
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

210 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

I n  the  M a t t e r  o f :  

'ETIT ION OF COMPETITIVE CARRIERS 
'OR COMMISSION ACTION TO SUPPORT 
-0CAL COMPETITION I N  BELLSOUTH 
rELECOMMUNICATIONS, INC.  ' S 
SERVICE TERRITORY. 

I E T I T I O N  OF A C I  CORP. d / b / a  
XCELERATED CONNECTIONS, INC.  FOR 
;ENERIC INVESTIGATION TO ENSURE 
rHAT BELLSOUTH TELECOMMUNICATIONS, 

\ND GTE FLORIDA INCORPORATED COMPLY 
J ITH OBLIGATION TO PROVIDE 
4LTERNATIVE LOCAL EXCHANGE CARRIERS 

i F F I C I E N T  PHYSICAL COLLOCATION. 

. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  

[NC., SPRINT-FLORIDA, INCORPORATED, 

J ITH FLEXIBLE,  TIMELY, AND COST- 

/ 

DOCKET NO. 981834 - T P  

DOCKET NO. 990321 - T P  

ELECTRONIC VERSIONS OF T H I S  TRANSCRIPT ARE 
A CONVENIENCE COPY ONLY AND ARE NOT 

THE OFFIC IAL  TRANSCRIPT OF THE HEARING, 
THE .PDF VERSION INCLUDES PREFILED TESTIMONY. 

VOLUME 2 

Pages  210 through 394 

DROCEEDI NGS : HEARING 

3EFORE : CHAIRMAN BRAULIO L. BAEZ 
COMMISSIONER J. TERRY DEASON 
COMMISSIONER L I L A  A .  JABER 
COMMISSIONER RUDOLPH "RUDY" BRADLEY 
COMMISSIONER CHARLES M. DAVIDSON 

DATE : Wednesday,  J a n u a r y  28, 2004 

TIME : Commenced a t  9:30 a.m. 
Concluded a t  5: 10 p.m. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

211 
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P R O C E E D I N G S  

(Transcr ipt  continues i n  sequence from Vol ume 1. ) 

CHAIRMAN BAEZ: And we have Witness Lester. 

MR. TEITZMAN: S t a f f  would move t h a t  Pete Les ter ' s  

-ebuttal  testimony cons is t ing  o f  11 ( s i c )  pages f i l e d  A p r i l  18, 

2003 be entered i n t o  the  record as though read. 

CHAIRMAN BAEZ: Show the  rebut ta l  testimony o f  

Jitness Pete Lester moved i n t o  the  record as though read. 

MR. TEITZMAN: Mr. Lester had three exh ib i t s  attached 

to h i s  testimony e n t i t l e d ,  "PL-1  through PL-3,"  and s t a f f  would 

"equest t h a t  those be moved i n t o  the record as a composite 

i e a r i  ng e x h i b i t  . 
CHAIRMAN BAEZ: Show the  hearing exh ib i t s  i d e n t i f i e d  

9s PL-1, 2, and 3 i d e n t i f i e d  as hearing exh ib i t s  - -  Composite 

: xh ib i t  33 and moved i n t o  the  record wi thout object ion.  

(Exh ib i t  33 marked f o r  i d e n t i f i c a t i o n  and moved i n t o  

the record. ) 

FLORIDA PUBLIC SERVICE COMMISSION 
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REBUTTAL TESTIMONY OF PETE LESTER 

Q .  

A .  My name i s  Pete Lester  and my business address i s  2540 Shumard Oak 

Boulevard, Tal lahassee, F l o r i d a  32399-0850. 

Q .  

A .  I am employed by t h e  F l o r i d a  Pub l i c  Serv ice  Commission (FPSC o r  

Commission) as an Economic Analyst  i n  t h e  Finance and Tax Sect ion  o f  t h e  

D i v i s i o n  o f  Economic Regulat ion.  

Q .  W i  11 you b r i e f l y  summarize your educat ional  background and exper ience? 

