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VIA HANO_QWY.f.BY 

N t>vcm!Jw 2 1998 

M,,_ Ol.mca S. Bdyo, 011ect01 
01V1soon of Records and Reponong 
Floroda Pubhc Scrvocc Com'T1ossoon 
2540 Shumard Oa~ Blvd. 
T ulfahasseu. FL 32399-0850 

RE: Docket No. 980696-TP 

Dear M s Bavo. 

ORit'r~ ' ~ ~ 

[nclo>ed too lolong on tho above docket are tho ooi{Jon.ll ollld 15 copocs ot the PosthNm>IJ 
Buel ol thl' flllnda Cable Telecornrnunocatoons Assocoatoon 

CopH)!'t n l thu Pofitheaung Bnot hnvo been scrvud on ltm IM fttur. ot rocmd putMHIOI to lhc 
an ached ctutthcntos of ~etvfC.O. Pac;,s(J acknov.ledge roct.tiPt o t lthng ol tho ubovo hv c:tnmp.no 
cho dupltcntu conv of thts letter and roturntng the samo t o rntt 

Than~ you for your asststonce tn process th•s fti,""J ?least• t onl.tc: t m•· .. ·.•th diW 
QUC$11005 

Vours verv uuly, 

~~~~!Jfu-
Vice Prestdcnt . Regulatory AUaus & 

RenutatoJy Counsel 

'l 
/ ~LG;ml 

Enclosuru 

,.,. 
I 

All Partocs o t Rccor'\--l cLIV!.J1)~1 ED 
Steven [ Woll crson - -l; , ) , .. , .. 

' 
" ' ,, 



CERTIFICATE Of SERVICE 

1 HEBFBY CEflTIEV tl•nt a true ond correct copy of tho lorcgolnu Posthuanng Bnef of 
the Flondo C~blo 1 olocommun•cot•ons A~soCJotfon has l>oen furn•shed by U.S. Mnd delivery 
thiS 2 ... day of !lovcrul;er. 1998, to tho following: 

M onrco Bnrono, (sq uro 
Spunt 
3100 Cumberland Cnclo 
Atlamo. GA 30339 

Thomas Bond 
MCI 
780 Johnson Folly Rd 
Sullo 700 
Atlanta. GA 30342 

Lynne Orowor 
Northeast Floudn Telephone Company 
P.O. Sox 485 
MocCtcnny, FL 

K~n>borty CMwoll, Esquuo 
GTE flo11dn. Inc. 
106 E. Collooo Avonuo 
Tolloho•$aO. FL 32301 

K•mbodv Co~woll, Esqu11o • 
GTE Flondn Incorporated 
One Toonpo Clly Center 
20 I N Fr~nklln Stroot 
Tmnpn, FL 33602 

Wrll•arn Cox 
Stall Coun•ot 
FPSC 
2540 Shumurd Oa~ Blvd 
Tnll•hauoo, EL 32399·0850 

Potur Dunbar 
RrubMO Augar 
Punnn>oton Moore. Wilkinson, & Dunbar 
P 0 Box 10095 
Tn11Aho5Soo. FL 32302 

Mark Ellmer 
GTC Inc. 
P.O. Box 220 
Port St. Joe. Fl 32457 

David Erwrn, Esqwro 
Attorney at law 
127 B•vcrsrnk Road 
Crawlordvrlle, FL 32327 

Harrret Eudy 
ALL TEL Florrda 
P.O. Box 550 
Live Oak. FL 32060 

James Falvey , Esq. 
e.spire Commumcottons, Inc. 
133 Nouonal Buslnc&. Pkwy. Swte 200 
Annapolis Junct•on, MD 2070 I 

John Fons, Esqu•re 
Ausley & MocMullen 
227 S. Calhoun St. 
Tallahassee. FL 32301 

Kelly Goodnight 
Front1cr Cornmun,catwn:; 
180 S. Clmton Avunuc 
Rochester. NY 14646 

Stan Greer 
BeiiSouth Telecommurucauons, Inc. 
! 50 S. Monroe Street, SUite 400 
TallahMsee. FL 32301· 1556 

M•choel Gross 
Asst. Allorney Gonoral 
Ofhce of the Auornoy General 
PL·O I The Capitol 
Tallahossee, FL 32399-1050 

John Guthrrc 



Susan Masterton 
418 Scn.>te Offoce Bldg 
Talla:-nssee. FL 32399 

Lvtn• Hall 
Vtstn·Untted Ielccommunocauons 
t>.o eo, tvi80 
l.ol.c Buena Vosta. Fl 32830 

Tracy Hatch 
AT&T 
I 0 I N Monroe Sueet 
Suue 700 
Tallahassee. Fl 3230 I 

!No,mnn Horton~ Esquire 
Mnsscr. Caparello & Sell, P.A . 
,P 0 Box 1876 
Tallahassee, FL 32302 

Carol Marek 
Voce Presodent of Regulatory Affaors 
Ttme Wa~ner Communtcat•ons 
233 Bramerton Court 
Frnnkltn, TN 37069 

Tom McCabe 
TOS Telecom 
IP 0 Box 189 
Outncv. FL 32353·0tB9 

.Joe McGILthhn 
McWhorter. Reeves. McGlothlin, Davidson, 
Rtef & Bakas. P.A . 
I 17 S. Gadsden St. 
T nllahasseo. FL 3230 I 

flrchnrd Molson. Esquuo 
IHopptng, Green. Sarns & Smtth. P.A . 
P 0 Box 6526 
Tnllnhassee. FL 3231<1 

Cha•lte Murphy 
1Joo1er Imhof 
428 House Ofhce Bldg 
T nllnhasscc. FL 32399 1300 

Aooott Post 
ITS Tclccommun•ca110m. SvshJm~. Inc. 
P.O. Box 177 
lnd1an1own. fl 34956 

Cllhllu• Auhwtnl.ul 
Splln!·FIOIIda, Inc. 
13t3 Blan Slone Road. MC fLTI100107 
TollahnssoJe, FL 32301 

floyd Self. Esqu~re 
Messer, Caparello & Sell. P.A 
215 S. Momoe Stroot. Su•IO 701 
TollohOSSOlC, Fl 3230 I 1876 

Jack Shrovu, Esquuo 
Churlo~ Beck, Esqwe 
Ollico ol Pubhc Counsel 
c/o Tho Florida LC(ItSIOturu 
Ill W. M adoson Sueo1, flm 812 
htlaha5'ee. FL 32399 1400 

ll<tan Sulmonew 
WorldCom, Inc. 
161 !i S. Federal HtQhway 
SUllO 400 
Boca Ra1on, FL 33432 

Jull w.,hlcn, Esquore 
Ausluv t. McMullen 
227 S Calhoun Sl. 
Tatlahas~ee, FL 3230 I 

Nancy While 
Robctl Beatty 
cto Noncv Srms 
floiiSoulh Tul~r,ommun•cuuon~. Inc. 
ISO S. Monrou Sueu1, Su11o 400 
Tullullasseu. FL 3230t 



BEFORE THE FlORIDA PUBliC SERVICE COMMISSION 

In ro: DetermlMtl m of tho Cost of Providong I Docket No. 980B96-TP 
Basic l OCJI T elec Jmmunications Service, I 

, . 
