' ovcrnge rcwnue~ from ull ~uur~c~ ' ' 

mcorb istent "ath the I clccommunications 1\ ct of 1996. The• fundrunentul l:.!ual of 

the f clecommunicatiOn\ t\Ct Of 1996 ('96 i\ct) IS tO promote COIIIflClll iOrl an ..all 

tclccommunrc .IliOn' m.arl..ct\. and panicularl> the local exdtanl:.!c 'en a~c m.arl.et 

II \\.IS earl~ rccogni1cd that competition ''ill dm c prices lO\\ards l'mh, and that 

tnc historic practice ul supponing universal scn•icc through implicit suhsidi,., 

buih into non-bask scr vkcs w:ts not sustainab le in 11 competitive market. In order 
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tu p1.:>u ' e tho: polic~ f_!OJI ofunhcrsal sen icc in a compctitiH· ~n' ironm~·nt. th.: 

\,1 r.:•JUircs th~t <:)o.l~lmg implicit subsidies be replaced b} an ,·xplicil universal 

'""'icc fund. (Sichtcr. I r. ::!070.) The IXCs' proposal csscmiully ignores thnl 

ro:quiremcnl. AI tl•c heal"'. of their approach is the ns~umption that the .:xisting 

r.th:' for all sen icc~ .1r.: both econom1cally appropriate and su~tain;ahk· 111 a 

cumpetitiH· en1 ironment rhat assumption is simpl) "rong. 1 he ,n o:r.1ge re1 ~·nuc 

b.:ndunarl. th.u i' the h>untlation llf their propmal' b lhl.' ;uooucl nf munupnl~ era 

pr11.:1ng. pracuccs "herein ~omc scn ·iccs hn1 ... bel t priced abo1.: Clhl ami h:Nc 

r.:si,k·n u ~tl sen icl.'s h;l\ e h.:cn priced be l011 cost (Sidncr, 'I r. ::!070.) ' I hc I XC:s' 

approach also continues to keep ir. place the very implici t ~ubsidics "hich the '96 

;\ct r.:quiro:s to be made explicit 

Looking onl~ at a11:ragc re1cnucs mash or 1gnon:~ \\hat 1~ the'"'"' 1\SUC 

th.: "ide 'anancl.' in re1 enucs and prolitabilit) of indi1 idual cu,tomcrs - ,1 

1arianc.: that is the chr.:ct product of the wide 1 ariancc in 1m•litah1lity of 

111dil idual sen iccs that b produced by the existi'lg rail.' structure l lmkr tlh' 

cx1Ming rJtc ~tructurc. the prolitabi lity of a customl.'r IS a din:ct lu m.:tiun 111 the 

ml\ nf sen icc~ used b) that cu~tomcr. A consumer "ho use~ on I~ ha'i"' ~en ic.: 

"ould be unprofitahl.: to ~cr11.'; convcrsdy. hc.ll} users of toll and 1cnical 

li:,nurc~ "sci"\. icc> that .1rc priced sub•tantinll) above cost" \\Ould he 1 cr~ 

prolitahl.: to ~en .... t\nd the rc:~lity is thnt con>Uilll.'l~ do. in fact. vm~ wid.:ly in 

their usc ol tdcphonc sen ices. While mo•t rcsidcminl .:ustumcr~ lluu ' t gene nile: 

!Olaf revenue~ 'uflicicnl 10 cO\cr tht: costs ol ~erving. them. uthl.'r• ,trc highl~ 

prulitabh: to -.crvc. I he: Iauer customers, of cou~e. arc ICf} allr.JClllc 111 nc" 

cntr.mts; and indeed, competition can be C"J>I.'Clcd to dri\ c the price:. 10 thi., .. ct of 

• u~t,,mcrs do" n to" ards cc>>t, thereby eroding the source of subsiuie~ for thosl.' 

cu~wmcrs "ho do not generate enough rcv~:nucs to cover the cost of scn·ing them. 

( Sil:htcr. Tr. :!070-71.) 



Evidcncc of the ' arinncc< in revenue gcnermcd by residential cus10mcrs. 

was pro\ l(kd by Sprint's witn~ss James W. Sichtcr lie reponed an unnly~i s of the 

rc\ .:nuc' !!•'IIC a ted h) a sampk of 2, 750 of Sprint· florida's residential customers 

in the sen 1cc .1rc1s of·., hat ,,•as then United of !=lunda fr,lm Scptemh.:r IIJ% The 

revenues mcludcd 111 tl • .: anal) sis were local service charge~ (including the 

interstate SLC). \'crliL:" tcotures, intr-.tLATA toll, und SUite and interstate access 

scr\'icc (originating and tcrrninnting). The toll nnd access re'cnue~ \\ere updated 

u~ing Jul~ I 997 intraLA 1 A toll and access rates. TI1e study demonstrates that all 

r,·,id.:ntial eu~uuncrs arc •wt the same. While the !I\ .:rage local r,·,cnucs don't 

'nry much over the distribution. nveroge local rc .cnucs ($ 13.1 J) cun~titutc only 

-1 :\"'• uf the avcmgc total revenues (S29.0ll) or r.:sidcnual rusto1n~rs. 

Co.>nsumpllon or \O:nical features :lnd tol l/access. h0\\1!\Cr. \:lrics significant!~ . 

I he I ::!~o of r.:~1dcntial customers in the h1ghcst revenue c:n.:gor~ g,:>er:u,• ~51.12 

mont hi~ in rcvcnucs from services other than local ~en icc. :1s (tunp:lreu to on I~ 

$.70 a month from the 15% of customers in the lowest revenue catcgur). Sin~e il 

b the tnll <'access and vcnical feature sen· ices that arc today the source of subs1di.:s. 

to support universal sen·icc. the inequities of .he rurrcnt rate ~tructur.:. and its 

llll~ustamabilit} in a compclitivc market, are made rcadil~ apparent h) the r.:' enu•· 

llistributiun studied by Sprint-Florida. (Sichtcr, Tr. :!071· 73.1 

Consequent I), the IXCs' proposal to broaden the dclinition of "h;l\ll' local 

t.:l.:<:onununications sen· icc" to include a "family of sen 1ccs" sirnpl) prolongs th,· 

\cr) mtcr..cn icc cross-subsidies that curmlll) cxht. ltathcr thJn mal..ing explicit 
the ;ub~idics thnt currently suppon universal >crv icc, the I XC~. '~ ho lm' ,. 

consistcrHI) sought cost-based acces~ charges, "ould. b) including uco.:c~> costs 

and rc,cnuc~ 111 the calculation of basic local telecommunication~ ~en icc. 

cffccth cl~ alundon that quest h) continuing to place the cost of unl\ ersal sen ic<.· 
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~uppon on the hacks of thQse consumers who purcht~se significant qu:mtiti~s llf 

toll s~rviccs mtd venicul feututcs. 

Issue 2: For pur poses of determining the cust o f bu~i c lucu l 
tclccommunicnt ions service a ppro pr iate for cs ht blis hing a 
pcrnmnr nt un ivcrsn l ser,•ice mechnnis m, whut is th l' np prorri:Hc 
cos t proxy mod el lu determine the 101111 fon vn rd- looking cost or 
providing bnsic local tclccommunicul ions scn·icc pu rs ua nt to 
Sectio n 36~.0ZS(-4)(b), Florida Stnlu lcs '! 

J'us ition: 'Th~ BCPt\1 Version 3. 1. wi th Floridu und Sprint-Fioridn Sp•'<' itic 

inputs. is the appropriate cost proxy model for di!ti!rmining the w tal limvard­

looking cost of providing bns ic local telecommunications service in Sprint­

F lorida's se rvice MC:ts. • 

• • • • 

I. The Com mission Shnuld Adopt the !Je ndtnmrk Cus r Proxv 1\ln!lcl 

Simply stated, the Benchmark Cost Prox) Mc.dd ' {BC I'I\1) prtn ide> the 

mosl rc:tlistic estimaLion of the cost of bas ic local h.:l~cornrnunication~ service . 

For Sprint-Florida. it docs this by using actual line coums. realistical ly locating 

.:ustum~rs and finally by building adequnte faci lities to serve all cxistin~; anti 

future ~ustumcrs with adva·r>ccd services. (Staih r. Tr. 1472-74.) I· or these reason~. 

the Ctltnmission should adopt thl! BCPM for usc in determining limvard-luoking 

·cosl~ f<>r Tier I L,ECs in Floridu. (S iaihr, Tr. 1465) 1llc Floridu Lcgislotur.: has 

already determined thai a cost proxy model is the appropriate costing 

methodology for use in determining forward-looking c::osts in the sLate of Florida. 

Section 364.025 (4} (b). 

\'c-r'\hm 1 I Clt<.l•~t j 1 .. ). 01) fi lcl.i on September 2-1, 1994 
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A. T he 13Cl'M culculntrs theforwt~rd-loaking ecrmomk 
cast of providing bns ic service. 

ll1e IICI'Iv\ 3.1 is the best costing mcthodolog) to use for d.:-tcrmining the 

cost ol basi.: loc.tl wle<"vmmunications service, bccausc it most accur.ud~ rcllect :. 

the fomJrd-luol.ing co>ts thnt would a<"tual(•• hi! ,,,·urr.:d b~ an dticknt h>c.1l 

prn\'itler ~en in~,: lh~ n:sid~nl i:.l nnd husincss cu~tumcr~ ol this ~tate . (Staihr. I r. 
1-lbS.) I hc Bl'I'M also nccurately estimates the costs or providing indi \'illual 

'en·ic:cs in tod~y ·s markct. i.c .. the costs that a nc" entrant would incur and costs 

that a ne\\ cntrant \\Ould expect to reco,cr through competiti\1~ pricing and/or 

uni' ersal sen icc suppon. Because the BCPM 3. 1 b tt prox) nmdd, it cstimnt,•s 

the wsts that would be incurred by uny cflicicnt loc,JI provider rf that prO\·ider 

•ened the entin: market·. (Staihr. Tr. 1466-67.) 

U. The BCPM is fundamentally be tte r in terms ur 
cstimat inJ! the locatio n of cus tumcrs. 

Spnnt :.ponsorcd the testimony of Dr. Bria,, Staihr "ho d••rnnn .. trute~ thut 

the BCPi-1'~ method for estimating the location of customers. and then s..:rving 

them. "ith .. u t1icicnt f:~cilitics mccts the statutory critcrin. tSt.tihr. I r 49~-5~5 ). 

\lthough the commission h~ard testimony that C:lch modd has rmp.:rk~lltln,, the 

r~~ord is clear. howc\'er. thlll the BCPM is snnpl) more accurate th.tn the IIAI 

model. c~pcd:1ll) in high co~t. rura l orcas where it muuas mo~t tu the 1opk of 

uninors:tl ~CI\ i~:c suppon. (Staihr. Tr. 1502.) 

TIIJtth.: BCP~I is more accurnte is , ·it:lll) rmponant to the ~cl.:e11on process 

bccau~ true laci litics· bascd competition can onl)' come to all area~ ut llnrida if 

c~plicit urH\ c r su i ~crvicc ~uppon is ponabl.: nnd sunicicnl tu compensate 

potential nc" providers otrcring service ovcr their own facilities. l·ur thi .. rea~un. 

\ m.ul..ct rn·~hl h.: \khrK\J _.,. lh<" mruc \1 ate of floncb. ur • p;w1 ... ww .rc~ C\ltla')tJ) 14"1'~ t• "" lfkumbcf11 
, • ..,_., C\li.lun.c utrKt fit f C). Of .. p.w1KWI ur tht &tQ, CurtM11) W'f\nl b) &he Ill(' 1~ II(,.,,,..,_ .v\.d ~Joe, 
.... J,t.~Wc d1< u~~h l•lf ""' ofthtv ·m.uLrh- f'-tr..lht. Tr IJ61 . .IIJ~.(J) 
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it is esscminl to 1•et the ~ost right with regard 10 what costs a new prnvidcr wuuldl 

incur on a g11i ng-!hrward basis. Only then will the lle\\ cnrrier huv.: the prupt:r 

inc.:c.:ntiv,· It' en•cr tlo: rurnl, high-cost markcb. i\ modd that ~) \temallcally 

understate~ the co,;t• of providing basic service in high cost areas "ill dclc:ll th..­

goal of a competitive maJkctplucc. (Staihr, Tr. 1471 -7'2.) 

The BCPM builds an ellicicnt network by maximizing the shored ponion of 

the network route, by ensuring that both rurol and urban customers recei' c the 

!>aml' ttualit~ of service through the same technology and by optimiLing the la~out 

ufthc feeder routes to minimi~e their distance. (Staihr, rr. 1473.) B~ .lCC:IIr:Hdy 

Identifying cuMomcr locations, and building :m ellicielltnctwork to those 

locmions. the BCI'M accumtcly cslimates the costs that nn ~flicicnt provider 

\\Ould incur in the provisior. of basic service to an entire marl-ct. Unl.l.e the I !AI 

model. 111 the process of building ItS network. the OCP:\1 docs notmal.e 

unrcnliMic :t~~urnptions or ndjuMmcnts that can disi<Jn 1he di~tancc :u\tl density of 

CUSLOillcrs. 

The criteria for judging the qualit) of n model are· a.) thc tedmulug) in th,­

modcl must be lc~t-cost. most-cllicient, and r.:a~un.tbk tor pro' idmg >uppotto:d 

services: h.) .. .-wal wire center loca tions must be us~:d: c.)lnop technolog~ mu~L 

1\l)t impede tho: provision of advanced services: d.) wire centcr line wunts should 

equal actual line counts: and c .) the model 's avcragc loop length' >hould rcfl~cl 

.ICtual U\er.Jg.: loop length~. (Stuihr. rr. 1471!.) A> UCIIIOII>II'"Jl~d h~ Dr. St.tihr. 

ah~ OCP:>l meets allth.:sc criteria b} u~ing onl} 1om .1rd-looJ..ing tcdmulng~ : b~ 

optimiting a~ the network is built: by assuring the cupabi lit) of prnviuing 

<Jdv:mcccl ><:rviccs: nod by using actual Wtrc center locutions. actuul "ire center 

lmc cuunl\, and actunlloof> lenglhs if available to udju't in\l'stnH:nt I m itl\lnnc,· 

BCPM insures thai acc.:ss to ad\aoccd services arc nut nnp.:dcd du.: to cxccssi'c 

..:opp~r cable lcnglh. The model limits virtually nil cupp.:r loops t<l I :!.000 feet 
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( '>ta1hr. I r 159~.) \buntlant e\ id.:ncc: \\ 3~ prc~cnt.:d that 1$ th.: 11101"11111111 lcngtlt 

cha t ~:an ~upp.:>n t\P';I.. 