A. I received a Bachelor o f  Science degree i n  Finance from F l o r i d a  S t a t e  

U n i v e r s i t y  i n  March 1978. I n  June 1980, I received a Masters o f  Business 

Admin is t ra t ion  degree a l s o  f rom F l o r i d a  S ta te  U n i v e r s i t y .  I n  August 1980, I 

began work as a ma te r ia l  p r i c e  ana lys t  f o r  Avco Aeros t ruc tures ,  a major 

aerospace subcontractor  i n  Nashvi 1 l e ,  Tennessee. My responsi  b i  1 i t i  es i nc l  uded 

prepar ing b i d s  f o r  subcontracts ,  analyz ing p r i c e  var iances among vendors, 

p r i c i n g  p l  an changes, and he1 p i  ng customer and government a u d i t o r s .  

Please s t a t e  your name and business address. 

By whom are  you employed and i n  what capac i ty?  

I n  September 1981, I j o i n e d  t h e  S t a f f  o f  t h e  Commission a s  a s t a f f  

ana lys t  i n  the  D i v i s i o n  o f  Water and Wastewater. As an ana lys t ,  I was 

responsib le  f o r  r a t e  s t r u c t u r e  issues on f i l e  and suspend r a t e  cases and f o r  

a1  1 f i nance ,  account ing,  and r a t e  s t r u c t u r e  issues f o r  s t a f f - a s s i s t e d  r a t e  

cases, overearnings i n v e s t i g a t i o n s ,  and c e r t i f i c a t e  cases. I n  a d d i t i o n ,  I was 

responsib le  f o r  case coo rd ina t i on  and schedul ing,  p resent ing  s t a f f  p o s i t i o n s  

t o  customers a t  customer meetings , responding t o  customer complaints , and 

conducting research p r o j e c t s .  

I n  August 1990, I was promoted t o  an Economic Analyst  p o s i t i o n  i n  t h e  
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Finance Section i n  the Division of A u d i t i n g  and  Financial Analysis. I now 

work i n  the Division of Economic Regulation. My respons ib i l i t i es  include 

a d v i s i n g  the Commission on the appropriate cost of equity,  capital  s t ruc ture ,  

and  overall cost of capital for regulated companies i n  ra te  cases a n d  other 

proceedings . 

Q .  Are you a member of any professional associations? 

A .  Yes. I am a member of the Society of U t i l i t y  and Regulatory Financial 

Analysts (SURFA)  . I have been awarded the professional designation Certified 

Rate of Return Analyst  ( C R R A )  by SURFA. This designation i s  awarded based 

upon education, experience, a n d  the successful completion of a written 

exami n a t  i o n .  

I n  addition, I have been awarded the professional designation Chartered 

Financial Analyst ( C F A )  by the Association for Investment Management and 

Research ( A I M R ) ,  of which I am a member. A CFA i s  awarded based on the 

candidate h a v i n g  qua l i fy ing  work experience, meeting AIMR’s standards, and  

passing three exams. 

Q .  

A .  I t e s t i f i e d  for  s t a f f  i n  Docket No. 920733-WS, Docket No. 940620- 

G U  a n d  Docket No. 940276-GU regarding General Development U t i l i t i e s ,  Florida 

Public U t i l i t i e s ,  and  C i ty  Gas Company of Florida, respectively. I also 

t e s t i f i ed  for  staff  i n  Docket No. 010006-WS regarding the Commission’s water 

and  wastewater leverage formula. The subject o f  my testimony was cost of 

equity a n d  capital  s t ruc ture .  I n  a d d i t i o n ,  as a Commission s t a f f  member, I 

have participated i n many ra te  and  regul atory proceedings . 

Q .  

Have you previously t e s t i f i e d  before the Commission? 

Yes. 

What i s  the purpose of your testimony? 

-2- 
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2 ;  7 

A .  The purpose o f  my test imony i s  t o  rebut  t h e  d i r e c t  test imony o f  Ver izon 

F l o r i d a  wi tness Dr. James Vander Weide. S p e c i f i c a l l y ,  I disagree w i t h  Dr. 

Vander Weide’s recommended cos t  o f  equ i t y  , h i s  recommended c a p i t a l  s t r u c t u r e ,  

and h i s  recommended r i s k  premium. I prov ide  an a l t e r n a t i v e  cos t  o f  e q u i t y ,  

c a p i t a l  s t r u c t u r e ,  and weighted average cos t  o f  c a p i t a l  f o r  use as an i n p u t  

i n t o  t h e  cos t  model f o r  p r i c i n g  Ver izon F l o r i d a ’ s  c o l l o c a t i o n  se rv i ces .  