• 

Pursuant to Sec-•lon 364.025. Fl01lda I Filed: NovemiHtr 2. 199!l 
Statutes I ________________________ I 

POSTHEARING BRIEF OF THE FLORIDA CAB!.£. 
THECOMMUNICAIIONS Af SOCIADON, INCOBPJRATED 

' • • 

Pursuant to Rule 25-22.56, Florida Admontstlatrve Code, and Order No PSC 98 0613-

PCO -TP, Issued June 19. 1996, lho Florod~ Cable Telucommuno~atoons Assocootoon. Inc. 

!ECTAl submots its Posthearing Brie f to the Florida Publoc Scrvoco Commos51on 1Conomos51on) 

on the above referenced proccedong 

QASIC POSITION 

The Floroda Leoislaturo ruquestcd thos rtudy of tho total forw~rd·lookono cost ol bas•c 

local telecommuntcouons serv1ce so thar if can evaluoto the need for a pounnnont un1versat 

!H.::rvacc mcchamsm •n F1onda. At th•s t•me , tht leg•slatufe h:ts only a ked tor u detcrm•nahon 

of the lorward lookong cost of serv•ce . h has not asked the Cor mossoon to ostabhsh a 

umversal sorvoco mechanism or to quentrly the need l or a lund. To 20. Accorclonoly, tho 

Cornrnossoon should dosttngulsh bOIYieon the ostomated coSt of 'ervoce ;or.us the need for and 

sole of any fund ld The Commossoon's February t5, 1999 Report should be hrr>oted to a 

determo.,atoon o f the cost of servoce and odenttly oddotoonalo,sues th ot 5hould be addoessed 

•n futuro prococd•ngs before any pcnmanent un1versol sctvece mech&Jnlsm 1:1 established •n 

FIOfldD. 

FCT A has not odvocotcd tho odoptoon of a paruoulnr cost mo lei on thos proceedong 

fn!;tead, J:-CT A '• •os1.mony. wtwch we5 sttpuletet.l mlo thu rucord wttnovt ObJCCIIOn, Oddles.se-s 

- ... ..) I 
• ' I ¥ ...... 



the mJlliiS thul o•e most hkely t o •nlluonco the cost eshmoto~ subm•tted undo• tho Benchmark 

t::ost Proxy Modal, Vors•on 3. I I"BCPM 3, 1"1 and tho Hotfoeld Model Vcrs•o11 5.00 I"HM 5.0a" 

or "oiotl•cld Model"!. FCTA has taken this applf'UCh because the BCPM 3 I arnl HM S.Oa 

models have ~vulv• d end wofl <:onunuo 10 evolve. FCT A recomme'lds that the Comm1ssoon 

focus on "'PUt rrnd•l•cauons 10 develop mo1e rehabfo con est•mates 111 pall•cular, the 

lollowlll{IIIIPIIt$ ~"lf>Ciu to havo tho most s•on•hcDnl olfocl on the model OIIIJtuts· cvpJlOr/hbor 

crc.ssovf!l poont . f•ll factors. percentage of structure shaung. purchase puce 101 outSide plant 

and sw•tctung fac•hues. hll factorslpercentage ol structU<o shaung. pJrchase puce fo• outSide 

plant and swotchong fnc•huos, labor tatos and onstallauon tomes, capital costs and oporatong 

oxpNtscs. Tr . 25·32. These inputs should be carefully scrut•n•zed. 

Tho mputs proposed by the BCPM 3 1 model suHo• hom lack of documentation and 

thetr acr.u•ocy os not readoly ve<•flablo Tr 32·39. Tne LECs appeal to 1elv hoavoly on hostOIIC 

cost data and cost relauonsh•ps to PIOiOCt the fo•ward loo~"'9 expenses that on ulhcocnt 

c:nu•cr would lncur Tr. 38. Ovcr~roiiOnce on hastonc COtl lt t~nd cost rolattono:11fiS - without 

careful anolys•s ol whcthar such costs and refatlonshtps are lorw~ud look•ng und ctflcte!nt 

results on compensating the LECs for sunl.. embedded 01 onelhc•cntly .ncuned costs and 

11eedlcs~ly .nflatcs the s•te of any uo•vetsal servoce lund T1 20. Thts •csuh ·~contrary to the 

Lcg•slaturc's roquost lor a determination and 1epo11 on tho • total l o•word looking cost• ol 

p•ov•dmg bas1c local telecommunocouons serv•cc pmsuant to s 364.02!>14Jibl. Flomla 

Statutes. 

FCTA's tcsumony also odd•oucs LEC arguments about the ommcdonto II<Jed 101 a lolgll 

pcrman1101 uruvorsol sorv•ce fund . Tr . 40 These urgumenu must be rcjocwd nt th•s umo. 

The Lcg•slatultt '' not convanced thai o permaMnt mcchamsm as nocessurv nnd, s1ncc focal 

cornpct1110n 15 v•rwallv non--«uustent. rhe LEC abdtty to matnta•n un1vcr$al serv.ce has tlOI been 
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ervdcd. Tr 40 43 , 605 

When Chop10r 364 was amended In 1995, tho Comn11ssoon was d~toctoclto cstobhsh 

,tn onwrm "IT'echtnosn· lor o •tronsotoonal por~od" whtle competotoon emergccl. s 364.025121. 

rlooda Stm,•tcs The CommassH"•n was also cs,·octed to trncl. and annually rePOtt •the over nil 

tmp.ltt ot locul uxr .,ange compeUt•on :ln the commued ovotlabthtv of untvcrsnl se"''ce."' s. 

364.366 (111«1 Ftor~do Statutes. EKhobot 14, FPSC Order No. PSC·95 1692 FOF IP, !:.sued 

December 27, 1995 (Interim Unlversel Servoco Orderl. These protecuons wcrr put onto place 

rn an abundance ol ccuuon because 11 was undear to tho Legoslature on 1995 whot rmpact rf 

onv emero•no compet1hon woutd hove on the conlinued mamtenancc of un1VCH tti't scrv•ce 3nd. 

thcrnlo~<•. thu 11cod for fund1ng. 

Whun !he Comm•ssoon established the rnterrm umvcrsol serv•c• ·mochanosm: no costly 

funtJ wns os,cabhe~,hed Of demonstrated to be recessary_ fnteum Un•vers.-.1 Scrvece Order. 95 

FPSC 12:397; Tr 604. Instead, any LEC expenoncong nn erosron ot ns nbohty tO maontaon 

umvmsal scrvicO as a result of competJtjon is ablu to pet•hon tho Comrmstt•on or'KJ demons unto 

the neeo lot tund•OO· The peut•oncr i.S able to r...cetvt Dny nce:ert~ary tvnd1ng '" .m Ckpeducd 

manner . In tho nlmostthree years srnce thu rntenm mcchanosm was estabhshcd. no LEC has 

hlea ~ peuuon lor unovorsal urvrc~ support. Tr. 604 605 

Oospno brood LEC asscrtoons nboul tho need lor n lund on lhos proceedono. 1hc r'flpacl 

ot co'Tlpcut•on on the maintenonco ot un1versa1 serv•co hns vet co be dcmon'itrlltod lr . 42 

The record reveals that trnle to no local exchange compcuuon has emeroed s•nct• comp-.,t•t•on 

was autholllcd Jonuory 1, 1996. As FCTA wotness Ilona poonts out 

Tho total number of busmcss ncceu knos sorvnd by nil onu anlb con>b•ncd rs 
42,303 ond the total number ol residential access hnes os 13,857 Bv way ol 
compo .. son, tho three largo LECs 18ei.South, GTE Flo11da. and Sprull rlo11dal 
have apptoxmatrly 2.9 rn•thon bu51noss access lines and 7 .8 mtllton rcs•denual 
access hncs, which account lor epproxunatclv 98.5'1;. ol the lotal acceu Iones 
•n tho Suuo (the romammg 1 5"" or tho total acce15 lines t>eiOf'\g to U\C 
rema1n1ng seven mcumbont LECs). Based on mformot1on rocotvcd n~ ol 
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September 199/, tho competitors acc01.1nt for 0 S'llo overall of the total uccoss 
hne• so: :ed, l 4% o f the business access Ionas, and 0.2% of the reSidcnttol 
~•cces·, hntts. 