Mnrc i11llll'11!111ll.'. the BCPM works hcsl whcr.: it is nc:cd,·d th.- 11hlM. A:;. 

l>r. Staihr anti Dr Urion Dufi}·-Dcno tcstitied. u sin~ the methodulog~ of 

.JIIoc:uing customers along roud mileage is Stntistically valid and sup.:rior to th..-

11 •\1 '~ geocoding approach in terms of rninirniting distortion. ISta1hr. I r 141)1: 

IJur f) -Dcno. Tr. 994-98.) Satellite correlation tS very high lll:t\\ccn th~ IKPI\ J' ., 

mad milcag.: methodology nnd actua l customer locations (i .e. housing units thnt 

Ull) .:ligihlc pru\'iclcr would be obligat.:d Ill serve. (Duffy-Dcno. Tr. WI -9-1 . ) In 

3dditiun. thcr.: is un extremely high correlation between road rnileng, ... <llld "h.:r~· 

cu,tomcrs arc loc:ucd. Dr. Staihr demonstrutcd that the corrdation ocm.:en ro:.d 

dbtribution and population dis.ribuuon is O\ cr 'HI%. (Staihr. Tr. 507 1 

ll1.: next mo>t cnu.:i.1l function of the IJCPM js to constmct t:1c1liti.:s t.> 

:-.en.: the .:>timatcd custtun.:r locations. Again. thc BC PI\1 bests th.: lli\1 hy a 

hug.: mnr~in . Or. Stnihr testified that based on the MST ( minimu111 sp.uming tr.:c) 

.ma l ~sis. th.: BC: Pt\1 undcrbuilds to custom.:r locations in ;,pproxunat.:l) lS0 o of 

th.: grids inth.: hl\\l!~t den ~ it) t on.:s (i.e. ''h.:r.: the i~suc is mo~t rdc\ .1111) In thl" 

clll&lparable clusters. th.: llt\1 undcrbuilds 111 IS5~o of the: main clu,t.:r' (Staihr, fr. 

l~UI . ) Sprint'~M~ I :mal):.isisperlorrncd\t'f)' Conserv~tivcly.(~t.uhr. lr. 15XI-

1 5X-I. l '111e actu:1 l lc,cl uf 13CPM undcrbuilding \\ould drup ~ignilicnntly ir 

..:crtnin cable length nnd drop length constraints arc relllu\'cd in the 111111kl (Stnihr. 

1 r 1581>-151\l't) 

C. Thl' UCI'~l ·~ usc of housing unil ~ i\ lhe mo~ l consi~tcn l \\ilh 
lhl' ohlil!utiun to sene und the concepl of uni' ersul sl.'n ict·. 