Q .  

A .  

Q .  What a re  your comments about Dr. Vander Weide’s est imate o f  Ver izon 

Do you have e x h i b i t s  t h a t  accompany your  test imony? 

Yes. Attached t o  my test imony are  E x h i b i t s  PL-1 through PL-3. 

F l o r i d a ’ s  cos t  o f  equ i t y?  

A .  Dr. Vander Weide’s est imate o f  t h e  cos t  o f  e q u i t y  i s  based on a 

q u a r t e r l y  vers ion  o f  t h e  Discounted Cash Flow (DCF) model app l i ed  t o  t h e  

Standard and Poor ’s I n d u s t r i a l s .  For t h e  growth r a t e ,  he uses forecasted 

fu tu re  earnings growth as prov ided by I / B / E / S  through Standard and Poor ’s 

Compustat Database. He uses A p r i l  2002 stock p r i c e s  and growth fo recas ts .  

He c a l c u l a t e d  a market-weighted average o f  14.13% as h i s  est imate o f  Ver izon 

F l o r i d a ’ s  cos t  o f  equ i t y .  I disagree w i t h  h i s  exc lus i ve  use o f  earnings 

growth and h i s  proxy group o f  companies. 

Q .  What i s  your disagreement w i t h  t h e  use o f  earnings growth? 

A. I b e l i e v e  the  exc lus ive  use o f  earn ings growth i n  a DCF model can 

overest imate t h e  cos t  o f  e q u i t y .  The DCF model i s  a d iv idend d iscount ing  

model and t h e  growth r a t e  component descr ibes growth i n  d iv idends.  

Managers t r y  t o  avoid d i v idend  cu ts  and they  w i l l  r a i s e  t h e i r  company’s 

d iv idend on ly  when they b e l i e v e  i t  can be susta ined.  For t h i s  reason, year -  

to -year  changes i n  earnings per  share can be more v o l a t i l e  than year - to -year  

-3- 
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changes i n  dividends per share. Projected dividend growth can d i f f e r  from 

projected earnings growth. Therefore, I believe some weighting should  be 

gi  ven t o  projected dividend growth. 

Q .  What i s  your disagreement w i t h  the S & P Industr ia ls  as a proxy group? 

A .  I basically agree w i t h  Dr. Vander Weide t h a t  t he  appropriate cost of 

equity for  collocation should be based on required returns for  competitive 

companies. However, t o  measure the cost of equity for  companies i n  

competitive markets, I believe a broad proxy group of companies i s  necessary 

t o  ref lect  the range of risk and  return character is t ics  of such companies. 

Q .  

i n p u t  do you recommend? 

A .  I recommend a cost of  equity of 12.64% as a n  appropriate i n p u t  for the 

cost model for pricing collocation for Verizon Florida. I calculated t h i s  

cost of equity by a p p l y i n g  a quarterly DCF model t o  a proxy group of 657 

dividend-paying stocks covered by the Value Line Investment Survey t h a t  had 

posi t i  ve projected dividend growth and positive projected earnings growth. 

I used the same DCF equation as Dr. Vander Weide, which i s  shown on his 

E x h i b i t  JVW-1. I used February 2003 stock prices and  forecasts as reported 

by Value Line and I included a 4% f lotat ion cost allowance. 

What al ternative t o  Dr. Vander Weide’s estimate of the cost of  equity 

I n  theory, dividend and  earnings growth should be the same i n  the long 

run. However, w i t h  shorter term projections, earnings and  dividend growth can 

be d i f fe ren t .  Therefore, for  the projected growth component of the DCF model, 

I used the average o f  Value Line’s projected dividend growth rate a n d  

projected earnings growth r a t e .  

I eliminated 75 companies t h a t  had results below the forecasted BBB bond 

-a- 
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2 ;  9 

yield as reported by the February 1,  2003 Blue C h i p  Financial Forecast. Since 

investors require a higher return on equity t h a n  on debt,  resul ts  below the 

cost of debt are i l l og ica l .  On the h igh  end of the  dis t r ibut ion of re turns ,  

I eliminated 11 resul ts  t h a t  were more t h a n  three standard deviations above 

the mean. These h i g h  resul ts  were driven by growth rates t h a t  may not be 

sustainable.  After eliminating ou t l i e r s ,  the average DCF resul t  i s  12.64%. 