Tr 42-43, nuotlny c.,mpom lon In Telecommumcauons Maokots m Florodu, FPSC Oovosoon ol 

Communocato(>ll'• at l)ngc 8. Floroda Competnovo Corroar5 Auocoatoon (FCCAI wotnoss Gollan 

Hostorv has shown that ILEC claoms concernong the 't hoeat ol 
coonpeu toon· have been ... unfounded. Oospoto numerous croo• 
durong the 1995 proceodong th.ot wodespread local competouon 
was ·omrnonont", the competotoll" landscape os a lottie doftcrent 
now th<ln then. There os s till no w ldospoood local compottuon on 
Floroda ond ILEC earning• contonuo to grow. 

Tr 604·605. BeiiSouth wotnoss Manon concedes that BoiiSouth's ba>Oc rcsodcnunl scovocc 

mur~clshare os over 99%. Tr. 1156. The LECs have laolcd demonstrate thai a unoversal 

servoce fund os needed d1:e to competl1ove pressures 

Amendments to Chapter 364 durong tho 1998 sessoon onlv hoghloght tho Lcgrsla1ove 

unc~oraontv oveo the nuod lor a pcomanent fund. ThJS poococdrng os beong conducted occoH1ong 

to s 364.0251bl. Floroda S totutas, 10 assrs.t tho Lcgoslatuoe on ultimately cstoblo~hong a 

t>trmanent ·methanosm: The word ·mechan•$m· used on s 364.02Sib1 os the same term used 

on rclernng to the ontcrom unoversal servoce ·mechonosm· on s 364 0251lll ·2l. norodo Statutes. 

At; the wrth tho tn1er•m unwcrsal scrv•ee mechan,sm, tha term "'permanent mechaniSm ma~es 

no nssumptoons conceonong the need for an lmonodoate costly lund. For exomplc. ot mov bo 

appooproate too the LogiSiatuoo to simply adopt tho lntorun mechanr sm as tho pcrmaMnt 

unovrrsul se~rv>c;e rnoc:hanosm rather than establoih o costly lund. 

G1ven th•s context, the Comm1ss•on should foeu~ on •ssumg a nauow reporl to the 

Legoslature that: 11 dcteomoncsthe cost of poovodong basrc localtelecomrnunocotlons servoce 

and 2) odontlfocs what addotronal rssues should be ovnluated In future proceodongs bcfooo a 

r>orrnanent mechanosrn os ostoblishod. These oddltlonalossucs ohould Include. at ononlmum· 



1. ony ruto rcbulanc•no pormttted and the unpnct on the need tor ., unwoJSJl 

$01 .JtCO fund; 

2. the opproprrate revenue benchmark ~nd other polrcy constdurnllons. 

3. tt- overall prof•tobthty o f 1ervang re-s•denual "'ubscr•bers. and 

4. tile rlog•ee o f focal compouuon in Florrda. 

Bolla, rcbullol nt 23. Thts opprooch '' consistent wllh lil nl of other st ~t es whoro cost o l 

scrv rcc •Ssucs w ere hnndled scporotoly, See. •.e. Con•monwonlth of Kentuc~v Admtntsuauve 

Case No. 360. Notlh Caroltna Uuhues ComnusStOn • Docket No. P 100. SUB 133b. Lo<:~srana 

Public Scrv•co Commtssoon ·Order Nos. ·0·22022122093·A. U20883·A. S1.pulated E~h•bn 14. 

nnd Tcnnos~oe Docket No. 97·00888 Phose 11. 

ISSliE ONE: 

What IS the deltnltlon of the basac local telecommun•cataons serv•ce rct~ued to Ul s~chon 

364 .025(4Jibl. Flortda Statutes? 

• Tho dollnltlon contoinod in aoctlor. 364.02(31. Florida Stntuto•. should he 

utilized t or this proceeding. However. the support for universal service should 

not include ouppon for any bualness line aervlce and ohould be hmhod to the 

first tesJdentiat bne. • 

DISCUSSION: Scct•on 364.025(411111. Flonda Statutes. provtdc$ thot tho Commt s~•on shall 

deternllnc ~m.l report to the Legtslaturc the total forwrud lool "'!l cost ol provtd•no 'has" local 

1etecommurucauons se.rv•ce.· Issue one es d1rected al dNmrmn•nu the mcan1np ol the phr .. sc 

bas•c localtclocommunrcauons servrce ." The phrase •• dcltnod tn Secuon 364.07121 whrch 

s1 a1 cs: 

Btts1c tocnl telecornmuntcouons setv1c:e· moans vo•cc·grode. flal 
rnto rcsrdcnual, and flat rate Stngle·hne buftness local t>Xchango 
servrces whlch provide d•al tone. local usage necessary to place 
unhmtted cau~ wuhan 1 IOC:~I exchange area du:tl 1ono 
mulllftequencv d•allng. and access to the followoll{l: emergency 
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sorvoceo such as "911." all locally avarloble rntere>Cchongo 
compan es, duectory assosunce, operMor servrcos. relay 
••rvlccs, and on olphnbellcal d11cctoty llsung. Fot o local 
o• chnnge telocommunlcouons company, such 101m shall mcludo 
''1Y o• · ended area service toute$, and e><tended callrng setvrco '" 
o•r 1 er ce 01 otdeted by the commiSSIOn or 01 before July 1, 
199" 

Conststont wtllt punctp1c.s of tt1ntutory construction, tho dctuuuon contatncd tn sccrron 

364.02131. flotldo St atues, should be utdrzed on 1h1s prococdong. Tho approp11oto delon1uon 

of ·un1vorsol service· IS a separate rssue not specrfrcolly oddtessed 1n llus p1 ococd•ng The 

!tuppou for untversal servece shoukt not tnclu •e support lor any bus mess t•ne 5orv•ce and 

should be l•mttcd only to the fu•l rostdenltallrnc. 

ISSUE TW Q: 

F01 purpose$ ol dctermm•ng the cost ol bas.c ~al tele<:ommuntcauons ~erv•co appropuate for 

estabhshtng a permanent uncversal servJCC mechantsm. what ts the aoproprtD10 cost proxy 

mOdel to dclOrn'llnc tho total forward looktng cost of provld1no b&$1C locllllolocornmuntcmrons 

servrce pursuant 10 Secuon 364 02514llbl. Flo~tda Stolutes' 

'The oppropriote cost proxy modo! is ooe that Is consrstent wrlh IO< ward 

looking economic cosling principles and not a roflocuon of " blend of cosllno 

I I.e. embedded end TSLRICI approaches. • 

OISCUS!:ION: A• a general maucr . the approp.rate co" proxy modclrs one thol "cons~< tent 

wuh lorwdrd loc~rng econonuc coshng pnncrples and not a rellcchon of a blend of cos11ng h.e. 