llousmg unit~ arc tho.: appropriate locations to "hich a pr<lX) rnodd ~huuld 

build plant. Sprint ackno\\ lo.:dges that households. as d..: fined by the ccn\1 1 ~ . ..:;m be: 

~~~h~lltuted for hou~ing units. llowcver, it is 111orc approprim.: that htl\1 ~ 111 !! 11111t,;. 
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he u'ed lor >•'eral reaoon~ . First, the housing urut repr~><'nts all locations that a 

~.:arricr of l:rst r~son lms th< obligation to serve. \Vh.11 might be a va~nnt horru: 

tod:ry nright he ~orrrcor •c'-; perrnanent horne tnmllnrow. Addrtiurrally. ll$irr~; 

hou~cholds "ill olicr. mc:•.1 that second homes will not. in the modd. Ita,,· line> 

hurlt til them. (Starltr, I • 1600-0:!.) In either casc. \\hen mal..ing engineering 

,1\>umptions about the plant requirements, Sprint must :tSsurnc that .rll housing 

unit:. \\ill require ~crvicc. FPSC Rule 25·4.066(2). F.A.C. rt!quircs that the 

corn pan) sntisfy M:n icc requests for primary SCf\ 'ce within three working da)S. 

nJndeniuhly tit~: lcusi coot method of building plant is b) estimating nnd building 

tn housing units rather than to the number of l.1cution~ deri\Cd from just 

households ,., ith telephone service. The housing unrt assumption is a!su c:orbistcnt 

\\lth the FCC criterion that must include all bu, iness and re>rdencc lrnes. 

including multi-line bu!.iness services. spccral access. pri,·atc line>. 0.. multiph: 

r..:~idencc lines. n1c UCPM includes all of the abme. plus the abilit) to us,· 

nctual wire c~:ntcr line counts for single line r•·sidcnce &. busincs-.. multi-line· 

n:sidence and busincs>. special access, etc. if these coums arc :" arlublc. t St.rihr. 

I r 1479.) 

n. The 8 CP)1 is the only model that is 
completely open and Hririnbll'. 

In selecting an appropriate cost proxy model. the FCC' rcttuire-. th:rt all 

underlying duta, lornrulnc, computations. sol\warc must be U\;ril:rhlc to nil 

interested p.mies for review/comment. Funlwr, data muM be \'criliable. 

engineering assurnpuons reason:tble. nnd outputs pluusiblc ·1 he BCI':O.Irnccts th.: 

-.dcction ~tandards bccaus.: it is complete!) open and m .ailablc Ill .rll p.rnrc'> . All 

preprocessing of data including computer code, algorithms. etc. h'"" been 

prm idcd tr> bolh the Fluridu Commission stnff nnd tlu: FCC. und arc ·" .rrl.rhlc to 

;rnyonc through the BC'f'M website. Tho: modd uses public duta (Census llurcuu 
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tbtn. BLI{ wi re l'cn tcr boundary data) and all data, computations, lormulac and 

algorithm, arc 100% verili:tble. (Sinihr. Tr. 1479.) As tli scusscd. in/ro. the lli\1 

modd is nm otxn nntl vcrilinble r speciully with respect to the PNR dut!l used in 

the gcocoding;. (StJ ihr. 1 ~. 1521-23.) 

II. The IIAI nw:lcl, Sponso red by AT&Tand MCI, is I nherent!~· 
f>cfident und S ho uld No t Be Used to Determine 

the Cost of Bus k Loca l Tclccommunicntions Scr\'ict• 

1\T&T ami MCI's witness. Mr. Don Wood. contends that the IIAI modd 

5.0a (" IIAI mud,•l"l i~ "th,· most nccumte and rdiahle tne:ms" nf tk•ve l<lping c<>' t 

lltlimnaticm. ( Wootl. 1 r. 759.) He funhcr states thnt a model must clo two things: 

It "must accur..Hc l> determine customer locations'' und it must "connect those 

customers with the serving central oflice using network facilities that :1re cfti.:icnt 

.. " ( Wood. 'I r. 760·61.) As tlemonstrntcd by the evidence presented by Sprin t· 

Flnridu. the IIAI model consistently and signilicantly undcrc~t imatc~ and 

undcrbui lds the amount of cable needed to do exact!) wh:ll Mr. 1\00u stntcs it 

mu;,t. "connect" customers tn the network. (Staihr. rr. 1506.) Thus. contr.uy to 

1\-lr. Wootl's ussenion:.. the HAl model is not the most uccurute and rdiub lc costing 

mcthodolog} avai lable to the FPSC. but it is n model that is funtlomcntally and 

S)Stcm:tticall} lbwc<l biasing the result tO produce lower costs. (S tai hr. Tr. I.JlG.) 

-Iller.: is no question that "customer location" is o key driver of lhe CC\St of 

pro,•iding ho~sic local telecommunications service. Ho\\cver. it is not enough fur a 

model w "lucatc" customers. because a model must also usc th ;~l lm:mion 

int(mnution \\'hen building the network and calculating costs. If' a moue I " locates" 

cw.tontc rs hut then fails to use tha t information, there is no advantage tu lo..:ating 

<.:ustomcrs. Sprint-Florida's evidence dcmonstrntes how the IIAI Mutld' s 

preprocessing ignores actual customer locations when it constmcts a network in 



rural a~.ts. fhc n·sul• . p •. rticularl) in rurol nrca~. i' an understating \>f the cable 

requi red to s..:n.: cu~tontel ;. (Staihr, Tr. 1505-06.) 

Ctllll r:try 111 1 t ~ n~sc rtions that the Ill\ I mudd b the most uc.:urutc het:nusc it 

u'c~ gcocodcd cu~tom..:r location information, gcocodcd locations ar..: onl)' u,.:d in 

the mood', preprocc~'ing to determine \\ hich customer:. will llc ' er\t:d tugether. 

One..: that has been dctcnnined. geocoded location information IS ne,er .tgain 

u :.o:d. 1 h:u is "hy the Ill\ I model produces less plant than is actually rc<Juir.:d tu 

~enc n1stomcrs. The lli\1 Sponsors ha'e mode the unsupported c luim that the 

llC'I'M mt·thod or plncing customers in microgrid~ b:tscd on roud milcngc was 

llu\\ctl. and inferior to the usc of geocodcd dnta 1 w ,,,,d, Tr. 7<>-1 ) \\'h .ll :<.lr 

\\nod dOl.'~ nnt mention t~ 1 hat in the universal service :~rcJ:. of HonJ .•. I ) the 'ast 
m.tjori t~ o f the I lA I Iocations arc not geocodcd nod~) in cascs \\herc there '' data. 

the gcocoded locations arc ncv.:r used to construct the net\\ or!.. an)\\U) : (Staihr. 

I r 1491.) 

Sprint-Florida presented additional evidence thm thl' 111\1 model 

'} Sh:n~>ukal l > :md signilicantly underbuilds th~: distribution nct11ork. In la~ t . 

u~1 ng 111111111111m •pcmllmK tr<!L' (MST) distan.:c mca~ur~m~nt as a rca,on.lbilit} t~st 

111 rural areas o rl·londa the net11ork "built" b~ the llt\1 model is a non-lunclloning 

nctll t)rl... The ;\IS I mcasurl'S the minimum lin~:ar distance rcquircd tu connect an~ 

-.ct uf points ur cu~tlllllcr lm:ntions in the mo~t direct wny. In it' aiiJ I},i>. Sprint-

f unh<rm,•n . llu: II \I nHiol.ltl Jc:"~""' 11 ncfl.4ot'- 10 \tf\C huuw:hu"-i\ ~•th J.l phon<. rather tlu.n .1 tU;I\'-It.._ ~hh,h 
\Cfh'\ huu~m~ un1h lh •k-l •~nan;: .1 nrt~.t.ur~ "ht-ch onl} \tt\t\ hi'Usth&JlJ, "•th .. tcl~"•r.t: the II \1 "'"Jd 
h~cV'IC'' ah~ "'""""'K.' ••• w..ak "h•~h ¥~uuld c~c (tt'm Kt'll'l' all kxa.~"tt'\' A!.kh1hlfUII) llac ltl\1 nH.Jd•n.: 
'""'hn"4>JC rcwlh '" J'lol «.Uft\Uu~o.11Rii- &.~k hl ~.and homn uf "'hKh lhc'tt .ut pktll\ m I kt~W.. fh•, n 11\kJ. • 
.. ~~"',.."'.., .al,., tt;-n..'ln lhc' f ... cat.~ htotia)'t. hou,m; un1t mot) be wm«JQ'-'." huuv:I"•IJ '''.a•M It lt ... ,.u1 1 

" l~ol\.1'-'" lift .1\('f.:.i!c. llftl~ \CHnl) c'"'OJ pc1U'C'II OJ t u\olomcr 1u<.al l\l!f1\ 1n l lt•UJ.I liC' ~C"\"-~t.l 111\ II \I nh~l t.I\C't 

.1 , • .nn,;~tc ~hu;h k•"<llo tU\hW1lcn lklnC the crnw~ blod. boundM1n "tu~oh ouc \o('rnclnn('' 11\Cn, wmcttuH..-~ 
r.ulw..Jd lt.ld ., '" ~'"'IMUTK'' nt•tlnnw 111 all (St.uhr. Tr 1611 ) In facJ 1hcrc 11tc Mlmc " ''C'ccnlcr~ m I h~o~ 1tl.1 '~ h(tc 
l'4:tu Wl r'K''cnt ur1.h~~: LU\ hJmcl\ u1e wrocaded. a.nd lhcs,c 4ft' wcncr;~ll) chC' \ C'f) rur~l ~uc t.rnt('' fur "hlt.h 
Ut11\ 1:f'-ill "'-'\ ''-C' \ UP!"(1n tS m~l imptHU.nl (Woud. Tr. UJ .)O) 
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Honda u>mr;~res the length of the network the I I AI modd builds to the: length of 

th~ MST. If th~ tot.1l distance of connecting. distribu tion and dmp l.'nblc is less 

than the I\ IS I fflr the :>01nts in th:ll cluster. the HAl has underbuiltthm clu~tc:r. and 

the nemorl. in that I' ,Uster is non-functioning. (Staihr. Tr. 1~94. ) In tht• 

tl\C:f\\hdming maiorit} of cases. the IIAI model undcrbuilds the mu1n clu~t~·rs in 

rura l, low-densi ty nrcns . In the lowest density 'l.One. 1hc: IIAI mudd umkrh uilcb 

mer 90°o o l the main clusters in Sprint-Florida's ~erving territOr) . nec.tusc the: 

ll t\l modd build less than the MST \\hile the BCI'I\1 builds more. the tollo\\ing 

statement is .tppropriate: A key difference between the t\\O models t> 11111 tm:rd) 

how each model's preprocessing initially allocates customer locmions. Rather. it 

is in ho" lloscly the: model comes to using tho~c J(>c:nions when it hui lds its 

net\\orL (St:lahr. Tr. 1504.} 

It i ~ ~uggc~h:d that c\en though the HAl model underbuild; p l.mt in som~ 

duster~ it tn o.:rbuild~ pla•ll in other clusters. but through ncning the II AI mudd 

builds the ligh amou111 of plant. This suggestion i~ lull ucious for twu ren,ons. 

First. bccuu ' <' the I lA I clusters actually cross ware center boundaries . p.tn of the 

di stribution c.ablc i~ in one \\in: center \\ hilc pan of the diMril>utiun cahlt- as an 

another. In that ~'em. it i~ impossible to tell whether the modd huald ' too much 

111 u1w clu~tct :utd not ~nough in :mother. Secondly, even if through netting the 

I '-m '"'"~ II "'tciMf U«~- ., 'tu~a:c\tc~ ~ t.tw llAI muJd 'r"• ... h-' mu~lH~ ""h.:th,t .. nutdd ttmtu .. 
""lf~IC111 rl.lflt I ll ·\I moJ.cJ .alii u.Do;.kr t.utlJ~ the n«~ nd\4itf~ t'l .. ht. h I.&Q~.•n I ;'\ 'h:m~·r U«'" 
rr c.a...urn Jn.l.lll~,c kl""" ~ w-1 ol f'(llnt•. bout 11 abo allov.\ the .aJJ11~t of po'nh l'f n~ 1n tJ.,. ('ftkn' ul ''"'"""">'"' o•u0m•t pmm> llm can tC)U!I on an o•mll t.hoocr d •l.lll<c bc1" mt roonll. "'""" H~ th< \1\ I 
f'l;)th' 1 r 1.S1*'l 

I here h.n ~en 4 ~tC','.U deal of (OO(I.l\1"'1 ~U fU ~hAII) pn ur planl Ot Ublt •houhJ be uu; hH.h.•d ~hen \ llh.UI.1tm~ 
"h"'t c11hn mnd<l ~ut~h" f Llf thc IIAI MlMJ"l tn lhc tw~)odl) Ul ~;u\(• d\c b.t.\1( untl of ~all .tl>' ' '· ttu: du~tcr 

rcptwnh !.•nC" \oCt\ lllj; aru il.nd onC' dhtnl\UtWn lt.rN In the Ut 11M tmm u1tnn>liC' ' "J' •cruc~nl ,one c.un-.f 
~ .• , '"~ .uc.t th.u " """'f'.JI>Ucl.l an&o tup IU) four d•~Uibulloo arc-.u. ~11ct1mC'\ the- '"o m~h hJ\c "'llcrcnt 1\"'fm\ ll1f 
lhc uhk 1h.a11~ u~\1 •I UfiUU~ f'(.Unb an tbt nc1,.0fl. fkcon.w Uf thn. It 1\ hc\.1 h) CM\....kt .;11 rl.uu 1"111 "11h111 the 
t>.t~l" «.onrl H·tkJ ~o.hn-UU )tn...c: • II of II trU\ be U\Cd fat tbc flUIPO"C"- uf C' nc'\.ttn' '-U-'l.UmCJ'\ llt c.kh 1-t~l ..,.J ht lh< 
fl<C"'ff' ('\Uiht II ICUS..(J4.) 
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amount ,,f cal>lc footage is correct. in one :~n:.1 then: .1r.: 1\:atur.:s. ~uch as soil 
<Condition. " hich nn~ct costs one way and in unothcr orca there nrc: difl\:rc:nl 

1\::nun:s and .Iiiier• nt ~:osts. Thcn:lore. the IIi\ I modd doc• not .lt:cur:uo:l~ 

dclcnninc: the: cost 'lf providing enough c.able facihtic:~ 10 sen c: all cu,tomc:n. in all 

nfits clusters. (Stnihr. Tr. 1607-09.) 

Further evidence that the IIi\ I model is dclic:ienl 111 the amount of plant it 

builds in ruml ;1rcas was developed durin~ the week be: fore the: he~ ring "h.:n 

AT&T \\3~ ordered by this Commission to allo\\ Sprim-Fiorida. Oc:IISuuth and 

GTE Florida direct access to the PNR a.nd Associates (I'NR) data bas.:. On tho: 
ha;. ,, of this c:lc:vemh-hour review. funhcr insight wa~ uhtaincd irnu the: f1:111 s in 

the rr-m CUSIOnl~r IOC3llon m~thodology Upon ldlldt tlw II AI'~ lltuuding .. r 
distribution pl.nll is b:ISCd. (Stuihr. Tr. 1507-08.) llaso:d on thc:rr rc:1i,•" of th,· 

Horida-specrlic l'NR information. Sprint-Florida .md lkiiSouth prc:,.:nt,·l.l 
.:vidcn_c: \\hich shows the following: 

;.. Exnmin:1tion of J>NR polygon cluster• anl.l their ~:orn:sponding HAl 
reclanglcs ~onfirms 1he disparily be1wccn the ;.hap.: .mdlor oricr11a1ion nf lh•· 

und~rl~ ing PNR polygon clus1crs and 1hc so-called '\:qui' alt:m" II AI rc:clangles. 

n1e PNR polygon clus1er is 1ran~formcd inlo a rcdanglt: thai rna~ ha1..: liul.· 

resemblnnc:.: to 1he underlying I'NR polygon cluster. I his fncl i~ clcarl~ ilhr~lnrlctl 

in the altached Exhibil No. 59. For I his ponion of !Ia: lle1 erry ll ilb 1\ ire .:cmer. 

the n:clanglc: \\hrch aciUall> enters lhc HAl model a\ a du~lcr contarn~ none ofth.: 

nciUal cu~1omcr loc<ttions that supposed!} mak~ up this cluster. l·urthennorc:. 1) 

1hc acwal dispersion of cus1omers is no1 rencclc:d h~ thl' rcc1anglt:. :n I hi' 'hnpc ut' 

tho: polygon is not rcncclcd by I he rcc1anglc, and 31 the amount of c<1hk needed II> 

connect 1hc: turthcnno~l cuMomcrs 10 c:a.:h u1hcr wuld nol even Iii 1111hrn 1h.: 

rcuanglc. 1\. ln~l rmponaml y. this Exhibit :-!o 5C) '""" s I hat thcr.: ;1re. 111 f.Jcl. 11<> 
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.:uMomcr~ l01.1t••d in th~ \ cf) area where the IIi\ I mudd" ill place the cu~tomcrs: 

111 the ccmcr uf t~c rccllmgl..:. (Staihr, Tr. I 5:!0.) 

,. l.kcau~c tnc I It\ ' rectangle i.; used us the b~is lor modeling di~tribution 

plant, distortions bct\\ecrt the shape and oricnlallon tJf th.: PNR pol) gon du~ter 

.md th.: lit\! rectangle c:m result in understating the di~opcrsion of cu,ttllller'> 111 the 

!t><:.ttltm' ukntitied h) I 11\1 ,j~ the PNR polygon c!uslt.:~. I hi~ c;m, 111 tum. rc,u!t 

in a ~ub~tantiJI undac~timatr b) Lhe HAl modd t f the distribution plant rcqutr.:d 

lO ~crvc the custom.:~ us located by PNR. Given thai Hi\! construct~ rec tangle~ 

upon which dbtribution plnnt is hlOdeled thut have un orca equal to the :trea of the 

underlying PNR pn!) gnn cluster, there arc clearl) urea~ "here it uppcar~ tim 

dtstributio•• plant b 0\erbui!t. Since distribution plant is not fungthk. 

mcrhui!dmg m ~ome areas does not compensate in an~ \\3~ tor imulcqu:ne 

th,mbution pl.un in other areas. Appropriate t.trg.:ting tlf Ulll\'e•~al ~e" icc 

lundmg ncccs<itntcs prupcrly identifying high-cost arc:b in need ul 'uppt>n. 

t.kstgning a network that c:Jn serve cuch high-cost arc.• '' ithou t uH·rhui ldiug or 

uudcrbutldmg. I ~taihr, I r. I 508: I 5 I 0.) 

r I'"' P:--:R clu~tcring :~lgorithrn ignore~ both gcogr..phtc barner~ ~uch as 

large hodie~ of ,,,Iter 1r1 constructing du~tt:~ o f cu~tomc~ and mmldlll!;! the 

t:t>rr•·.,punding distrihuuon plam to sci"'C those CU\Iomcrs. (Stailu. I r I ~01\ . ) 

-, Some of tlw l'NR dusters ovcrlnp, suggesting the pt>t~nu •• r to "' .:rlmild 

distribution plant in ~omt: arcus, despi te undc~lating the di:.pcr:.ion of n"tumt·r.. 

•n lither .m:as. and underbutlding in other area~. (~l.tihr, I r. I 501!.) 

r Sumc of the du~tcrs extend lx:yond the borde~ of the "trc center. I his 

phenomenon occur~ lx:l.!U~c the PNR clustering algorithm fom~> a nun'' hull 

.tbmn the ongm:tl clu~tcr points. (Staihr, Tr. I 501:1.) 

r A compumon of the HAl distribution cubic und drop length:. to the 

dt~tnbution ~able and drop distance requ trcd to serve the customers i11 the 



locations idcntif,~d b.• PNR, taking into account road constraints. indicates thnl 

Llu: II AI mudcl gro .s ly unncrbui lds distributior1 plant. ·n,~ ~xtcnt to which II AU 

distrihution and drop c1bic distance falls shon in thi s analysi~ is much grcato:r than 

that rcllcctcd by the MS'I ;:malysis which simpl~ c.,nn~cts ,·ustomo:rs as the cruw 

ll ics. (Swihr. Tr. 1508.) 

;. l'hc limitations of address gcocoding are i !lustra ted b~ depicting the 

s ubstan tial dispari ty between the address gcocoded locations identified by PNR 

:1nd the actual customer locations obtaincd via satdlitc Imagery for the 

Yankc..:iO\\ n win: center. (Staihr, Tr. 1509.) 

It t addition to the failure of the Hi\ I model to locatc customers in the rurJI 

ilr,·a~ and the t:1ilure of the model tO construct sufficient plnnt to serve l'Ustorn~rs 

in th~ rural areas, the HA I model also has several design ~honc •. mings "hich 

exacerbate how the HAl model disnd,·antages rural customcrs. Fur example, th..: 

IIAI mode l designs a network based on n mnximum copper loop lcngth of I!I,OOCJ 

lcct. This design is not forward-looking. is not consistent with standard 

~·nginecring practice ( 12,000 feet), and will deny custom~rs "ith copper loops nf 

that length with ucccss to advanced scrv iccs. (La~mmli. 'I r. 2420.) Forward­

Joot..ing design standards C3ll for the usc of fiber fi:.;d,·r for loop lcngths in exce:>l> 

o t 12.000 feet. Copper loop lengths in excess of 12 .. 000 feet require the us<' of 

load coib which interfere with the provision of most advanced servin·s. 

{~cmmli, Tr. 2421.) Obviously. then, the onl y puss ibk· ha~i~ for this model 

tks ign assum ption i~ thm it serves to anilici~lly reduce the network .:osl produc.:d 

b~ the HAl model and thereby to reduce the arnnunt uf universal sen icc ~uppurt. 

I Lacrnrnli , Tr. 2425.) 

Fur1l1cr. the IIAf model designs u n~twork llhid1 ' en.:s customer~ in 

remote areas with copp~r Tl carrier instead of fiber optic cable und DLt's. I he 

u~c of copper Tl carrier is not a forwurd-luoking n~111 0rk des ign prncti.:~. ''hik· 
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u~~ of fib~r lll tic cable tu1d DLCs is. The total band11 1dth which mm t bo.: shared to 

~-=n c all :!-I cu~•mncr< that can be served owr a T I carrier is un l ~ 1.5-l-l mb/s. 

r.llher than the em ire I .5~4 mb/s which ea£'h cu~tomcr ma~ 1'\!• ei1c from u 

11\!tllorl.. U\111!! tiller urtic:, and DLC~. (Laemmh. I r :!·15).) I h e tf .:upper I I 

carri.:r in tlw IIA I model means th.1t rural customer~ 11 ill not be .• non.kd the sam,· 

•1ua l i t ~ 111 '"''icc and access 111 mlv11nccd scrvkc~ '" i ~ afli1nlcd 111 urhan and 

'uhurban customers. This HAl model dcsi~.tn. then. b nut o:ml~l<.tclll '' ith the 

r,•quircmcnh ufthe '96 Act. (Lacmmli, Tr. 2-153.) 

In 'i\:11 of the extcnsi1 c record in thi s pro.:ceding "lm:h den '"'~tratcs the 

many mmlding nnd prcproccs~ing shortcoming~ uml i11aco.:urJ.:ic:. 111' tlli: IIAI 

model. th;ll m<>dd ~hould not be used as the cost prOX) model for Ul" cm1ining the 

o:o~t ol pro1 1d mg. basic lo.:al tckcommunication~ scr\lcc. l 'sing .1 nodd "hich 

f;uls to build .a realistic. functioning nctworl... espc~mtl) m thn>c rural lll\\·dcnsit) 

area:. ~en <'d h) St~rint-Fiorida, will JCOpardiz.c the nbility of tlm~c •;u,tomc~ in 

rural high·t:\1\t areas from receiving the proper lc~el of universal ~c1 vice ;,upport. 

hlrlhcnnorc. "ithout the availability of a sufficient amount ul unh .:rs;1l ;,.:n icc 

>upport. nc" clllr;mts "ill not ~cd.to scn·c such customcrs.thcrd•~ .:en)ing rur.~l 

customer> the full benefits of compctillon. 

For purposes or dctcrminin ~: the CU> t o r hu~ic locu: 
t('lccummunil'ations service up proprhlle ror l'> l a bli~hinl! a 
permanent universal sen •icc medwni!> m, ~ ho ult.l the tot:>l 
ro n,ard-louking cos t of ba.sic local telecommunir:liiOll' )cn·in· 
pur>unnt to cc tion 364.02S(4)(b), Florida Stututl'>. bl· 
dl"lcrmined by 11 cos t proxy model on u bas is ~muller thun u 11in• 
center '? If so. on whut bns is s hould it he dctcrmincd'! 

l'n<jtiun; 'In order to :lssurc thm support lor high-co>t arc.J> h. .ldcljUai.:l~ 

t.trgctcd, the cll\t of ba:.1c local tdccommun1callon ~ >en 1Cc >huuld h, dct<."muncd 
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unth.: basis of the c.:nsu< bloc!.. group (COG). Howcvo.:r. thcr,· may b.: opcmtional 

;md administrative rens,,ns no usc the wi re center at this. time. • 

• • • • 
Tbc appropri:a•.e geogmpbic unil for the calcul:llion o f 

universal scn·icc costs is tbe Census Block Group. 

t\ s a gcn~ml principle, the geographic unit used for univcrs:tl ~crdcc (:~ml 

unbundled network clements) should he one in which the costs of s.:rvil:c within 

lhm g.:ogmphic an~a arc rdativcly homogeneous. Uasing univ..:rsal scrvic1: 

funding em the nv<:ragc costs in u geographic area that .:n.:ompass.:s !'~nth ' 't:ry lo" 

c:ost and very high cost areas is undesirable for scvcml rl!asons. First. high cust 

;m:as \\ ith exactly the same level of costs would not n.:~c.saril) n:cd\c the ~amc 

h:vd of universal service support, since that support would be calculated based ~lll 

lhc :1\l:r::tgc costs of some broader gcogmphic area of \\hach thc high cost an~a i" 

~m l y a part. That is, the support received by any part iculnr high cu>l :-rca would l>t• 

primari ly ~ function of the cost chnmcteristics of thost· other areas included in tlw 

~am~: gcogmphic area used for the determination of univcrs:al ~cn·ice support. lu 

tact , n truly high cost area might receive no universal ~crviCl~ suppon if the 

geographic area. as defined for universa l service purposes. in which it h:~ppcn$ tu 

he luc:ah:d is comprised of low cost as well as high co>t an:as such that the ttvcragc 

..:ost within that arc~ is below the level needed to qunlif:. fM universa l service 

~upporl. (Sichtcr, Tr. :!OS 1.) 

Second, basing both universa l service >Uppon and unbundled n..:twork 

dement prict:s on highly averaged costs distorts the cumpctittw m:trf..ctplac;: 

New cntr) would be detcnred in low cost area> to the .:xt.:nt that the m•cragcd 

unbundled network prices greatly exceeded thc actual costs of providing thC" 

fncilitics in those areas. Conversely, awraging can produce ut1ifictal arbtlrag.: 

opportunities. For insl:tncc. a facility-based entrant could choose to construct 
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1 tciltllc5 10 nnl~ llmcr coM :trcas-and rcco:ivc uni\cr~~•l sci"\ icc suppon lor Jmng 

sn- and. to meet its eligible telecommunications o:arricr oblig!lliun. ~e1 \ ' l' high 

coM custmncr~ throt•gh 1 csn !c . (Sichtcr, Tr. 208 !-l!:!.) 

Sprint's cost tudy lilcu in this proceeding calculutcs coMs at the "ir,• ccnl<'r 

lo:H·I llo\\C\ cr. in o.do:r tl analyze the appropriateness of using wire center le,el 

Ctl~ts. Sprint has also IO<•lccd at CO~ts disaggrcg:llcd to the c.m~u~ nlud. Gmur 

({'llCI) lc\d lltc wire center maps. included a; pan o f ~Jr. Stcluer\ te>lllll\111~ in 

I· 'hibit No. 71. provtde CBG level cost cstimutcs. b!bO:d on the II{' I' I\ I cnsb 

"uhmiucd by Sprint in this proceeding, for euch Cl3 j in thnt wire center. What the 

uuta dcmonstrutcs is that even within n wire center. there can be signi licunt cost 

\ ;tri,tnccs. For cX3ntj)lc. I he :IVernge tosl in the I allahasscc wire center i~ S:!R.-15. 
hut co>b in spcci fie C'BG:. "ithin that "trc center r.tngo: from a lo\\ of S 17.99 

• 3 7•·. belo" tbc 3' crJg.c) ton high of $144 (over !i\ c ti mcs the ,1\ er;Jgc). 'Su:htcr. 

I r. 201!2.) 

llo,,c,·er. Sprinl docs not. :n thi s time .. tdvoc;llc that univcrsal ;crvicc be 

ba>cd on CBGs BJ>ing uni\crsal service! suppnn on CBGs or similur lc\cb of 

gcugraphic db:tggrcgntion would pose formidable. although not in>upcrabl~ . 

.ldmini>trati' c i:.suc>. Sprint recommends. therefore, that Unt\ cr,.1l ''-'r' icc 

l>Uppon inittall~ be bas~d on wire center averngc coMs. llo"c' cr. ~pnnt C<(U:tll) 

hclicvcs that the Cununi>>ion should recvnlumc th<' l\·,•.:1 01 dbaggrcg;ltinn in two 

w three ~caro. to dctcmtint.:: \\hcther market circumstances \\Urntnl or nctc\\itut<' 

h,"ing uni\l:r,:tl scrvkc \Upport on a more disaggn .. •g:Hl'd bas1s. (~1d11cr. I r. 

:uli~·IU . I 
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~-~uc -1 : Fo r purpOSl'~ of determining the cost of hnsic locnl 
tl'lcl·urnmunicnt ions scn•icc nppropriutc fur cs luhli~ hirrJ! n 
IH' rrttnnl'n t urr ivcrsnl scn •icc nrcchunis m, for cnc lr o f the folluwinl! 
crllcgorit$ ''hut input ' 'nlues to the cos t pro:~.y model idl·n tified in 
b~uc 2 nrc npprop rin tc for each Florida L EC? (u) Deprecia tion 
rn tes; \b) Co• I of mo ney; (c) Tax rutcs; (d) Support in)! ~tru c tu rc~: 
(c) Struell: rc s horing factors; (f) Fill fuetors; (g) M nnholcs; (hi 
F iber tnblc costs ; ( I) Copper cable costs; (j) Drurrs; (k) etwork 
interface devises; (I) Outside p lant mix: (nr) Dig ital luu p cu t rier 
cos ts ; (n) T crminnl costs; (o) S" itching costs nnd :1\~ocinted 
variables; (p) T rnffic d ntn: (q) • iJ!nnlinJ! sys tem co~b : (r) 
Trnn~port system costs and associu tcd ''u rinhlc~: (~) E'pcnsc~: 
11 ntl (I) Other input~. 

Position : • l'hc npproprintc input values for ~nch of the nforestlll..:d categories 

nrc set for1h rn l: xhibit K WD-1 sponsored by Kent W. Dickerson. • 

• • • • 
I. The Inputs l'roposcd by Sprin t Arc " llcul Worltl" 

nnd lrould be Adoptee!. 

As o:qu.rll) irnportalll o~ the cost proxy mmkl to oc ~ck~tcll O) the 

Commission hi estimate the loo:ation and cost to sene customer> arc the inpur.:> 

that dm c th.: cost of pro,iding so:n·ice. Sprint-Fiurida has prcJ.cntcd cxpcr1 

tcMirnon) on the appro;:rriatc inputs. The signilicunt ones arc olldrcsscd helm'. 

I he input> prnposcd by Sprint should be utilized in lieu of surrogate or del:rult 

data that bc.rr lruh: rclntiunship to Sprint's conditions in Florida. >tatisticall~ or 

nthen' i~e .• rntl appear to bc de~igncd to generate just a lu" output r .uhcr th.rn the 

realistic Jca,t w,t, fon,•urd-luuking cost of providing basic lncal sen icc. Sprilll· 

I lorida'• inputs compor1 with the federal re<1uircrncnts (FCC's May:!(, I')<J7 Order 

mr l'ni,cr,al Sen icc) und the requirements or the Florida l...:gislaturc in 

1()4.0~5(4Ko).llorida Sunutcs. 
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Sprint's .:ost slUrly inputs were developed to produce an 3pprais:tl of tho.: 

probable future costs of orov tding basic local telecommunication> service~ in tho.: 

indi' idual rlorida s~ograp'lk areas currently scr,cd b~ Sprint. Since the primary 

purpose nf the co>t moJd i~ to identify the cost ot providing ba~ic locul -.en icc to 

;J ~pccitic ~,·o~ro~phic arc:~. co~t inputs were dc\'doped from Spruu·, ''per:tti••n.tl 

~xpcricn~,· in Fluridu wltercvcr possib le. When thi:. "wmpany ~pc..:i tic" 

intimnauon 11 as not available. industry average co!lt in tilrmation d~\ cl"jlcd h~ the 

BCPl\1 spon;ors \\';IS used. TI1is industry average .nformation. "tklauh" input~. 

\\JS used only if bclie,cd to be consistent with Sprint'> experience m pro\ iding. 

localtekphonc ~crvice in Florida. (Dickerson. Tr. 230 1-02.) 

In unkr to h.: tomard-looking. Lh.: inputs rcllect the co;t~ th.u .m cflicient 

pro\ ida ol telecommunication• service would most lilcl~ cxpcrictWI.' in prm tding. 