embedded and TSLAICI approaches. Tr. 17 The mOdel should not oncorporotc loss cllocrent 

technology 1hnn ·~ cuHcntly avo1labla, work processes thi.\1 arc more tabor ml enstVe than 

cx•stmg llutornated procedures. or any types of past tnofl•c•enc•es Capnal costs and operaltng 

••xpcnses utlhled by $UC:h a modol mu$1 be reasonable on o forward· look•no ba''' [d. 

FCT A hOG not recommended tho odopuon o spoctiiC model on lht!J procoodong. Because 
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llCPM 3.1 ,Jnd HM 5.0a the cost m..dols are conllr'IUifl!) 10 evolve. FCTA recommend& thai tho 

CommiSSIOro •hould locus on soruot lng the approp11atu modo! rnput s. Tho rnntor 1npu1 d11vcrs 

•hat the Cornm ssron .hould addre!s aro: copper/11bcr crossover po1nt, loll I actors. structure 

~hating, cable .1nd utsodt ola >I costs. labor rates ond IOSiallalron limes. cost ol copotal. and 

opcratong e•penscs. ~hese 'lpuls nrc d1scussed In moro da1a1t under Issue Four. 

Tho Coonmrssoonshoulcl also carelullv scruhnrZc LEC·proposed cornpunv spucohc Inputs. 

To at least some ext ent . the model adopted bv tho Comm1ssoon shouto accommodate the 

tr'idMdua1 CHcumstances of mdrvtduaiLEC$. However. as more and more compnnv·spec•hc 

rnputs are selected, the model ceases 10 be a model who<:h p<oduces tho lor word lookong cost 

o l provod1nl) basrc sorvrce on a C·CIIDin goographocalarua and 1nstoad bocornos a model dcsogncrJ 

to rccovur tho costs l or a spocolrc LEC Th1s result Is mconsostont woth ~ 364 02514llbl. 

Flouda Stat.,tes. dod FCC requttements that cost models uulo1e the least -cost most efloc•ent . 

and reasonable technology for prov1d1ng the supported servoce •thnt rs cu~tcntlv berng 

"feplov~ct • Fodoroi·State Board on Unrvorsol Sorvrcc, CC Docket No. 96 4 5, fioport on<l Puler, 

fCC 97-157. 7rR !P&FI 109 01 Por 250 !"Federal UnrYmsal Sorv•ce Order"), !Released: May 

e. 19971. hhobrt 14. 

ISSUE THREE; 

For purposes ot dctorrnmmg the cost of baste local telecornmurucauons sorv1ce nopropuatc to:~ 

estabhsh•ng o permAne-nt un•vtusol serv•ce mechanrsm, should the total forward looktng cos1 

ol ba01c locol tolocommumcauons servrce pUrsuant to Soctoon 364.02514llbl, florrdo Statutes. 

be dotormm(H.t by o C051 proxv modal on a bosrs srnnllor thon n wire cu11Wt 1 If flO, on wha't 

bas" should 11 be determmod? 

• Costs may be mudelod ot tho wire een1er or tower levels for purposes o f 

develOPing an estimate of cost; but cons should be aggregated no lowar than 
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the who center level for unlvoraal aervice support purposes. • 

!DISCUSSION: For ptrrposcs Jf dovclopmg an estimate g ! the cgsts to prov1dC basoc local 

tclecommun1cot•on scrv1c«·. 1t 15 appropuato to e)(amme costs modtled at lho w~re center as 

wen as lower luvcls 0~ geO{J .JphiC diS&gQiegauon. However. for umvenol Sfawce sypgort 

JJ.Ull!OS~S. costs should oo auyegntcd nu lower than tho w 11 o ccntm !oval L• hrbot 6. I CTA's 

IRosponGe to Stall's F11st Set o l lntorrogntoroes. 

The Commossron's dec•sron conccrnong the aggrogatoon o! costs woll be an omportan t 

det~onnnt on the uhomate Stu: of the Floroda unoversal servoce fund Each cost proxy modal 

c..n drsoggregato tho costs to PrOvrde unove~sal servrco at a vory drKroto lovol . In devolopong 

cost estunoto~ . dnta os d1saggrcgatod at the w ore center lovul, Cer1su~ Oloc~ Grour>s I"CBGs'l 

Census Blockn I'Cbs"l. and even at the grod and m1crognd level Tr . 24. 

AltltuuiJit ··~th su~ceuove level ol d1saggrogauon con be helpful on locaung customers 

.1nd conf1gurono n network to servo those customers, the geogrnphoc area thot 1S uhrmately 

d(lfulf:d for ur11vcr .. nl scrv1ce suppor 1 cons1doration is csp .,claUy importoru "' cH:tcrmln•ng the 

mugmtudo ut tho suppon. As the googrophoe sorv1ng area> be1ng modeled bccomo oncroasrngly 

granular rt should be recognrzed that the alleged precrsron ot the cost eshmatc~ do~s not lully 

toke •nto occount the c~onomres ot scale and scope ungmccrod onto tho Incumbent LEC':. 

nutwor~ . Tak1ng tho level ot granulnruv to Its oxu omo. the costs nocessory to provrsoou 

un•vf!rsal serv1Ctl for one <.ustorncr may result'" h•Gh cost suppon. but the ta~tlll•cs to serve 

an adJaCent subscrober may be below the cost threshold 

The w11c center appears to be the most suitable level at wh1ch to ooore(lllte ~he costs 

to catcutato unrveroal service suppon roquorcments. Indeed, BoiiSouth w 1t fluU Putcr Marlin 

ngrces by recommcnd1ng In h1s prelrled d~rect testimony that 

lmHftllv. the torward loo1ung cost of baste telecommun•cattow .. 
f>hould be calcvlotcd at the WJJC center level. Currt1nt 
tolocommun•c.au ons nrov•ders capture daua at tllJs ltwol ot 
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d!JQrcgauon on a standerdoled basos. Therc loro. a w ore center 
hasos lor cost calculatoon would be less burdoneomo onoually than 
o•>lllO to a more targeted area o l moftsurc loko n census block 

''" " ' ' ICBGI. 

Tr . 1144· 1145. 

IS.SUE FOUR; 

For PlUposes o f dotormtn,ng the cost or basic local tclocommunlca tions servtCQ t~PPfOPflllto tor 

cs tath!1h1ng a permanent un,vcrsol servtcc mttchan1sm, for aach ot the tollow,ng categ-::ru!s 

what onput values to the cost pro•v model odenufoed on Is. e 2 rue appropnato l or each f lorida 

LEC? 