ha;.ic loco~ I ;,l.'n ices m Florida. In order to meet tlus "llond.t-,pccilicM 

tcquiremcnt. Ill :til) of the factors that determine the COl-I of providin~ b.lstc s~rvicc 

>~n: specilic to custonwr location or service ar~a • nd the compnn) prU\ iding tho.: 

~crvicc. ( Dicl.crson, r r. :!30:!.) 

I he B(.'l'l\1 estimates cost 111 a two stage process: 1 he model detl.'nnitws the 

.:o~t of nmllrucllllJ.; th~ t~lcphonc net\\Orl.. and then Jctcrmtnc' th•· co't of 

"!"'""''"~ it. In l'Onstructing the network. the model l:lkes inw .u.:.:uunt nutura l 

char:tcteri•tic~ 1>1 the arc.1 served such as topography. gcolog~ ;uHI ~··ngr:tph) . 

Wh.:n the mt'Kld places buried telephone cable. it considers the ~pcct lic -.nil I) fl<! 

&hat i;, cnrnunter~d When the model places acrtJI l.lbk. rt con;,ttlcr' the tcrr:tlll 

:md slope ot the area that is covered. It takes into uccount tht• di~pcr"><<lll ol actual 

'"'"tomcr location~ and the amount of land area that must be Ctl\'ered in order to 

reach all ..:u ~.tomcrs in the market. These arc oil gcographi..: l'u(tur• that o~ro.: 

crh' i<lll\l~ lt~eauon-specilic In :~dditton, the BCJ>!\1 can abo accmnmotlato.: 

l:umpan~ 'JlCc rlic.: mputs \..,hich rcncct location·~pccilic: fuctor~ tlmt can ufli:ct 
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plant cosb ·.g. loc:tl toning codes impacting conMructton techniques or usc of 

.t..:ri:ll plant. tDick.-r~on, h. 2302-03.) 

Opt:mting <.'X pen: c data that nrc: directly related tu plant invc>tmcnt might 

t.:crtainly \llry frot'l lot.uion to location because thc>C cxpcn>c~ arc ul\cn 

nl.lintcnancc-relutcd. fhcre rna) be locution-spcci!ic t'dctOr> th.tl atrc..:t 

tn.nnt<·nam:,· Cll'h thftcr,·rul~ in Florida th3n. s:1~ , in Vcnnunt l ur <'\,llnplc. 

.t\cmgc numtcn:mcc 1."\pcns.:s ftlr aerial plant might he ~•g.ni !i.:antl} gr.:.tlcr 111 a 

hurricanc-pron..: >Wic such as Florida, than tlwy \\vuld be in a state not l.mm n lor 

it> tropical stonm such ns Vermont. Regional wngc diffi:rcnces can abt• cr.:utc 

!>ignilic:mt dill'crcnccs in operating costs among stntcs. (Dickerson. Tr. :!103.) 

II0\\1:\cr. because the prim::~ry purpose of the modd b to de\elop dl.'ah'f"J!,:t:d CO>t 

o:'lllltalc> h} g..:ugmphic area. the model should not rrtlecl :t stand:rrd w. nf input> 

lur ;til Florida companies using 13CPM 3.1. If a stand:ud set nt' mpttl> "ere 

'ndudcd tor a ll cornp:mi<'\, the model's pn:cision in tlc.:vclttping Cth l h~ location 

\\utdtl be dirni . .ishcd. (Dickerson. Tr. 2303.) 

Th..: approach U>cd in dc,eloping Sprint-Fiundu's propos..:d co~l 1npu1~ 

pru' ido:s the be~l datu for estimating the forward luol.in,; Cll51 of h,&\lt local 

'..:f\ tee "ithin ~pnnt - Horida's scf\·ing ar.-a. Sprint-Florida's inpuh rctlcct the 

1 cJIIlic~ of pro' itltn~ ,._.f\ icc within Sprint-1-1\lrtda'~ ''P•.nting tcrritnr) lor thc-

1\,llnwing rcason': 

a.) Spri nt'~ inputs rcllect the contructor pric..:> current I~ in ct It:~: I tur 11J9!:( 

lur wnstructing plant "ithin Sprint's Florid~ ~cf\ ing ar.-a: 

b.l Sprint'~ tnput> reflect the nctuul construction techniquc' lpl1m. trcnch 

.111d baci.Jill. cut and restor..: asphnh, bore cable etc) uttlizcd in plitcing plant 111 

~print - I lorida'~ scf\'1111! area for the very recent pcrltld uf 1997. I he ~.nn.: tcrr;tin. 

lu~.11 buildtng cndc~. nnd Infrastructure is~ucs (density) .:ncountcrcd 111 placmg. 



ahesc rccenal~ insaallcd factliaics in Sprint • Florida's sen ing .1rca c:m rc~~llltahl) 

he cxpcclcc.llo conli11 uc ini•J 1hc.: fulurc; and 

c. ) Sprint'~ rcc,nl experience wiah ucaual purchases and instnlbaions of 

ao:lcphonc plam cquir'11cnl provides 1he besl informolion f<Jr prcdicling 1he 

fon' nrd IMking insaallcd Cl>:.ts '' iahin Sprint • Florida's serv ing area. These inputs 

:lfL' based on current wndor pric.:s for material anc.l L'quipnll:nt purcha:.e~ :mc.l 

,·urrenl Sprinl · Florida sped tic colllract and company labor CIJsts fm cngincerinl:! 

tlnd ins1allmim1. (Dickerson. Tr. 2305.) 

Clc.:arly ahc rccena facaual and objecaivc datu provides the best basis lor 

prcJ icting 1hc fonvard-looking cost o f constructing lclephone plnnt in the v~:ry 

same :m:a from which the data was drown (i.e., Sprinl • Florida's :scn •ing area). 

!Dickerson. Tr. 2305-06.) 

A. Sprint's d~prccin tion inputs a rc forward-lookinl! 
und should be a ccepted. 

Sprim h~s uti lized lo rward looking cconon1ic depredation liws consistent 

"ith I he concept of building n network compos~d of fon\ard looking lcush:ost 

tcdmolo!,!il·s. The dcprecintion lives for the crit ica l network components of Digital 

Swiaching. Digital c;rcui t Equipm~nt and all Cable & \\' ire Facili ties nrc huscd on 

a study by 1 cchnology Fulurcs. Inc. (Tfl ). The TFI deprec iati on i11pUIS meet the 

Florida and t'~:<l<:ral requirements of being consistent with u network composed of 

l(lf\\'ard-looking lcust cost acchnologies. (Dickerson. Tr. 2306.) Sprin t's 

depreciation rates were also re viewed by Jerome Wcinen who has provided <:xpcn 

aestimony un lhc subject of dcprcciaaion. As indic:ucd b) Mr. Dickerson. Mr 

Weinert's tcsLimony filed earlier this year in Ncvoda cxpn:s~ly suppon~ ah ... I'FI 

rate~ utili/cd by Sprint. (Exh. 82., p. 50; Exh. 82 (L.F. D<'P· bh. 4.)) 



R Sprint's cost of capilul inputs n rc thcorctic:nlly 
sound a nd should be accepted. 

In this pro~cedin~. t h~ Commission hns the task of determining u litrwarc!­

looking cost of captt·• l. mcluding l"qUity and debt. Mr. Dicl.crson has utilized an 

,,, crilll w st l) f capitul ol 11.25%. (Dickerson. Tr. 2306.) Thi~ ligurc has hccn 

endorsed by the FCC for the Federal Univ.:rsnl Service purposes. On thi!. basis 

.tlonc, the Commission has the discretion to utilize 11 .25% in this proco:eding. 

Mon: importantly. Professor Randall Billingsley provid~s l'xpcrt testimony 

supp011ingthc usc of an 11.25% capital cost. Dr. Billingsley uses three diiT~rcnt 

approaches in determining the forward-looking cost of capital for Sprint: The 

re~ults of the rliscoumeu ca.~h now (DCF), capital asset pricing nlQdd (CAPM) 

ami rbl. premiun1 :mJiyscs all confirm o return on c4uity (ROE) in the r:ut~l· ul' 

14.3% to 14.5% for Sprint. (13illingslcy, Tr.398). Prol-.,ssor l3illing~ lc~ 's anal} sis 

b prc~cnted consistent with well-accepted regulatory and economic standards in 

wst of capital nnnlysb. 

For the DC!· uppronch. Dr. Billingsley applied the model ton group of linns 

comparable in risl. to Sprint· Fioriua. This process yielded a market de1.:nnin.:-d 

coM of equity cupital for Sprint ranging from 14.43% to 14.53%. The CAPI\1 wos 

••pplicd to the publici} traded firms compamblc in risk to the Sprint. This 

gencrnted a co~t of equity of between 14.30% anu 14.50%. F i11 all~ the risk 

premium am•lysis demonstrated that the expected return on the u\.:-r.tll equity 

rnarl-ct ns rncnsurcu by the S&P 500 is between 13.79% und 14.il6%. l:ach of the 

ligures is bJsed on the most recent information submiucd in Dr. Bi l ling~lcy' ~ 

rehullalte~timnny. (Billingsley, Tr. 368; 398.) 
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lit~ I{Hward-lonking ~ost of debt presented b) Dr. Oillingsk) b 7.0::!%. 

This input b derived usin.; curr~nt forwnrd-looking market dau1. This cstitnat..: 

wa~ jlrl•Jm:cll b) nddinJt tile current yield to maturity on 30-ycnr lJ .S. Treasury 

bonds to the average din~rencc between the yields on Tn.•asur) bonds and the 

yields '"' h..:nchrnnrk but·ds issued by firms with similar risk churactcristics to 

Sprint. 1:xcluding the (m:ucrial) cficct or flotation costs, the estimated lon, ,mt­

looking cost of debt fi)r Sprint is 7.00%. (Billingsley, Tr. 387-8.) 

Finall~ . Dr. Billingsley pro,·idcs a very sound test of the rcusonahlc11es~ of 

till· 11 .::!5% I CC-approvcd capital cost, based on thr..:e diO'cn:nt capitol structun:s. 

If th~ FC(' cost of 11.25% is applied to the Sprint Florida capital structure "ith 

1hc ~mbcddcd. and then fonvard-looking, debt cos1s. the implied cost of cqui1y for 

Sprim "ould be 13.99% and 14.12%, respcclivcly. Euch, of course. is lower thun 

I he ind~pcndcntl y determined cos1 of equity of 14.3% - 14.53%. (O.illingsk>. Tr . 

.399.) Finall>, if the more appropriate fonvnrd looking capital structure is used 

with the fonvard-looking equity and debt cost. 1hc rcsuhing cost or capi tal would 

he 13. 10% -13.::!9% for Sprint. (Billingsler. Tr. 399.) This contirms lh<' 

appropriat~ness of the FCC's 11 .25% cost of capiwl. 

C. :Sprin r's Suppclrl i n ~: Structures inputs should be ucccplcd . 

Sprint has im.:rprctcd bsuc 4d, "supponing struciUres," to refer 10 those 

inputs assodotcd with the installation cos1s for placing conduit. tlw cost of 

cr~:ning trenches for buried cable. and the installation cost tor poles. 1 Dickerson. 

'I r. :!306.) 

t\s not.:d hy Sprint witness Lncmmli, the inslallation of struc1u1c~ co~t s 

(including sharing U!>-dbcusscd below) arc one of the largest cosls of building the 

network. (L:1emmli. Tr. 2426.) It is vi tal that the Commission sch:cl the corro:ct 

i.:puts, based on achic,·abk costs. HAl's fantasy costs levels. achicvohlc only on 
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p.IIX"r. 'annu• nro' ide il sust:tinable n:alistic lc'd uf uni' cn.al s.:n kc ~uppor t that 

"illl':lcil it:.lC tna • compcti ti un. 

The BCI'M anputs lor these structure functions w.:rc based on the spcci li c 

conditions encountered in the Sprint-Florida's sen•icc area. Costs for buri~J and 

underground structures were developed based on the contractor prices curn:ntly in 

d lo:ct fur 199!1 within Sprint's Florida sen ing :m::t. 1111: construction acti\ 11~ 

percentages. also contained in the structure tables. \\Crl' ba~cd upon an ~nul) ~i~ uf 

the total 1997 actual contractor jobs for construction ur li:cda and di ~tr ihutinn 

rllllle~ within Sprin t' s Florida scn•ing area. The usc ofcurrcm 191J7nnd 1')1JX 

data. barring any known reason to change. is clearly the best pn:dictor of the 

future construction cos!\ in the very same geographic market fro .. t "hich the data 

"·"gathered. (Dickerson. Tr. 2307.) 

D. Sprin t 's truc tur<' ShnrlnJ! l'l· n:l'tllaJ!cS nr" 
the only rculistir input> prc-~~.:ll t l·J. 

Signilicnnt testimony was generated on the stn1cture sharing bl>Ue. Sprint 

:-.uhmittcd the testimony of both Kent Dicl..crson :and C:arl La~mmli on thb issue. 

1\lr. Oid .crson. a CPI\, ha;. mon: than se\Cntcen )ca,-, experience in accounting. 

.md costing. and 1\lr. Lacrnmli has mcnt)-t\\0 )car, 1."\pericncc in ~ngm.:.:ring. 

\\ llhin Sprint (including Sprint Corporation's CLI:C operations). I ogcther. th<·~..­

'' itnr:sscs present evidence thnt the structur.: ~har i11g inpub :ar~ h:a~.:d 011 

reasonnbl..-. practicul. re.al- li fe sharing opportuniu.:s. 

l'hc inputs submi tted by Mr. Dickerson arc the onl} inputs that arc ba,cd on 

Lhe>l." real-world opp<lrtunit ies for sharing. F.xhabn 81 contain' th.: r.:al '">rid 

,.,tructur.: sharing factor inputs. For cxampl.:. the percent ass1gncd 10 telephone ,._ 

"ct at 30 percent for aerial feeder to reflect ex bung and C\pectcd pole ;,hurintt and 

IK>Ic auachment agreements. (Dickerson, Tr. 2307) For huricd and underground 

(condui t and manhole) Ieeder struciUres is ~ct nt 95 pcrcem lor mu't grids to 
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ro:llcct the f:tt:lthat sharing with other entities, such a~ p1mcr companit:~ ;md cable 

complnics. b limited. (Dickerson. Tr. 2307.\ In contr.t~t. hccaust: the m~t \ari,·~ 

1,•" .tmi th.:r<' .trc ~i;nilicant muint.:nanc.: saving~. Spnnt limb bur~ mg rabl.: to be 

the ta r mor( c<:orn mic:ll altematiH~. (Dickerson. Tr. 2327 ) 

For bur .ed racilitit:s, Sprilll is further constraincll 111 >tructur..- >harin~ "ith 

cl.:ctric power fitcilitics by safety concerns and clcc tnc utilities' understandable 

lad. of inccnl l\c to ::~llo'' rnndom lny in light ol' salcty and liabilit) conc.:ms. 

U.:caust: random Ia~ ing of cables is not allo,,cd b) an~ dcctnc cump.mi.:~ 111 

l· lorid.t. the opportunities for sharing are not :1\ailablt: in Honda to Spnnt(or an~ 

other potential CLEC). (Lncmmli, Tr. 2436-38.} In ~tun, the>.: input~ ure ha~cu 1lll 

the \\ork C()()rdination. safety. and available space consid.:r.ttions \\hid' m:tkc 

signili.:ant ~huring of buried and underground construction costs unlil..cl~ 

E. T he Sp rint Fill Fnc lors a re the o nly rc:t l·" orld inp ut, . 

Sprim' ~ CO>! study calculmes cable fill factor inputs scparntdy lor r.·.:u.:r 

and di>~ributiun cnbles. Feeder ruutes. ns the nome implic:>. Iced ~c:' c:r:1l 

di.tribution routc:s. Fccuer routes normally arc construct.:d so that capacit) can I'<: 

Jdd.:d at a rdatl\<:l~ lo\\cr coM at some future date. ~print calculated actual 

l.:cdcr I ill ba,cd upon working pairs (cable pai~ in M!f\ icc) di\ ided h) ttl! a I pair!> 

a' ailabt.· :" tmLk~d in the Customer Loop 1\ssignm.:nt Syst.:m, Sprint\ intcrnnl 

\)~tcm for maintaining cable pnir inventory . Titb duta renec:ts a real \\ Orld 