(al Ocproclutoon rates 

• FCC proscribed economic lines and net aolvaga values should bo odoptod lot 

BeUSouth and GTE. The dolouh rate of HAl 5.01 provides a suitable pro• v lor 

Spunt. • 

DISCUSSION fal: The Fodorol CommJnocouons Commossoon IFCCI rcqomus that tho 

rno<Jcl adopted by stote Commossoons utoloze economic loves ond future net sdlvaue percentages 

used tn eatculat~no deprec•auon c•pcnse w1thm the FCC-authonzed range t~nd cuucntly 

aumowcCl Clcprccoauon hv~s. llllll ~odoral Unoversal Scrvoco Order at P 50. 110 151 The 

Comu\aSSIOn Ghould rcJCCt any proposols to apply cconom1c hvos outstde the prutlCflbcd range 

and should ::.ubStihJie, 10 thetr ploco. cconomc hves and not $alvol{Jc pcu:entagcs watt an the 

FCC·3uthorotcd range 

Tho Horloeld Model adopts tho ovcrooe prOJOCtoon loves adJusted lor nut solvage value 

as detcrmoncd on tlou threr>·wav moo11nos hold betwnen tho FCC. state rcgulntorv nut horny and 

the utolny lor /G LEC study arc.ss. As c•ptooned in the Hotfocld Model 5.0o documontarton on 

pa~e 67 

ITihc model ossumos strorght·lone doprccoatoon and calculates 
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retur n on tnvestmant. tax gross-up anct deprcc•atton expenses 
~nnually on tho mKt-ye3-r value ot the tnvestment . Because 
c:ap•tnl corrv•no costs are levohzed, sub&llhi\IOn of nonlinear or 
acceluatod depreclltion schedules for strarght ·llne deprecratron 
wo.•ld lrovo nlln ost no net aflect on cnlculotod unnuol capnol 
ca11yrrg costs lasido from favorable ta• ofloctsl. 

The U:Cs .::1opt a drf'erent approach BeiiSouth wcsents roles developed by rt ,; 

Olprectauon OrganrJdtron GTE asserts thai rtS 1996 frnancraf rep9rtrng rall•s are 

r epresemauve of fcxward loo~rng condrtrons. Sprrnt relies on an outside study conduCted by 

Technology Futures. Inc. 

The Commrssron should rOJOCt the LEC apptoochas by adopung tho FCC economrc lrves 

and net • aJvage values proscrrbed for I he Florrda Oporo1trons of BoiiSouth ntrd GTE The FCC 

C:5hmales ate grounded rna comprehenSIVe u amtnahon and o flt< .1'\ Ob;ectrve aues•mem o f 

cap•tal recovery rates The FCC has not preocrrbed <ates for the Sprrnt operaunq com~anros. 

In lieu of FCC sp~crfoc rate•. the default rates of the HM 5 Oa serve •lS a surlablu pro•v Tt . 

31. 

lbl Cost of money 

• The rata of return estimated by tht HAl 6.0a sponsors appea11 more 

representauve of the LECa' fe><ward looking c:oat of capital. • 

DISCUSSION fbi: 1 he FCC requrres thai I he cost model adopted bv tho Commrssron 

\Hlhle a rate ot return at ouher the author•led tcderol rOU! of return on .nter :ilnt~ $Orvtcos. 

cu,~nllv t 1.25 percent, or tho slate's prescrrbed rato of retu rn for rmrastote scrvrces • 5.ll£ 

rox~eral Un:ver~ol Servrcc Orde• 01 1250, no. (41 Caf)ltol cos1s oppeat to boa rn&JOI d11ver on 

the model results Sprrnl and BefiSouth beheve th>t lhe FCC authonzed rato of return of 

I I 2!> "should be used"' the eost pro•v model A 12 63'1, overall c:ost ol c:ap•t•lrs pro,uc:ted 

l>v GTL Tr . 26. 

Tho ComJnt$SIOn ~hould adopt a capnal suucturo 4)nd cost o f cnpttal for u~u '" 1he 
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"n1versat se•v1ce cost proxy rttOdel that •ecogntZe.s the LEC~' network uconom•ms, ut :.cutu and 

:scope and 1110 I ncr olodt rher~ •s no meaningful compelllourl lor basic local uxchongu sorvoce 

hom tacolorocs b >~ed poovode s or lh•s tome . On a forward·lookong basos, rhe wcoghred average 

cos! ol copuol os 111 ely 10 ~e closer 10 mal endorsed on lhc He!loekl Model rn1her !han !he 

assumpuons made on lhc Br.PM 3.1 The HM 5.0 cost of copolal more appropronlely rccogn•zes 

U>e lower b11sonoss rosk aurobtJled 10 rhe onhcrem efficiencies c:lorlvod troon rho LECs' r.o1work 

vconomocs ol scale and scope os well as rhc foclthnr no mconlnglullocal cornpoutoon e>~sls 

ior haste loc.11 ~erv•cc at thts hmo. Tr . 27. 

lcl Tax ra1cs 

·No posuion. • 

ldl SupporlH>!l slluctures 

• No POSition. • 

lei Suucruoo sharong factors 

•Model inpulS lor Slnoclurc 1hnring should rcllccl o reolislic shoring Ollongcmonl . • 

DISCUSSION S!luctuJe- sharu>g relers to 1he practice at sharmg onvcsllncnl• on poles. 

·uenches. and ;onduats wnh other uhhtses and/or couu!fs. Tr. 29. Tho model tnputs tot 

suucture shaung should retloct D rcat.s·tlc shaung arrangement. The structure shaung 

p ercenwoo should rcco9nolc lhnt, ovor tome, !hero woll be more earners se11krno lhP econortuc 

benefols of slluclurc sharong. but lhe OpPorlunolres tor such shatong may lle ~onsllntncd foo a 

number ol reasons. rncludong engoneerong hmolatoons Tr 30 

The tcvol ot ... tumng o1 support structures prOJGCtod m the Hatlteld M odel,,. r.tgnlf•camfv 

ogroaiCI lhnn "' rhu BCPM 3. t . In both models. the arnoum of muc1uro sho11no dcpellds upon 

lho lypo ol sHuclurc alld rho oonsoty zone 

Thu Halftakl Model sponsors bcloeve 1ha1 1hc increased level of sha11n!] of supporl 

!i1tuclute!. on u t orword~foo1<.1ng basis IS ounbutod to •ho strong oconom•c and hnancta.l 
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mce• trves. tt'tae .,._,Ill r revad on a torwa.rd-lookmg bas.•s 

t-lrst. because uttl1t1os are now more l•kcly to enhet lace 
coo1P•llol!On or tu he regulated on tho bosoo ol theor proces !e.g. 
proce capsl rather than their costs (o.g. rotobaso). n LEC's own 
ecet·•orn•c lnconuvo 1s to share uso ot us uwoutm cnt '" outs1dc 
plaN structure Such arrangements porm•t the LEC to save 
substor•tiolly on Its outsode plant costs by sprendong these cosos 
across other utotoues or users. Second. many locahtoes now 
strongly oncourngo roont pole usage or trenchong operatrons lnr 
conduit ond buroed l acrlrlles as a moons ol monomozong the 
unsogottlrness ond/or reght-ol way cong~sllon occasooned by 
multtplo poles. Ol d1sruptlons as:...:tctated w1th mull•ple ucnch1ng 
3CIIVIIICS. 

BocuuGc ol these economic ond legol onccn11ves. nor only has 
structure sharing recently become more common. but 1ts 
oncodenco os likely to accelerotc on the future especoolly g•von the 
Tclecommuntcauons A~fs requirements for nond•scr•mmatory 
access to structufe at econom1e puccs 

ltatloeld Model Versoon 5.0o, Inputs Portfolio, Appendox 0. page 151. 

The sponscrs ol tho BCPM J. 1 rely upcn past and current experoenco woth the sharong 

ol structures wothon the stoto. The BCPM modal documentation conocmplatcs shorong ol poles 

based on "BeiiSouth Florodn·specof;c suuc1urc shorong percentages to rollcc t values 

ro•prcsentatlvo ol BoiiSouth's costs on Flohde• BCPM J 1 clocumentatoon, Scctoon 4 , Proposed 

BCPM J . I Inputs The propcnents ol BCPM J . I on other 1urosdoctoons have concluded that, 

curre,tly. 1he sharu.g "' trenches and conduit 4mong utolotles and other users os oeohooblc and 

os not practicable ot My s;gnolocantlevel. Tr 29-30. 

Cfe3rly, tho model sponsors have dolle11ng vouws on the level ol struct11r11 sharono that 

' ' fokcly to occur on o forward look;ng basos Tho ossucs •a•scd hy the Hatfrelo Moclet "ponsoro 

have me11t. The percemagu of struc.uro shoung among ut1hues and othnr user' should 

tncrease an the lutwo os more PlU1teS requue 5P8CO on a limited number o f reghts of way But 

ot •~ uncteor whether tho degree of structure sharong woll materoahtc. On the other hend, the 

OCPM 3. 1 5ponso1s' ousoluw r&unnce on cuucnt procuco 1S not roflecuvc of n lor word lookmo 
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and t>tftc1cn, cust , nalys.ts. As a result. the Commtsston shoufd rcv•so model mputs tor 

structurv shormg. b\ dons1ty zone. to roflecc 3 more reoh&t•c sh311ng auanoornent. Tho shoong 

percentage hould ecogmze that there woll be mOte carrocrs seekong the oconomoc bcnclots ol 

~.uuc·urc shaml() .._\It such opportumt•es may be consutuned lor o numbef ot reasons, •nc Jdtng 

•ngoneerong hmotn11ons. Tr . 30 

111 Foil fac tors 

• The appropriate lilllact01 should b•la c:e current end upected demond levels 

for bosic local telecommunications services •• well as accommodate the 

requirernents for administrative and modular related spare capacity over the 

economic tile of tho foodor and distribution focilllloa . • 

DISCUSSION: A fill factor represents the percontngo of the o1Ctwor~ lacolotv that 15 

beong used. Tr 27 Neother regulated or nonrogulated turns anto.:opate or dostro to be at lull 

or ·oo perccn1 ut•hlDt1on of cepoc•tv. Thus. notwor~ fnclllttO!. are cnumccrcd With an 

apprcpuoto omount ol spare copoc•tv . The spare cooac•tY con toke tho foun of ndrn•nistrauve 

spare ~necessary for network to$tmg and management lunchonsl. sparo capnc•tv ;uu butr.d 

to modul,rty (resutt~ng from the ondovosobohl~ ot certaon types ot equopmenll, ano demand 

relattd spare (necessary to serve futuro custcmers) Ill 

The lrll lnctor 5 used "' tho modo Is Dlfect tho lovol ol onvcstmom reQuorod 10 orovocle 

servtcos to customers. Lower than necessary ut•hzotaon r3tt:s ~ncr ease cotulloop 1nvestment 

because the mcrease '" capactty assocrated w-•th lower till lactors tncreases the amoum of 

loop plant u~od 10 deliver telecommuntcatoons servoces. Opumostocanv robu>t loll f~ctors mov 

JI!OPa<drlc tho quohtv of scrvoco. 

Tho opproproate loll factor used by the Commossoon on the coso proxy model >hould 

balance current and expected demand le,els tor tho supparted servocos as well as 

accommodate tho requrrements for adminr5tr4ttvo and modular rclatud spare cnpocny over 1ho 
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economu ... hie ot 1ho feeder ~md d1stt•but•on facdJttOS. Tt. 28. 

101 Mnnllolus 

• No po .. ition. 

Chi Ftber cabl~ co~ts 

• Tho Commiulon should requt<e additional suppoll for tho BCPM 3 .1 Input values to 

ensure tho valuos are supported by nctuaJ vandot lnform11tlon . • 

hi Copper cable costs 

• The C .~mmission should require additional suppon l or the BCPM 3 .1 input values to 

ensura the values ore auppotted by actual vendor information . • 

DISCUSSION lor fh) nnd fit: The FPSC should roqu11o oddtttonal support for the BCPM 

3. I "PUt value~ to ensure the values oro supported by ectunl vendor mformauon. lito FPSC 

should also dctormmc w~ether tho BCPM 3. I onputs tnappropuately retlcct hts:ottcal 

uxpeuenco t•.e. embedded costS I or arc more appropttotolv •nd•cauve of the torward·lookmg 

opcrat l, ns that on c ll•clent corrler would be likely to oncur on n compeuuvu morkot. 

The Hnthold Model sponsors ndmtt thattne prc;pflcty claoms of swotctung ononufacturers 

and vendors ot outstde plant tacoltues tnGreese the dtlltculty ol csttmoung tho acqutsttton costs 

too such ncs·vork tactltt<es as central olhca swttchcs, 1md cor.pcr and lobct opltc cable. HM 

5.0a documontnt•on. Inputs Portfolio, pogo 10. The BCPM 3. I sponsors drnw upon tho 

opontons ol cnu•noers to compliment the usc ot stale srJectfoc data regardtng I he cosss to 

engtneet. furntsh, and •nst:tll network. tacthhes. T'l'te vendor puces tor the tac•lrt&as me deemed 

proproesory by tho BCPM 3.1 sponsor: The BCPM sponsor~ are Cllltcal o l thu network 

tactlolteS p11Ce& Ulllized In HM S.Oa 

In lh•s context. the Comm1sseon cannot ba assured that ahe pttccs for ~wt1r.h1ng and 

outstde plant network ta,cihues used 1n tho mt»dels reflect torward·loolo;u'(J conditiOn$ un!e$S 

addtltonal suppon tor the BCPM 3 I mput values tS requuod More rel•eblo !lata should be 
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obtaoned from 11 ~ BCPM 3.1 sponso•s- undeo propuota•y protecuon- on order to dotcomone 

whether the value. lhi>Ut •nt'> the node! are supported by nctual vcndoo rnloomatoon Tr. 35. 

The supportrng documcnt~uon may onclude vendor rnvorcos !hat can be veultcd woth ondovodunl 

consuuctton wOfk 01dc. surnmnnos that C('pturc vendOf mateftal cos ts, contr actor lnt>Or r.oscs. 