b:t lancc bct\\l"c:n in\'entory carrying costs (non-\\orl.ing .:.tl'ok p.n~J .tg.tin\ t tlw 

~ost of con!>truction for adding ndditionnl cable patr' at .t l.ncr d;uc. I heM! s:unl! 

economic~ urc expected to continue into the future, thus thc>c c.thlc till input 

• In \Um. "'t"'ftn1 \ "'"'""'utt tlutan~ mrut• t'ttlt tt thcv rai!JK'\ Noubl) l l rA \o\III'K'' \\ illl . .ml l~n .•. IC\II(aaJ 
tP;,at rl I' J.tUbffuf- thAI the ~hotlC" .tt.ltut& prrtenJ.a&n Ufftttd Uf! h) lhc llt\1 ~Ut'lfh!thT' ""Ill ffiil1Cli;Jhl\7 
&.tnm~utcl\ '"~'en '" lhe nat futwtt .. tu..n... 1r JO) Tbu oral\ tonlirm' 1N.1 ahe ' f'fml ~nruh ,.,c ~h.unJcJ m 
rt • .Jiil} .1nJ fCilc'-1 ~IU .. II'J"C'nllttJ CondiUOM 

28 



factors \\t:rc u~o.:d to ue\'clop the Florida specific co~t re~uhs. (Did.,·r.on. Tr. 

230li.l 

Diwihution cahk contrasts with feeder cable in that it serve~ indi' 1dual 

eu>tomer lt>cation>. f!,c Company must anticipate indi,idual customer's hne 

dcrnanu in c:tr<kr 10 prO\ ide scrv1cc when rc<juestcd ond tu a' oid costly 

\'llll~truc tiun t\> udd cubic pai~ ut :1 Iuter datc. The diMribut ion cuhle si:~ing li.ctor 

tnput of 100°" worh in cunccrt with the related ruodd input assumpt iunt>t' t\\O 

p.sir:; per htHI\ehold to achit:\'C a reasonable O\ crJII dl\trthutiun c.1hk· till. 

(iencr:JII~ thc"e model inputs result in distribution cable lills nmging from 

upproxim:ttd} -10% 10 50%. (Dickerson. Tr. 2308-09.) 

Sprint'!> fil l factor inputs lor distribution cable nrc dri,·o.:n h~ ct•stomer 

demand for -..ccond lines anti the least cost. sound cnginccring pr.tctic.:s of 

lll>talling the nght stzc cable to rcllcct the demand of !loth tirst and ":cond line~. 

llu: e\pcrienccd d.:mand from second line) has been betwe,•n 15-:!0~ •. 

(Dickerson. I r. ::!133.) 
i\t hc.sr ing, Mr. Dickerson adjusted the pre-tiled I ill tltctor> tor copper 

!'ceder cahk b) l(l"o to rec<\gni/c that :wail3blc cable ~iNs nllcct the re~uhing fill 

IJllors. (Dtd.crsun. Tr. :!298.) Sprint's fill factor~ arc the rc~ull "' the onl} 

prudcm method of provisioning the networl.. in the rrcscm and future. 'l11c 

.thcmatil<' tu ~aking ad,ant:lgc of the open trench nt the time ufnc11 dcl·clupmcnt 

••mstructiun ••nu placing suOicicnt cnblc pair at thnt ume. 1s to imtiall} build tor 

on I~ singk lit.~s and then go b:1cl.. and disrupt ) ard~. sid~l\alks nnd ,trcch to Jdd 

auditional line;,. i\s noted by Mr. Dicker~on. thb would he ;m "uh,nlutc 

disaster."( Dickerson. Tr. :!3-1 1.) Clearly, the Sprint till t:~etor inputs arc the on I~ 

inputs th:ttth,· rnnke scn;,c in this case. 



F. TIH· t'H~t inputs forth~: frrder/distr ibution c11ble interfllct• tlc•·icl•s and 
clrup•·nhh•, tcrminnl i , and network in tcrfncc nrc nppruprintt•. 

Tht· Cl)~t input; an: i"'ch.ttkd in the Model' s loot> cost input tahlo:' and "ere­

de\ clop~d ha~cd on S.prmt' • actual currem vendor rnmcrial price~ and ~pc.:ilic 

t:>tim:~te' lor an~tallation. ( 'Jicl..crson Tr. 2309.) The cable plant mix input" arc 

de' eloped ~cp.tr.llcl y for copper feeder and distribution and tiber ti:cder. Tite 

percentage~ ot' cable t:tcil i tie~ placed in either buried, underground or ncri.11 

location~ "ere b.t)eJ on an :nmly~b of Sprint'~ fn•·il it ics in FloridJ .tdJU>tc•d to 

n·tlc,· t a (uN.trd·ll>ol..ing trend for gro:ater usc o t l>uricd I.'<'I'I'Cr cahk and 

undcr17ound tiber cable. (Dickerson. Tr. 2309-1 0.) 

G. l>igitalloup cnrrit•r (DLC) systems inputs nn• properly dl•tc rmincd. 

I he cu't' lc1r digitn1 loop carrier syMems (Dl C) are based on Sprint') 

current 'cndor co~ts and actual installation costs \\I thin its Florida wrving an:a. 

1 he DLC' nwdel costs retlcct Sprint's usc of fon>.lrd looking Nc" (icrwr:llinn 

Digital Loop C.trricr Systems (NGDLCs) which cun support a "ide mngc of 

::.en icc:. from u s ingle device. Sprint's NGDLC model configuration indude> cu~t ~ 

nm nnl~ to 'upport the le' el of basic service spccili\!d b) the I·CC. but hJ" the 

lle't ibrht) tn :.upport additional services \\ith incremental 111\e~tment addition' 

\\hich rn;~y he required to meet individual demands for ad,anccd M:rvice\. ll1e 

IICI'/\1 input ' rcllect the nppropriutc lc\'cls uf in\cMtnclll fur the corresponding 

ltn~ demand uml resulting modeled DLC S} ) len\ we ( Did.er~nn. I r. :!1 10.1 

~\s nnt,·d pre\ iousl). the CO>tS for the:.c DLC ')\term .~re bJ,<'d un J"U.JI 

~pnnt price' .md rcllcct rea lrty. unlike the artilictal ll1\ I urnount> thilt appro"rnJtc­

one·thiro ul the prkes uvui lablc to Sprint. As noted by Mr. Dicker~on. the priccl­

lor the DI.C, arc what they arc. (Dickerson, r r. :!336: 2362: :!3711.1 Pointing uut 

lh.tt Sprint j, price-capped. Mr. Dickerson empha,.,cd that thc cornp.m} >>Uuld lX" 

purch;!)ing DI.C's at the prices suggested by IIAI if the) \\ere ,l\,tilablc to Sprint. 

lO 



In ,urn.: ~::be~ ~print c3 .. ::sch eve bener pricing on the smaller DLCs than a larger 

company. ( Dickcl~On, Tr 2:9 1.} All of this prove~ the Sprint COSt> ore n:a lity 

ba~co :md shnuld be l•sed. 

II. Sr r int ' \ 1nputs necessary 10 tlc\l:ln11 ccnlrnl urlkc 
S\\ ilchong cquipmcnl cos ts s hould be adoplctl . 

~prim's S\\ ilching 111pu1 data. "hich is pn:procc)scd u~ing the Bcllcorc 

~\\itchin!:\ co,t Information S}'Stem ("SCIS") and is combined "ith th.: BCi'/\1 

'" llching mvdulc. rcllcct ~ the actual and curr nt contractual arr.ongemcnts 

hctiiCCil Sprint uno the switch vendor. (Dickerson, rr. :!329-46.) I hcsc Sprint­

~pcd lie purcha'c arrangements include the must current vendor discount ~ 

..:Jl'>uring that actual price lc1ciS arc reflected. In 1\l~t. Sprint's OCI'l\1 lumunl­

lool-.ing '"itch inn:>tmcnto; arc 53 percent below Sprint's bout-. co'h for digital 

"" uclung equipment. (Docl-.crson, Tr. 2328-:!9.) 1l1us. Sprint's 13('1'1\1 rc,ults 

rru' 1dc n:a>onablc. forwurd-looking estimates of basic local service switch cost ~ 

which nrc rctlccti vc o frcul-world contracts, trnnsnrtions. traftic pullan;nnd co>ts. 

( Dicl-.c~on. ·1 r. :!329 ) 

I. Sp rinl':. expense in puis urc fon' urtl lookinl(. 
rcalislic untl rc:IJ>onuble. 

Operating ~xpcn~c~ arc included in the model on a per hm: b.1!.is tor 

administr:11i1 c and rctoili1.g, expenses not ns>ocim..:d "ith sp~clfic nell\ uri.. 

ll1dlitic~. Operating expenses nssociatcd with nct\\ork. fucilitics \\ere included as 

;j fll.'rcentagc ur iiiiCSllncnt in network facilities. Both of thc.c C!.tllliUIC' \\CfC 

ucri' ctl twnr the actu;~l operating expenses Sprint cxpcncnc~u in I lorida during 

1997 rhL~ upcratmg, ~\pcnsc ratios. when apphcd against the BCI'I\.1 lomartl 

luol-.ing in1 cstmcnt lc' eh. provide u reasonable cslllnntc ot tlu: tor" .1rd lnul-.rng 

..:>.pcnscs associated wuh basic local service. (Dlckcr~on, Tr. :!314.) 



Sprmt-llorida's "i•ness. Mr. Did.crson. testilied that the op.:r.uing "''IX"'.: 
inpuh 'uhmtted lly Sprint arc obviously lomard-lool..rng ''hen comp.ucll tn the 

mo't recent lu~•orica' irfonnation•. Exhibit 81 dcmon~trates that the c'p.:n\Co 

gener;ncd h~ Mr. Oick.-.son's fact-rased approach nrc 37~. lo\\cr than the c~pcn~c 

level~ rcll.:ctcd in the !997 ARI\IIS filing. (Dickerson. Tr. :!338.) 'I he expense' 

gcncrnll'd h~ the \'U~I majority or Sprint's >cn·iccs (rcsidc•ntial and hu~ine~~~ 

tnclullcll in th~ BCPM constitute the ov~:rwhclming pmpnnion of tile tnt.tl 

cump:uty i\1{1\IIS-n:poned expenses. The bottlm line i~ th~t the cxpcme k'cl' 

rc,ulting from the n.:al-lifc cost ~tud) prc>cntcd b~ :O.Ir Did.erson arc Hlf\\.trd· 

lool..mg hy 'inue of the fact that they would reduce cxp.:nsc~ b} appro,im.ucl~ 

17° o t\n) reduction in the percentage b) \lnue of rcst.uing th< r\K:O. IIS d.ltJ tn 

Include basic scf\ice-rclated expenses would logical!~ ha'c little impact 1l11 the 

17" o rcdu(lion from current expense le\'eb (Dickerson, I r. 33 75-7().) 

I he Commissinn should nlso tnke note tllitt as a prkc-cnppcd 1.1:(.', Srrilll 

hns n tremendous tnccntivc to minimize cr•~ts. (Dickerson. Tr :!:179.) I h..­

implic~ t iun h) IIAI proponents such as AT&T \\'itncss Lcrmu that LI:C cxpcrhc 

I c' ch ar,• c~cessivc is not made with any comp.arable fvturc or existing compctiwr 

an rmml 

Ur ,l,uhr' 1.('\lunun) UN'Itinn; lhu tumnt Uf'r'l•.lln, n~n\C' d1tl.l un N the- bnl m,,h'-•lhlf "'t' h~'" ul l"'huc 
t.:\1...-n..c k\th rtH, I\ bet:au\C opcr.llllng npcmc doU.a C'lpHun unrtnl C'~(k'fl .. ·n<C'IJ c.tH\ m p.rh•nnmt""' lunc.ltul! 
'-~rtu\1 ln~.tJJ\ .:\J"!Il\n 1n m.~&inUilnm.:, dtg.H~I '""11thfi llHJ fibfr trili'I\OU\\rUO l.x-rllttc~o ll1c-tC' '' C\(t~ u·.-·wn h• 
~ht:H 1h.a1 1hcw ~\J"'(n~o< lc~ocl~ can rcMonahl) be u\C'd •• "'' appruAun.ltllm ul !he ~·,r<n~c:' "t \\til n1~ou• 1111 
AU)IIfiC ~f\HI~ ()Ur m.ulc-1 'olor.>uld •new) irllhf nur•tcmr lur lh<tK \Amc a<fl\lllt:\ The h<\1 h..hr~o h•r tkh·uwnuw 
th< 1.-rY~..,d·luu~•ng u~\a <'t( :..O) nlfup.any un Ina the Xlpc:hl)Jtrt) arto~ ''toluol. .at 1h~o· n11uultn.m"c C''r"'""'' r•l 1hc: 
"O(f'f\11\~ 11w1 .)ctu.all) dun ftC'rH ~pc.hopp) ConLtlnttl 111 d\11 \;tlolur.:an) ·, ut\h WC' 1hw: cti~;,C\ ,,, lh< Ulnt.ht!trrh 

un~r "hu..h an~ -:omj\oln) v.ouJ<d be tt'qultt\J h.l uptratt tf tl \fn,,;iJ 'op.t"-'1't'" lh.a1 ., "'"' 1<, unrh 111 .. 1 
•·ll~onltntnh IH <\J'I("n~ k\C'h m1~U not be n«C'U.U) U~ C\Cf. IC 1\ Clc.trl) bciiC't IU U\ot C'\."ltn~ iJ.IJ.J <MJIU\h:'.i ft•f 
t..1 "''' "h""'a:n r.uhn lhM~ fcl) on pun s,p«uLaiHM (M.Iihr h lo&71• 



II. The HAl Model Input Vuluc' Prupuscd 
By The IXCs Arc lnuppropri nll· 

L·cept 1'1 a few inst.mces. the input \Oiue~ propo~cd b~ the IXCs for usc 

"ith the H.\1 m .. del are nat ional default \alws. I he IIAI's sponsor.. t\ r&T and 

:>-1(.'1. through ti1cir witnesses Jumcs Wells and Don Wood. assert thnt the input 

values proposed for us.: in the II AI model n~c lim\';ml-louJ..ing :11111 1 cprc~cllt thc­

k ast-wst l':lctor~ for determining tht: cost of pruviding b.Jsic lncul cxchnngc 

tclcconununications service. (Wells. Tr. 2477. 2582; Wood. Tr. 777.) Contrary te> 

their assertion. the HAl input values arc neither "rc.1l ''orld" nor do tho:~ rcncct 

Flnridn-spccilic cost factors. Indeed. the lli\1 mput \alucs arc niii!Un~l default 

\'aloes which ignore state·specilic va lues. Moreover. the lli\1 input value~ igrwrl.' 

curr.:nt w~t inlormmion which best rellccts "rcal·"orld" co~t inl~mnutil•n · 

(Dickerson. I r 2360-61.) 

There ;arc ~cvcral reasons why the HAl national default inputs arc nnt the 

best <1\ailnblc information for prcdictins the cost nf constructing ou t ~idc plant 

" ithin Florida. First. the inputs nrc the same national inputs p10anotcd b~ th..­

AT&l and MCI in cvc~ state and arc not ~pc,ili.: to Florida. rnuch ~~:~, to 

Sprint's scnirag orcas within l'lorida. As these input\ .arc nation.tl•n 'calc :and ar..­

prtlnlot~d l()r USC in all lifiy S!Uic~. the limited data pnints equate til a r.angc ot' 

SH% to 8·Wo probability that a given state is not even rcprc~cntcd in the sample 

fhis assumes a be~t case scc:nario that each d:na po11111 ' .a umquc ''·••c. "hich ma~ 

not be the cJJ.c. (Dickerson. Tr. 23:!0-:!1.) 

I ~o.unurnH; thc:vr~ '.hle\ not rwttludc lh<' ton\IJCUhtKI of ht.\IDI'K u• I;Urh·tu "illh m 1t h••"·•HI h~)~ll\)! ~;~,.nlwtnu. 
f.O~ \IUd~ Whtlh('r (lt 1101 hn iOfiC Ot CUITtftl Cotl\ l:&.t(' •• UO!J 1AI'fKH\tiii .. 11Hil ,,f f iiHt.l&tlf ~M.I~In~ \.Oll \ '" lUI 
t:mrtnc;,,t 'HU<' h' arJ!UC olhtr'\\1\C' (1 c , 1u C\cludc "-") coruiJcnt"'" t•l uorrC111 "'"'"",. 1n .a '-''""'J 1·~•\.lnLt \IUth) 
lt..-..J,. tu lhC' llbwriol ultlclu\ton th.a. :&\oll t l~al1k (nlfUUt.11 Wt.:a 1houkS nt•C tt< JI\Cn .an~ \'Ct~hltn .a h'"",Jh!l.,.ll..mf 
'"~'' \ti.MJ~ fhl\ "ould ptccludc """' unl) ut< of ntu~n& d.a.Ll.. bu11111 hM'C\.;J\h tw"\C\1 on ht~'"''"' J.au a.n C"~C" 
rcJ.., .. ,.n, I""'MJ bAJnt: t.O\.I. ~.uJ.n tu pun 1-LKU"' Of\ lflhc •nrul'\ \(~t.,;~ .ur 1-> h .. hc tnl "'"IJ ilM'I"~'""' 
.u "C'II •~ 10 ,alSo~ .an «cC"pC.Jbk h:~~oC'I ot ~~ornfK"alton and obJ('Ch\lt~ .an 'M"f'N'h 1h.u U\4:'\ "unmt Alu .. d 
•nlorm;aiKm '" 1hc ttnl) tt.&.toON.bk abd"TWI\C' C I)K:\.C'1'1i0Cl.. Tr 211 Q-:!U ) 

)l 



Second. the IIAI n tllonal dcfauh inpuh arc ha~cd upon th<' unexpiJincd 

"best cstimme" .nadc by a group of so·callcd outside pbnt cngincct lo w11h 

.:xpcricncc limited rnn;,tly to large Bell Operating Compunies in the Nc11 

Yori/Ne\\ England nrcJ These 'best estimates" were sub~equcntly attempted to 

be 1cri ficd in a ,·arict) of fashions, including scd .. ing historical and curr•'•~• 

' cndM. nmtr.tctor and manufacturer quotes for matcriab :tnd :.cr. icc~ 1 hen a 

cursor~ rc' tel\ of the so·called "Fassett Documents" (L:-.hibit Nu. l< 7) upun 11htdt 

h,hibit No. liS is allcgcdly dcvclopcd, show~ thnt the vendor qtwh:~ and pnce~ 

where the location of the work proposed to be done is discern able - urc it II from 

'' c~t~m states; such n> Colorndo, Montana, lduho, etc., but non.:: nrc from Flortda. 

I hu$, .1!> the record ampl) dcmon~trntcs . thc~e so-c .tiled verificauon efforts >impl) 