end company labor costs. Ill 

ltl Drops 

• No posicion. • 

lkl Nelwoo k ont crlaco dovocos 

·No position. • 

Ill Outsodc plant mo x 

• No position. • 

tml Dognal loop carrocr costs 

• The Commin ion should require additional aupport lor the BCPM 3,1 input ••lues to 

ensure the values nru supported by actual vendor lnlormotJon. • 

lnl Termonal costs 

• The Commission should require additional support lor the BCPM 3 .1 input values to 

enst..re the values ere svpponed by ectu•l vendor infOfmation . • 

DISCUSSION of lml end lnl: The FPSC should requ re addotoonal supporo lor tho BCPM 

3.1 onput values to ensure the values arc supporocd by actual vendor onlormatoon. The rPSC 

s hould also detcrrmno whether the BCPM 3. 1 onputs onapprOJlllatcly rotlcc t hostorocal 

cxpcuence t1.e. e-mbedded costs) or ttre more appropun,elv •nd•callve o f tho forwarcl 1ook1ng 

operauons that an cfftc1ent carr~er would be ldu~lv to •nc:ur tn a compettttve market 

lol Svmchong costs and assocrated vauab es 

' The Commlu lon Jhould require additional aupport for tho BCPM 3 .1 Input values to 

ensure 1he vatuoa oro supported by aclulll vondor In formation. • 
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DISCUSSION: The FPSC should ICQune ouldiiiOnJI flocumcntdhOfl lur lh1• IICI'M J 1 

tnrul values to ensuru the vo lucs me supported bv actuo11 vendor mtormnuon l hu FPSC 

should als:~ d etcrm1no whether BCPM 3. 1 rnpu ts lnnpptop .. atcly rellect h1stor~cal upcr~onco 

t• •. cmbl'ddcd costs) or oro more uppropuatuty tnd•cot•vc of the lorward lookmg operatiOn!. 

that an ,.,hctent earner would be h~ely to nlCur m a competitiVe market 

The Hotl teld Model sponsors admit that the proonota•v clauns ut s,wnctunu 

manulacturcn and vondOfs ol outside plant lac•hltc~ 1ncrenses the d•llrcultv ol o•slunal•fl!l the 

dCqursot•on costs fo1 such nctwor~ facohtles as central oll rco swnchcs and copper ond hbc• 

OPtiC cable. The BCPM ~ponso1s d•aw upon tho opm•ons of cng•neers to compl1ment the use 

of state spectltc: dato rege1d1ng the costs to eng.neer. lurmsh. and •nstoh networ ... lacthHea 

Thu vendo• p11ces lor the facll•l!es a•o deemed propuorory bv tl.~ BCPM sponsoll 

Smce the 8CPM sponso•s are cr~tocal ol the p11ce• lot networ~ facrlotrcs usud '" the 

ltdlhcld Model, ot seems reasonable for the CommiSSIOn 10 •oquue 3ddillonnl fiuPf\Ort lor the 

BCPM onput voluus. Tho CommiSSIOn sh~uld seek more reliable dnta hom tho BCPM sr>onsora· 

undct propuetary protoctlon·ln order to determine whe ther thu values •nnut mto tho rnodcl are 

nupported by actual vendor •nlormatron. Tr. 35. The ·.uppollrfl{J documentatron may mclude 

vendor •nvo•ces that can be veflfied with mchvtdun1 c;onsuurtton work order r.urnm,luc~ that 

rapturo vendor matoual costs, contr actor labor costs and companv Jabot costs . In the end. 

hov.ever, 1h1~ dota must be analyzed for consrstcncy l'll!h torword•lookmg dnd olhcmnt co~t 

tCQuuoments . T1. 35. 

lpl Tralfrc dota 

IQI Srgnahng system costs 

• Tho Commission ahould require edditlonnl suppoll lor tho BCPM 3. 1 Input vnlue s to 

ensure the values oro I'Upponed by 1~uol vendor information . • 
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(r) Trt.nsport sy<tem ~:osts nod ossocrated varrables 

"The Comrr.1oslon should require additional oupporl lor tho BCPM 3.1 input values t o 

ensure tho val"e~ nre supported by actual vendor informetion . • 

DISCUS$101.: of (ql end (r): The FPSC should requuc oddttronnl support lor the OCPM 

3 . 1 mput values to unsure the values are supported by actual vendor rnforrnauon. The FPSC 

should also determine whether the BCPM 3.1 rnputs mopproprratelv reflect hrsto<ocaf 

t! XI>Ci ocncc h.e. embedded costs! or are more approprrately mdrcatrve of tho fo·wol(f.lookmo 

operatoons that an ctlrcrcnt carrier would bo hkofy to mcur rn n compcmrve market . 

lsi Expenses 

·The estimates developed by tho BCPM 3.1 end HAl 5.0o models lack odequato 

support nnd do not provide rea~oonable assurance that tho levels nre 

reprosente tive of an efficient carrier operating ln o competitive ~nvironment. • 

DISCUSSION: The estimete of operatong e•pcnses developed by the BCPM 3 . 1 model 

lack s adequate support and does not prr>vrde reasonable assurar\cc thnt tho lovcls arc 

tCJncscmatave of an cfltclent earner oporattng m a compct•t•vo rnarket. The FPSC should 

rcqurre BeiiSouth. Sprrnt and GTE to provrde detarlcd documentation supporting otthcr the 

adJUStments they havo made to recast embedded cost acttvrty as lorvvard·lookrng oxpcnsos 

or. rn tho case of BeiiSouth. provide t11e dotarl that Is rclred upon from other cos t studrus 

prepared by tho company. Tr. 39. 

The level of e>porating e• Penscs greatly affect tho cost estrrnutcs developed by the 

models ro provtde universal sonncc. In past vorstons o f the BCPM, 1t was eSI•m:ued I hat an 

average of up to 40% 10 50% o f the cost ol unuvcrsal scrv1ce wns nttub.utahte to the opuraung 

oxpenS<!s o f the company. Tr. 36. 

In the BCPM 3 . 1. operating expens<lS .,..c Input as cxponsus per ~rne or as a percen tage 

o f rnvestment. BciiSouth used the same plant· spccrhc c • pense lnc tors devuloped l or rts 
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l"SLAIC cosl sluc!oos Gubrnoued July 31, 1998 on Dockul No. 980000A·SP. Tr . 36. Tlio 

operalong ~xper ses for Spron1 were deroved from l he aclual opero1ong o•ponses oncuu ed on 

F • .,oda ,., 1997 Ill. GTE also uses 1997 actual operaung expenses as lho basos for 11s BCPM 

3.1 lro,ul v , luo!s. GTE. however, rnokes n seroos ol Od)Uslmoms h.o oui ·OI ·pcrood 

normoht al '"'•· goong l or word 8dJUSi monls, and yellow pogo revenues ad,usl.~oomsJ on order 

to reco51 lho ac1ual 1997 e•penses as IO<ward·lool<ong Ill. 

Tho Hatfoeld Model sponsO<s ocknowlodge the dllhcully In devolopong torward·lookmg 

cost C!tllmatas tor the opera tions ol tho me rnbcnt local oxc hangc prov•dors: 

Esumalong LEC oporaung costs os more dol loculi than esuma1ong 
capotal cos1s. Few publicly avaolable IO<ward lool<ong cos1 s1udoes 
are avaolable hom 1he ILECs. Consequcmlv. maoy ol lho 
operaung cost estimates developed hero must relv on 
relationships to and wothin historic31 ILEC cost mlormouon os o 
POmt ol dcpanure fO< estlmeung lorwatd·looklng opcrat•·•!J costs 
While ctu taln ol these cosll are clo•ely hn\ed to lhe number ol 
Iones provoded by 1he ILEC, other categoues ol opcra1ong 
expenses aro relaled moro closely to the levels ol 1hu11 related 
mvestmonts. For th1s to&son, the Expense Modulo develops 
factor• lor num~rous upenso catego11os and npphes the se 
lac1ors both aooonst onvestmen, levels and demand quantotocs las 
DPPIOPIIDtel generated by prevoously modules. 

Hal held Model Versoon S.Oa documentauon page 68 

Tho esumatos ol opcrnung exponoos developed l>y hOih models lack nrloquntc &uppor t 

ttnd tto not provtde tho Commi5StOn reasonable assutancc thai the teveJ& tlre rcprescntat•vc ol 

an etftctent carraer o..,eralUlg .n a compe11ttvo market ror •nstancc, &he rorward·Lool(mtJ 

Network Opcrntoons Fa~tor Input ol rhe Hal hold Model nssun1os 1hn1 tho Incumbent LEC wo11 

reduce 1hos type ot expense by 50% from tt1o currcn1 level reporred on ARMIS The 

assurnptoon os supported by the Slaternent 1hat "ARMIS·bued network operations eapenus 

.are • by defonltion a function of telephone compal\y embedded costs. As reponed, lhuse costs 

.are artificially high because lhoy reflect antiquated syllumt ond practices lhnl nro mora coSily 

lhan 1he modern oquipmonl end prectlc., thotlhe HA Model assumes w oll be installed on e 
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forw•rd-looking basis· HM S.OA documentatiOn, Inputs Ponoho, page 120. The relevancy and 

'rcuracv of tho documen1a11on used to support opcratrng e><pcose mputs to the modclr$ also 

qucstronDIJ1e. Tr. 38. 

Til~ d~cum lntatron suppertrng the BCPM sponsors' v rcw ol forward lookrno opcroung 

e•p~nscs 1S flawed 1n o d1ffcrem sense. The BCPM sponsors ossert th~t lhu orrcrntrii{J 

expenses generate<! by r:.e model life forward-look1ng as a result ot adtustments mdde to the 

,,.,,cnses. Although the adJUStments may ~pproprrately exclude spec1l1c oxpcr.scs on a 

lorward·lookmg bo515, the Cornn11ssron srmply does not hove suff1t1ent 1nlormnuon tt. 1udge 

tho opproprratent1ss ol :ho adjustments w i thout moro dotarled frlrnos. It ts not 111 oil clcnr 

whet'ler the BCPM est1mate of operaung expens~ allegedly rcqurred to support bn5rt local 

serv.cc •oc.tude c.ategOffCS ol expenses tha1 ou! •nct.mftd ma•nlv to prov•do compol•t•ve and,or 

d1scret•onarv servoces. Tr 39. 

In th1s context. the CommiSSIOn should rOQuiiC tho LECs 10 provrde more detmled 

doeurnentauon ~upportlnu cuhor the edtustment5 they hovo made to rer•tst embedded cost 

dCIIvrty as forward·lookrng expenses or, 1n the coso ol BciiSouth, provrdc tho detorl that 15 

relrL'<I upon from other cost • •ud1cs prepared by the company Ill.. 

It I Other rnputs 

•Tho Commission mull determine, basod upon sound engineering prac1lces. tho 

npproprlote economic cross·over point li.e. a threshold where fiber fecilltles nro 

used in lleu ol copperl to be utlliled In tho cost proxy models. • 

DISCUSSION: The copper/hber crossover po1nt refers to the threshold where Iober 

locrht1es are used 1n heu ol copper fac1lt11es Tr 32 Tho tlCPM rs dcsrgnod to lrn11t cop""' 

loop lengths 12.000 lees BCPM 3 . 1 Model Methodology documentatiOn, Appcndrx C page 

125. Tho Hat held Modolspoc111es a default t~ot no totol copper loop length, rncludrng Ieeder 

un<1 d1stribuuon. oxcoods 11 user ndjustoblo pornmctor ol 18,000 loot . HM &.Oo 
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docum~ntatton. Model Oescupt on. page 20. 

Tt ·~ Commtssoon shJuld determone, based upon sound cngtneeflng proct tcos. the 

appropruuc •Jcono·mc ·:ro:..sovetr pomt to be u::Jucf •n rho co&t proxy modols. ·rr. 33. 

tS.SJlE EIYE: 

I.J} For purposes o~ determ•nmg the cost ot bo~tc local telec.ommumcnt•ons servtce 

appropnate for establtShtng a permanent umversal scrvtce mecharusm. lor winch Hortda 

local e• change compantes must the cost of baste local tolocommuntcauonr sarv•co bo 

dotctmtncd usong tho cost pro• v model ider tfted on l ~sue 2' 

• The cost of boslc loco I telecommunic.atlona service should be determined for 

BeiiSouth. GTE e nd Spnnt . • 

lbl For each of tho LECs •donhhed •n tal, what cost •esults hom ustng the utput values 

tdenttfted 1n lssuo 5 In the cost proxy modoltdonuftod m ls~ue 2? 

• No position. • 

ISSUE SIX: 

t.tl for purposes of dctcrmtnlng the cost ol b\l~•c local lolccomrnun•cot•ons scrvtce 

approprtate for o!aabt1shmg a permanent umver!inl ~orvtco mech~ntsm. ::.huuld tho co~1 

ol bD~te lo~ollolo~ommuntcauons 5ervlcc for ooch ol tho LECs that sorv11 ltiwm than 

100,000 accos~ l1nos bo computed ustng tho cost Jltoxy model tdontthod "' ,,,•.ue 2 

... ,..uh the mput values tdentefled '"Issue 4? 

• No position. • 

litl II ves. lor each of the I ECs that serve fewer thon 100.000 accu.,, hnes, what cost 

results horn ustng the input valuer. tdcnttf•ed •n ls:.uc 4 .n tho C0$1 proxy model 

•dentefted en Issue 2? 
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• No posltion. • 

let If not, l~r e'ICh '>f the Flonda LECs that serve fa war than 100,000 access lrnes, what 

approach ~houll bo employed to determine tho cost ol basrc local telecommunrcatrons 

service and w rrat Is the rcsultrng cost ? 

• No posi1ion • 

CONCl USION 

The CommiSsron should rssue a narrow repon to tho Logrslaturc that : 11 dolormrncs lhc 

totnl forward·loo~mg cost of basic local telect..nmunrcotron~ servrco: an<l 21 rocomrnonds 

addrttonal Issues to bo resolved by the Commrsston. srmllar to the wuv other state 

Comn>rssrons havo dono, before any permanent mochonrsm rs estabhsncd. Those •ssucs 

1nclude, dt mrmmum: 

1. any rato robalancrng permruod and tho rmpact on tho need lor a unrvcrsal 

servrcc fund; 

the appropria te rcvonuo benchmark ond othor polrcv consrderutrono: 

3 the overall prohtabrlrty of servu•g resrdontrul subsc11bcrs; and 

4 the degree of local compeutron rn Florrda 

Rospectfullv submrtlcd thrs 2tJJ day of November. 1998 

Lu~'---
Vrco Prosrdont Regulatory Aflarrs 
Flo<rdo Cable Telecommun.catrons Assocrat•on 
310 N Monroe Street 
Talahassee, FL 32301 
T cl: 850/681 · 1990 
Fa• . 850/68 1·9676 

Attorney tor FCT A 
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