unde~corc the fact that the HAl input value!.!~ nrc not nnl~ bi:J>cd ' ' ' the In\\ \ide. 

the)' >imply do not reflect real-world. Florida·Sp.!Citic c\pcricnce. 

·nterc arc. in fact, n number of IIAI mod<·l 111put values whtch arc 

inappropriate for reasons unique to the input> thctmeh .:;,. Som.: of tht:$t: inpu t 

' a lues have a signific:1nt impact on the outcome of th.: HAl modeling proc.:ss und 

rc~u lt in a cc.,;t of pro1 iding basic local tclecommunkations ~r.·icc \\ luch ts 
" <><:full) inadcqu ... lc for uni1crsal scr.·icr ) Uppurt purposes ... 111.: t'ollOI\1 111,: 1\ .1 

di;,cus>ion of" hy th.: IIA I values for these vcr)' Mratcgic tnputs arc appropria:c. 

U. h tc the- I tAt model ad'o OC:.Itts <onm.trntl) c-ondemn ttw II I (' hlf .&ll,·t:~Jio, U\tnl:' wnC'nl ,., h•·h'ft,.)l 
lnhttnUfi\Jft h.t torC'Ul.t dK t..t>\1 o( pt'O'- whn& ~ Jcxa11ck\.,wumun"'>Jikllltl ""'"'"'C th< lt.\1 ma-.k·l "~' ~o..sncn1 
ttnJ bJ-.:llfiUI "cndor UW CQnlfKIUI CO\(\ tO prcdlCt fun.rte COO.[) AldK~a;h tUIC'ftut I<.J 'pnnl•l l."'kl.a tiM'ft"""'h "'"' 
"'~' dr .. tl~1 &n bet cn.Jonn the ~pruu-f~ l rftOJIIoh COK\.tt~IC'I 11 2~~1 1 

In AJJmon tu chc utc uf tnput u lun ~hKh Mf d«lll.kdl) ~·.a~J ht..-.<ird .. vn..krwhn~ C\t~s. &h .. · 11,\l na -.Jt'l '" 
lht' ('f(«<'dtns, allc&cdlt 1nduMs CO\U ~ bteh ~ no& , ,.lAIN tv 1h~.· "''N lll rw' ~tJ.n~· h.•H~ 1•1\..ll 
tclcuN11nl\U'Ite3hon) )('n .cc A) dc(lntd b) Ft.oud4 and fd('r•l b"' rhc""' Hhl\ tndl.kk lht' u•'h •'I ,,,11 '4'rt,ul 
ft.!.aturd and acCf\) K n lee..\ 



,\. The IIAI J)cpredntion Input Vnlucs Arc 1 ot Fomnrd-Luol.inl! 

The HAl nwdcl uses depreciation input values reponed h) Michad 

Mnjorus. Jr. These ,,cprcciation input values r~ly upon dcprcciutiun nu~s. 

cstahlishcd by the rcc in 1995. (Majoros, Tr. 7:.) The llAI depreciation 

111put 'a lues for Spnnt-Hurida nrc totally inappropriate. FirM. rdiance up,,n FCC­

C\tahlbilcd depr.:-ci:uior: rntcs for Sprint-Florida is unacceptable tx:c:ru~c tlw lTC 

Joe" not l>~l Sprint-Honda's tlcprcci:uion r:llc,.. Withuut ~~~ mudt :g 
.tckno" lcdgrng thi~ fact and without any el\pl:anation as to why it is uppruprim..­

l'or Sprint-Fioridn, Mr. Mojoro5 recommends using the lower end ul' the FCC 

nmge of depreciation rates. (Majoros. Tr. 7:!.) 

i\dditionall), 1\ l r. Majoros. whose recomnh.·ntl:rtions hu\c hccn l:rrgd~ 

rejected by the Commission in the past, otlc~ littk nwre than anee<l1>tal t'1drrc('t 

.:riticism of the TFI r.Jtes gcncrnlly (Majoros. l'r. 51). lie admit> :'t:rt he ha> dun•· 

nn Sprint-Florida !>pccific study or analy"i~ (l: \h. l5. p. 60). Ap.tn frum 

rccomrn:nding the lower end (shoner lives) of the FCC r:llc~. Mr. l\ lojorns has no 

;tltirmative evidence to present to the Commission a:. to "h~ the TFI for\\:trd­

lool.ing depreciation rates should not lx: u\Cd ;\:otabl~. Bcll~outh \\line~" 

( "unningharn cites a F.:hruar) 1998 indic:nmn fmm th.: I('(' that the dcprecr.uim• 

r:nc~ rna) be outdated nnd o more forward-lool..ing rc\'i;,ion (l.c .. rq>e.tl) rn.1y h,· 

uced~d. (Cunningham. Tr. 85-86.) 

Finally. even if the FCC-prescribed dcprccr:rt run rdte~ \\ere other" i'"" 

.tpplicahle to Sprrnt-floridn. they should not be us.:d toda> bccau'c the)' oro: 

~rrnpl~ outdated: the FCC depreciation rntc~ do nnt ro.:tlcct the curr,·nt "-tte ut 

te..:hnological ad,·ancc and do not reflect the rrnpau ul ..:mnpetitum un npcnrr>g .111 

telecommunications rnnrl.c ts to competition. <:un.c4uentl~. the 1 ( C-pre,..:rrhcu 

o.lepreciation rn tes arc not f<>rward-looking and do not r,·llcct rcnl·\\orld r c.tlrt•c' 

I hcsc input values were chosen by the II AI ~punsn~ not b,•cJll\1! the) ar,· 



COI1\Cill ·m l!r accurate· the lnst FI'SC·prcscribcd d~prcciation rat~~ would lit that 

r~quin:mt:nt b<.llcr · but rnthcr because they an: the lo"~st depreciation rates thnt 

the H:\1 mo:lcl sronsors could lind for Sprint-Florida. 'I his is just funher 

"' 1dencc that h'C II ._I model sponsors ha\'e bia.sed the procc~s to produce the 

lo\\c:St col>tl> they cun Agnin, this is funher evidence that the lli\1 model input 

\'a lues nrc neither objec tive nor forward-looking. 

n. T he- IIAI Cost of Cupitullnput \'ulut· j, 
T otally Fla\\rt.' und llhbed 

The IIi\ I model rdics upon a cost of capital c~timatc for Spnnt-Fiorida to 

be in the range of only 7.97 percent to 9.1:! percent. "ilh a best pou1t cstim:m: or 

R.5S percent. (Hi rshlci fcr, T r. 194-95.) This cost of cupital estimute i' comrnst..:d 

"uh Sprim-Horida's cost of capital estimate of 11.~5 p.:rccnt ,., u'cd in the 

BCI':--.1. I he I lA I model cost or capital input is fla\\cd and bi.1~~d a' deuwn~tmteJ 

in the c\ ide nee presented by Sprint-Fiorid:t 

1 hc 11/\1 model sponsors rely upon the tcstinwn~ of ~ lr. John I. ll1rshkilcr 

to d.:,clop tlu: lli\1 cost of capital estimate. Sprint-Florida'~ e\ldcncc \\:1:. 

presented h) Dr. Randall S. Billingsley. Or. B•lhng,.le~ Jcmomtratcs that \lr 

Hir>hlcifer s1gmlicantly underestimates the cap•tal cu>tS of Sprint-Florida and. 

consequently. the 11/\1 model cost cstimatc is bi.~>cd due to i t~ rclianc~ un 1\ lr. 

I hrshlci 1\:r'> incorrect cus\ of capita l cstimat~:s. 

!\~Sprint-Florida's evidence demonstrates. \lr I flr,hh:itcr\ cu't of capital 

estimate is im:orrect for a vorict) of reason;, incluJmg errors and incun~iMcnc1e~ 

111 hi; di~cmmtcd cash now (OCF) and eap11nl U>sct pricing model (C 1\P:Vlj 

tum!) sis of Sprint-Florida's cost of equity copitul, hb cn~t of debt clollmution. Ius 

rc~:ornrncndcd capital structure, and his misundctstOJnd1ng nf the natur.· .tnd 

o,ignificance of the riskiness of investing in the tclccommumc:ations industr~ 

t Billingslc). I r. 396-97.) Mr. llirshlcifcr's errors 111 e~timming the coMs nf ettuit) 



l(lr Spnm-Fioricla using. the DCF approach include: (I ) u'.: uf n hig.hl> ~uhj.:.:ti\'.: 

three-stage mod<'! thm ts not representative of the invcs w r's pen.pccti\'c; (:!) usc of 

grcm th r:u.: !or..:ca. ts that do oot reflect con~cnou• in' cstment communit~ 

e'p.:ctat•on: (3) ;nap,Jropri:uc and unsuppon..:d rclian.:c on UdiSuuth. the uth<'r 

regional Bell holding companies (RBHCs), and ~clc..: ted independent tel.:photll' 

Ctlmpan ic> a~ comparoblc in risk to Sprim-Fioridu; (-II fai lu re tu adjust for 

llotation costs; and (5) failure to usc the appropriate limn of the DC I· tllt>dd that 

n.:cognizcs the quarterly payment of di"idends (Billinpk). rr. JIJ7 .1 

1\ lr. lltrshlcilcr's CAPI\I errors in culculating the cos~\ of <'quit> for ~print­

l'lorida include: ( I ) significant underestimation of th.: cquit) risk pr.:mium in pan 

du~ hi th~ usc o f his llawl!d th rcc-~tngc model, and (:!) urbitrary .:'du,inn oi' .111 

m~mbcrs of the Standard and Poor's Composite 500 lntlc' (S&I' 500) from c.1pital 

cost :mal) M> that do not have a dividend yidd of at ka~t :!" o. The><· errors expiJin 

"h> hi • Ci\I'M cstimnh.:S of the Ctl~t s of equity for Sprint-Florida arc Ml ~eriousl> 

undcr~~umated. (Oillingslcy. 'I r. 397.) 

1\ lr. lllrshl.:if.:r's cost of debt anal)ses arc tla"..:d b> lu~ reliance on dated 

marl..et information from 0'--ccmbcr 1997. He ;~lso im:urr,·.:tl> includes debt in his 

;mJty,.:~ that '\JS not is~ucd to tinancc long-term telephone nct\\Orl.. ;~ssct~ :md 

thJt \\;1~ i>~u.:d hy the p3rc.nl hc1lding company of Sprint-Hurida. /l lurcnvcr. l\1r. 

ll irshleilct places too much rdiance 0:1 buol.. \',1lue~ in uetcrmming hi!­

rcc.lrnmcnd.:d capital structure I· inally. 1\lr. ll i~hlcttcr'' \lc\\ ~ on the n\b th.tt 

ar.: rdc\Jilt to assessing capital costs m th~ tclcl'Ommunlc3llun\ rndu~tr~ • .re 

confused and inconsistent. In the same \'cin. hi> argument that th.: llll\incs~ ol 

lcaoing nct\\ork clements is of relatively lol\ risk i' u11-.uppurtcd. ( llillitlg.,lcy. lr. 

)'J7-IJ8.) 



C. The U.\1 Structu re Shnring 1n11ut Values 
Hu "C No Foundntion in Hcolity 

Of .111 the input \'a lucs proposed by lhe HAl model sponsor~. the proposed 

~truclUro: sh.tnng input ,·aiJc is the most biased and unreal of the mJn~ "lo\\ b;~ll" 

input \,tluc' u,cd I') tlw HAl model. The HAl modd assurm:~ that up tu t\\ll· 

thirds ol'thc cost of the ~uppon Mructures. i.e .. role~. trcndte~ ami ~undun. \\uuld 

be shared any\\O). For the three largest ILECs in rtoriJa, this \\Ould result in ov(•r 

S650 million of outside plant investment simply disappearing. (\Vel b. Tr. :!617-

1 ').) 

l'hc rationa le offered by the IIAI sponsors for suc;h an outrugeou~ resu lt i~ 

th:tt thcir proposed structure st1.1ring is what an eflicicm ii.I:C \H•utd hu\e 10 do in 

a competitive environment. (Wells, Tr. 2619-:!0.) Yo:t. J\ r&T amll\1('1 prtl\id,• 

no empirical evidence to support the HAl slnlcturo: mputs. but msh.':td rd~ t.poa 

opinion. Additionnll~. the 11,\1 sponsors have conceded that tl.eir structure 

:.haring proposut is aggress1ve (We lls, Tr. 2625) nnd tlwt Ill) inctunh-tH l(lcul 

o:-xchange ,ompany has been able to achieve the proposed level of ~tructurl' 

sharing. ( lJcmmli. Tr. 2431.) In order 10 ;tcccpt the IIAI Mructure \haring. 

rationale. om· must be "illing to believe that there ar.: onl' or l\\U other utilllil's 

(e.g., power, cnhlc, water. gas :md s..:wer) \\i th 11 nccu tn huild " n.-11\url. 111 the 

same tillll' :tnd in the snme place. for every single utch of Sprint-Fitlrida\ net\\ork. 

I or c>.Jrnpk. lor ever) sinsle inch of plant in the nct"ork. 1f tcll'phone is :ll'rial. 

po\\cr and/ur cable \\ill be aerial. For l'\Cr) inch <~I plant in the net\\orl.. 1f 

td.:rhonc i~ huncd. power. ondlor cable. or woter or g:1~ "ill be lnuicd.' l·ur 

I h<u· lll<" d1\oU ~m.HJ\ '-'&lrt) md mulnlrn.tnc( UM'ICcm" 1n pl..k:Hlf h:kc,f,._tu~ .mJ d"'\tlk: r•1~.:r l.a .. thltc\ m th'" 
wlh\" lf<nt.h fhtW' utcl) 111\d m.amtc'l\lnU' '""'em\ rouh In vc.alcr lh.•n~o.hln)l: 4,\r\1 (\\l..kf OOrc-• ilHJ \UIII 
"t,nlfl(.~l kp.U.CM.Ift) a..J m.a~n!m.anl..c C\ptnw (r ¥ d'l$'"1 up c•hlc-. .utJ rn~.or.at .. m <I.Jik.cm'' "htch uc...ec" 
\•tft"~lc dl\ltKCfth\n hw c'«tll( PQ"Cr U.NnpltUd lD tolloi..alc thc'u l.A.J.lC'\ "•th lckrh• floC' rtm1 fl..acmmh 
h .!~:-n, 
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~'cry l<·•ll or tclcphom: feeder conduit, po"-t:r or the other utilnic~ "111 ah.111don 

Lhc1r c:..i st:ng fa~1lit ics .and choose 10 bury cable. (Lno:mmli. Tr. :!-130.) 

The rc;1lity ol th~ si tuation is this; the economics or constructing telephone' 

net\\orks and o'IH.'r ur,litics arc d iffercm. It is. for e-.:nmple. f:•r more expensi\C" 

lor a po" N compan~ 10 bury :1 able than it IS lor them to place :ll"llal "1re I hi:­

" hecaus~ of the far more expensive buried conductor:.. d~cpcr trench rc\julrcd. 

:nul more c:..pensivc tronsformers. etc. that must be u,..;(). In contra,!. h,·cJu~·· th...­

cost varies lrss and there nrc significant maintenance s:1vings, Sprint-Fiuridu lind~ 

hur')'ing cabk to be the l:u more cconomicnl nltemativ~. Euch provida is going to 

makc network decisions that 11rc in its own economic interest!.. The net result i,_ 

th:at Florida POllet Corpomtion is 81% aerial "hilc Sprint-Florida is 7!1°o buried. 

'iprlllt·Horida is 17°~ underground and HuridJ l'm\Cf c,.rpor.lliCIII h." Ill> 

trndcrground facilitrcs, Structure sharing due' not o\Crcumc the ccunmnk,. 

tlri1 ing thi s mix and it b not expected to chnnge signi ti cantl ) in th•· lutur~. 

( l, ;1crnmP. Tr. 2429.) 

D. The IIA I Fill Fac tor Input Vulul·~ An: Gro~ly lnOntcll 

lltc IIAI model uses national default cable \ll'ing factors "hrch Sprim-

1 lurida'~ evidence demonstrates arc not n:Occth o: uf .1 runcti,,ning rc.1l \\uriJ 

tdccomrnunications network. Basic busmc~' rc.1ilt) b ignored 111 th•· 

unro:ali stically high levels of di stribution and feeder C;lhlc till factors ~ptlllM>rcd h~ 

the IIA I model sponsors. For example. the IIAI national ddilUit inpub fail II> 

n:wgnizc thlll bl'cause of the way in which ncmorl.s .trc but It, fill factors 11 ithin 

actual working net\\ork:. arc reOcctin~ of some cables lh.tt arc cumplctcl) full and 

uther new c:tbles that arc partially full. At an) gl\en point in t ime. tho: unutrli1cd 

e:Jhlc pairs provide the inventory necessary to meet cuswm.:r dcm.1nd lc>r nc" 

:-crvicc within three working days and to resolve 95% of truublc report~ wnhin :!4 

hours. Usc of IIAI model default inputs wt>u ld rc>ll lt in a local network that 
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\\Ould not rrovid.: th·: n~ccSSlll)' cable pair imcntory which enabl~s Spnnt-Honu.a 

tu meet the FP')C-ampos~d service standards. (Dickerson. Tr. :!3:!5.) 

In a rc lah:J inpul \'Oiuc decision. the IIAI model Spt)nsors h;l\'c determined 

tlhlt till: number of lvo.>p p:airs to each household should rdlcct an oll<.:ged hiotork.al 

..,c.:und line JX'Ih:tmtiun levd of 15 percent. I his ns~umption tal.c> pl.11:.: uul\itl.: 

,,lth.: 11:\l mode:! at.df and in the prcproccs>ang done by PNR "hen 11 d.:tcnnines 

lhc number of line~ to be placed in a cluster. (Wuud. I r. IX50) A~ th,· accoul 

andicat~s. this is not :1 forward-looking a~sumption. Because of the c11ntinuing 

gnmth in second-line penetra tion levels. two lines to cnch houschold is n l(,rwnrd­

lo(ll.ing assumption. (Dickerson. Tr. 2388-89.) R.:marl..nbly. the lli\1 model 

sponsors' \\ itncss ~ lr. Wells concedes that installing t" o lines tu c.u:h huu,.:bld i> 

":a good nosiness practice but is not appropriate lor a coM prox~ m >dd " 1 \\'db. 

r r. 2680.) 

E. The HAl Switching Costs Input Vnlucs Ua\C No Fuctua l lla•i• 

The I lA I model in this proceeding dcvdops >" ih:hing in\'cStment us an~ a 

mdded cost or host, r~anote and stand-nlone switdl~> un a "ir.: c~nter ha~is anJ 

\\llh p~r-line coMs using a scnes of four co~t pomtl> on a co.>st cune (\\ uud. I r. 

H-13-44.) TI1.: data ~upporting these points come> from some publhhcd .md :.om..­

propnetal)'. un\'craliut>lc switch \'cndor mformntion. rhc rcsuhing s" ueh co't per 

line b significnntl> bclo\\ the switch in,cstmcnt dc,dopcd by ~print-Florid:• 

ll'ing us own contractuul discounted wndor ~witch prkc .... In fact, the 11/\1 ~\\ltd~ 

111\l:~trncnt rc~ulb lor Sprint-Florida arc only :tpproxinmtcly one-hall' 111 th..­

lomard-looking BCPM results using Spnnt-llorad.t-spcealic input>. I he;c BCI':-.1 

rcsuhs :lrc alrc~d) 53 percent below Sprint-l'lond3\ hool.. eu't lor dagital 

s\\ itching equipment. (Dickerson, Tr. 232!1-:!9.) 

Ch:nrly, the IIAI anode! switch uwcstmcnt rcsuhs nrc inuppwpnate. 

llccuw.c the H/\1 nutiunul default switt·h curve i> bu,.ed on a National Business 
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lnfonnatior. (NBI) SIUd) which focuses principally un Lhe lh•gi<m. I 13dl Operatin~ 

(.'ompanics onJ (RBOCs) and GTE, it is not :u all rdh="i'e of~\\it~hing l'I>Sts lor 

::m independent 1 ·lcph.•ne company operation Lhc ~i1.c of Sprim'-. local telephone 

di1 ision. (Did.crsor. Tr. 23:!9.) To Lhe extent the Nil I swdv re,ull> include 

"'''itch pun:hases by RBOCs mnr1y times larger than Spr:m. the) ennnu~ 

reasonabl} be applied 10 Sprint-Florida. 

F. The HAl Expenses Input Vnlucs Dd) l~ c:•lit )' 

1 he lli\1 model includes numerous alleged "fon1ard-lool..ing adjustment!." 

to the 1996 ARMIS expense data. These national dc1:1uh e'pcn· e adju, tmcnt. :mJ 

nssumptions arc pure speculation nnd do not result in rcaS1.111 1blc cstim:llcs for 

lim1ard·lool:ing expenses. Mnny of the HAl notinnal tldnult .:l(r.:•he lh~umption>' 

and inputs re\ult in unreasonabl) lo11 estim:lles for the,.: necc .. sar: e'11en:.e>. A 

simple comparison of the IIAI results 10 Sprint-Florida's 19'•7 actual expenses 

dcmon, lr,ucs the grossly undcnantcd nature of the cost estimate~ r•·•ulting frorn 
11/11 mudd and notiona l default inputs. ·• Exhibit Nu. !II :.pumnred b) l\ lr. 

Dickerson demonstrates the unrcason:lbly low levels of imc~tcocnt\ und c;~.pcnS~!. 

re~uhing from II AI and national default inputs. For c,.unplc· 

r 111\1 .:stirn:ucs general suppon c;~.pcn scs app~<>,im :llcl) 5K% lcs;. than 

.tctual for Sprint. l"h1s undcrswtcmcnt is tied to un crronl·ous nsMrmpuun \\hrc:h 

anrihutcs approximately 60% and 54% (HAl lilcd one <.:ll>l ~tully for Sprint-United 

'-!nd one for Sprint-Central). of Motor Vehicle:.. Garag.o: \\ ork I qtnpmcnt and 

Olhtr \\'or!.. I quipmem to corporate O\trheads. HAl then incxphc:ahl) cxclud~s 
this ponion of these necessary assets. Motor \'chide,.. Garage Wurk I qui pmenl 

• 'rt11'H " noc •h«"-.lhns. th;u ~mbct.Jdnj buuk C~\ o( t'lf"C't•hn~ t\f"Cn""· l~,,·h .u~; •\lh-nul".tll~ "'"r''~J.JlC' 
l •lf\o\..ud luulma cc.W f'\.IIIIUCC'\ tn f~e.t. \pn.nt'' f~Md ~m& t.U\1 nauno~rc-• u'flLHn ~ocn mo~lctul• ""'""'Ita' h• 
.-.t~l ~t\1 u~ Ro~.lhtr lhc- IICtu;~ l «».u tc:f'C' •• u~-(ul, ftKtu.a.l an\1 •thJ'""'" •nlunn.IIHwt m uukr tu 1~ 1hc 
f"cJ..on.:Jh~nn.~ ofthc mulls i~cd b) \1r \\DUd (0tCl rnon. f1 2)2}. 
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:md Uti .t•r Work Equipment is almost emirely u1i1i.-:cd ti.lr th~ constnu.:tion ~ual 

mainten:tm·c of outside plant faci lities. (Dickerson. I r. :!3:!3.) 

;.. IIAI est; ~ates Plant Non-Specific cxpcn~c~ approximate!~ 54° o less. 

than actual for •omb•;1t'd United und Central companies. Again thi~ r.:du~o:tion i:. 

h3scd on an ,·rron~"US national default assumption tha t trc~ts all companil.'> in :111 

~tm~s with th~ sumc broad b1 ush of alleged incl'licicndl.'s. I his urhitmr) mlll 

c\~es'i'l.' reduction is not supponcd by ~ny data spccilic to Florida or to Sprint­

f-lorida. ( l)acl.erson. l'r. 2323-24.) 

,. I IA I estimates digitlll ~witch maime .. ancc e'o.pcnse~ appro"matel) 70% 

less than actual lor combined United nnd Centml comp;mi.-s. The justalication fnr 

thi~ cxccssi\'C reduction .:o~t\~S from n 1993 New l:nglund 'I de phone mae mental 

cost stud) The AT&T and MCI '' itncsscs provide no suppon for the associati1•11 

of the outdated cost study to 3 comp:10y the sit.e of Sprint sen ing predomiatJtd~ 

rural territories in Florida. (Dickerson, Tr. 2324.) 

;.. IIAI esumutcs customer and corp<tratc 11pcnuiun~ cx1;cnses 

approximate!) 80% les> than actual for con.bincd United and Central cmnpanie~. 

I he \'er) ~i1c of this :ubitml') expense reduction dcmon>lr.ttt:> that 11 "ex~e»i\c. 

I Dickerson. 'I r. 23::!4.) 

Additionnlly. the Ofll!roting efficiencies which the llf\1 >pon"•r~ duim 

Shl)Uid be implemented tO UChiC\e their propo~ctJ ellpcllw fCOO!cliun' h;t\'C .Jir.::t~J) 

been achie' cd b~ Sprint-FioridJ. For exumpk. ~prmt-Fiorid.t h." a! read\' 

consohtlatcd ncl\\Ork m:llnlcnnncl! centers: has .llrc~tl~ tmplcmcnlcd uM: of 

aulllmatcd provasioning system> and workfol'l:c rnnnngcmcnt uutomat~:d S)'>tcm:. 

t "hich fc.-d johs to technicians wi th hand-held HAS un ns); has already convened 

[ll SONE I tcdmology; and has not hand-dug a posthole in )cars. (Dicl.crson. I r 

::!383.) Clearly the magnitude of expense reductiOn> lor all..:gcd for-,ard-lool..ing. 
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:t~sumptior.~ within the HAl modl'l and national default inpuL' ;m: unr,·a~onabk 

:tnc.lmust be r.:iected 

G. rhc H I Feeder nnd Distribution Cu blr Placement 
Fruction• Inputs a rc nrcusunuble 

The I lA I Inputs Pull folio contained in Mr. Wood\ l·.xhibit 1"1>. 43 dc,o:ritx·~ 

the nntion • .tl default assumptions for Placement Fntctiom lilr both ()iwihution ;md 

hcdcr Cable. These I lA I nationa l default assumption .. do nut n:llcct a r.:a~onablc 

C>tirnatc ot Placement Fractions within Sprir.t's l lorrcb •en ing arc.r I he IIAI 

tri,·:. t" tit .r natinnal square peg into n Florid:~ sp.:e~ ti c mund hole. Sprint-Flurid:t 

pl:tccs burred or underground cable in approximately XX% 111' it\ dr~t rihtttuur <·ahk. 

'J7° 'o of it> l~·eder copper cable nnd 98% ot its tiber tccder bec:•U>C rn i'lurrda it j, 
incxpcnsi \c to dig trcncl:es and less cxpcnsi\e th:m ucrial w mnint.rrn. ·· Itt\ I. 

hu\\c\er. ha~ an extreme bins to\\ards aerial cable (Drd.erson. Tr 23:!7.) 

ll i\1'~ bia~ toward!; :.erial is not fom nrd-looking and is c~nain l ~ net ll.'.s>t 

o::ust. l·or example. the density zone of :or · 650 (\\hich contoin• the largest 

numb~r of ~print customers). the II AI input for u~rial u b tributinn cahlc i' 10° o \ s. 

~print'> input of 12.4%. The HAl input for aerrnl cuppcr lcctkr r~ -IU% '~. Sprint':. 

1nput of 2.8%. and the HAl input for aeria l tiber feeder i:. 30% \ >. 2°,o tilcu b~ 

Sprint. n1e II AI percent at:rial plant input is subject to further 0\'cr>tUil'ntcnt due 

Ln the I lA I model "Buried 1\vai luble for Shih" input !'hi~ input cl..tim> tu lul!J.. ar 

a lca>t cu>t approach for build buried or aerial plant. ~prtnt':> an;ll) '" ha> >hn" n 

that thts algorithm docs not switch plant from acnallll huri.:d. hut 11111~ >hilt:. fnun 

I he \UdlttC' \INU\UC oltht 1-Jooda .unt~c trffiiOf) (01'1\1)1\ ut 16". ullinc- \.J.n.J .en,J 11.1",. ••I \.lln\1) hwn n.,,~.: 
tcrr.un 1)~'\ •• u,," ftlf rdlltr\tl) lnUJ'CIUI\C J'l .. ~.:cnunt orburtcJ lJttk lr\ l .. h.l the IJAIIHIIInttn.u~r ht\hih ,,,.., .. 
th;tt thC' (o-.1 ot m.unr.-rnm¥ xrul Cllbk '' (.1110

• arntcr (13 7- .. IIC'fl.tl "~ ~ .. huiiC"'..I fot th~ ( "nuo~l fch:J'irt)tM.: 
lnn~ .mJ Jh•. pC'.atn (IJ )•• JCrW \o\ ol )•• bunc-dl (or the l fntltd lckf'loonc t.:mUM) th.-n NnN ll1bk I he 
umC' lo1>1 ""'""~' un t'C \C'fft ~M lM ~)('of wndrr~ pLant It\<"""' ul m .. llnt..arn•nf .-;o.al ut-l.t • .:_.:.:•. 
\."1\".&fel' n l 7-. ••wl "'" 4 o-. wwkt~oundt ttun UJ\Ottpound fut ( 0\lr .. l I ( kf"'wjf\(' """' 2Yt•,. JI(.IIC1 ,,, ••• .ac:n~l 
" ' I 6•,. ut\dr.:f~u".uw, tor l<nna:J 1 tkpbottc (U.clr.cnon. Tt 2)~7 t 
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buried to .teria l. Thcrefo1o: II AI will not model the O\ ~r.tll lt:a~t Cn$t net\\ork in 

hurricane prone ~.rca~ su.:h :~s Florida." (Laemmli. Tr. 2452.) 

11,\1 ah•• doe> mt wnsider the building code~ of the Florida "'n tc~ an: a . 

Building code~ e.,mmrnl! require !Jelo\\ ground tcl~phone plant "hen lunlding II• 

new areas. For example, Destin and Altamonte Springs have issued ordinance:. 

prohibittng the usc of aerial plant. This forward-looking trend will fun her rL'<h:.:c­

the need for aerial plant in the future. (Dickerson. Tr. ~328.) 

I I. The HAl Oij!ita l Loop Car rier Co>t Input Valut·~ 
are Jouppropri11tc for ~print-Fiurido 

I he IIA I model uses n national default input \ alue for digiwl luop carrict 

CDLC) cost. Yet. the DLC input value is only lilt e'ti111:111:U ;unnunt 11ithmn mt)' 

s upponing vendor quotes and. moreover. is incon>t>oto:nt "ith r.:alit~ . In fac1. 

bJscd upon .1 \Cr) recent installation by Sprint of1he m<hl lim,ard-tool.ing DLC>. 

name!~. Nexl Generation Digital Loop Carrier~ tNGDLl'> l. the Ill\ I model input 

\Oiucs ore ;cpproximntely one-third the cos1 ufSprim':. experience. (Dicl.ers.Jn. I r. 

237!\-79.) I he IIAI model input \:tlues sin.ply ignur,· the t:"tthat o cumpnn~ thL· 

-.i/e of Sprint-Florida, or even Sprint, wuh it:. n;lllunall~ ncgutiawcl purcha~m~ 

cnmrncts. cannot purchase equipment at a price that 111.1~ lt.1\ e heen quelled to ;1 

large RBOC in "hat may huvc been a uniquo: purch:1~ing opportunil~ . In lilcl. tlu: 

IIAI model sponsors' wi tness Mr. Wells conceded thai actual II.E(.' cxpcricnc ... 

'' uh Hndor 4uotc~ and prices is 1hc best C\ idencc <lf "h.tt the cu'1 mpul \Jim: .. 

'hould be for 1hat ILEC. (Wclb. Tr :!645-46.) lu >Ul:S"" that Spriru-1-lurid •• 

s hould have its nci\\Ork cos1~ d1c1atcd by the cu\ h incurred by. ur th•· price:-. 

m·t~ilubk to. another ILEC. or even a CLI:C lil-e 1\ I &T. with \Cr~ tlitrerem 

I"' c\.m~rk. 1n I 'liS T&I.Lt.tu.ua- 'tU\ hl1 b) hurr.canc- Kale nuun& ru\4'"' fu k ,_.,h., .an C"\lcn...k~ rcr .. ....t 4CK ,.._. 
rhc flO"'" """"c' rclynce un IC1w.l pLant. '-'hc1tb •tkpbonc ~f'-KC' tnn.ufkJ .1lm4,.,, cntuch •'fl\·to~t~o~~Ul tJu< h t 
l.hC' ~~IC'( pc'fCCRI..tttC or bwJC:d 4\nd u~uund ubJc (DKL.cnon. It 2l!T I 
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purchas ing power, would essentially require Sprint-Florida to cost its net\\ork :ot a 

k"el it t·ould never hope to achieve. This is dcspilc th.: litct thnt Sprint-Florida. as 

:1 pm:c-rvgul:tt~d ILlC. has every inccnti\'e to provide scn·it:c at the lo\\e~t 

possihlc co~! . (Dickerson, Tr. 2378-81 ). 

h~ue S {n 1: For purposes of determining the t·os t o f bns ic locu l 
tclecommunic.utions sen•ice upproprinte for estnblishing n 

permanent un iversa l scn•icc mcchnnis m, for "hich Floridu local 
exchange co mpa nies mus t the cos t of basic loca l 
tclecommunic.ations scn •ice be dctrrmirml us ing thl' cos t pr·o~~­
model ident ified in Issue 2? 

l'usitiun: "The LECs with more than 100,000 ac<·ess lines. • 

I ssue S(hl; For ea ch of the LECs identified in (a ), what cost result s frum 
us ing the input vulucs iden tified in IssueS in the cost pruxy mudd 
identified in Issue 2? 

!'osit ion: • The cost resu lts from usins the input \':tluc~ ~ct l( ll"lh in Exhihit 

K \VD- 1 arc identified in Ex:.hibit K \VD-1 • 

Issue 6(u): For purposes o f determining rhe cos r o f bus it: locul 
tclccommunicJllions sen •ice nppropria rc for cstnbl ishinl! u 
pcrmnnent universal sen ·icc mechanis m, ~ hould tht' cos t uf hasic 
loco ltcl ccommunic~tions scn •it'c for each of tht• LECs thur scn ·c 
rcwer thnn 10(1,000 ncces:. lincs be comp uted us inJ! tiH· cost proxy 
model iden tifi,cd in Issue 2 with the input n llucs id<•ntificd in lsf uc 
4'! 

l ' os it jl!n; *This issue does not npply to Sprim-Fiond:1, ' "it ha:. no postllon 011 

this issue. • 



Issue 6!bl: I f yes. for each of the LECs that serve f..-wcr rhun 1()(),000 access 
lines, \/ha t cos t results from using the input vu lucs it.lcnr ificd in 
l s~ u e 4 '"the cost proxy model iden rifil•d in Issue 2? 

Position: " Nor applicable. • 

l s~m· 6(d: I f nor, for each of the fl oridu LECs that suvl· fewer rh:1n IOO,UOU 
access liens, what approach s hould be cmplt1ycd to de termine the 

cos t of hnsic locnl tclecommunicutions scrvkl' und "hut is th <' 
res ulting cos t? 

J>osjtion: •Nor applicoblc. • 
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