On E x h i b i t  PL-1 ,  I provide the calculation of my recommended 12.64% cost of  

equity and  my proxy group of companies. 

Q .  Why are you recommending using companies i n  competitive markets as a 

proxy group for determining the cost of equity for  collocation? 

A .  I believe the r isks  facing the wireline telecommunications network, 

including collocation, have risen t o  the level of r i sks  faced by companies i n  

competitive markets. Current risk factors for the  incumbent local exchange 

ca r r i e r s ’  (ILECs’) network include wireless subs t i tu t ion ,  par t ia l  network 

bypass by a l ternat ive local exchange car r ie rs  ( A L E C s )  , cable telephony, and 

internet services.  Bypass risk i s  moderated somewhat by the financial 

dis t ress  i n  the ALEC sec tor .  

I n  addition, i n  announcing i t s  Triennial review of unbundled network 

elements (UNEs), the Federal Communications Commission ( F C C )  c la r i f ied  t h a t  

the risk-adjusted cost of capital  used i n  calculating U N E  prices should 

ref lect  the risks associated w i t h  a competitive market. 

The required returns for  a broad group of common stocks ref lect  the 

range of r isks faced by companies in competitive markets. I believe t h a t  the 

use of market d a t a  for a diverse group of companies i n  competitive markets 

yields a n  appropriate cost o f  equity for pricing Verizon Florida’s collocation 

-5- 
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serv ices  . 

Q .  

s t r u c t u r e ?  

A .  Dr. Vander Weide recommends a market va lue c a p i t a l  s t r u c t u r e  o f  75% 

e q u i t y  and 25% debt .  He bases t h i s  recommendation on market value c a p i t a l  

s t r u c t u r e s  f o r  t h e  S & P I n d u s t r i a l s  and a group o f  telecommunications 

companies f o r  t h e  f i v e - y e a r  pe r iod  1997 through 2001. 

Q. Do you agree w i t h  Dr. Vander Weide’s recommended c a p i t a l  s t r u c t u r e ?  

A .  I agree w i t h  t h e  concept o f  a market va lue c a p i t a l  s t r u c t u r e  f o r  use i n  

c a l c u l a t i n g  t h e  cos t  o f  c a p i t a l  of companies opera t i ng  i n  compet i t i ve  markets 

bu t  I disagree w i t h  Dr. Vander Weide’s p a r t i c u l a r  ve rs ion .  I note t h a t  Dr. 

Vander Weide’s recommended 75% equ i t y  r a t i o  i s  e s s e n t i a l l y  t h e  same as t h e  

market value e q u i t y  r a t i o  f o r  telecommunications companies i n  2001. I b e l i e v e  

i t  i s  appropr ia te  t o  use recent  data f o r  c a l c u l a t i n g  t h e  market value c a p i t a l  

s t r u c t u r e ,  as opposed t o  h i s t o r i c a l  ranges, and match t h e  cos t  o f  e q u i t y  and 

c a p i t a l  s t r u c t u r e  t o  t h e  same pe r iod .  

Q .  

A .  F inanc ia l  theory  supports t h e  use o f  market va lue c a p i t a l  s t r u c t u r e s .  

Market values are  t h e  bes t  expression o f  an asse t ’ s  earn ing powe , cash f l o w ,  

and debt se rv i ce  a b i l i t y .  Fu r the r ,  t h e  goal o f  f i r m s  i n  compet t i v e  markets 

i s  t o  maximize t h e i r  shareholders ’  wea l th .  A cos t  o f  cap i ta  based on a 

market va lue c a p i t a l  s t r u c t u r e  i s  cons i s ten t  w i t h  t h i s  goa l .  

Q .  What c a p i t a l  s t r u c t u r e  do you recommend? 

What a re  your comments regard ing Dr. Vander Weide’s recommended c a p i t a l  

Why do you support  t h e  concept o f  a market va lue c a p i t a l  s t r u c t u r e ?  

A .  I recommend a market value c a p i t a l  s t r u c t u r e  of 71% equ i t y  and 29% debt 

bdsed on the  market va lue c a p i t a l  s t r u c t u r e s  for t h e  th ree  Regional B e l l  
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Operat ing companies (RBOCs) w i t h  investment grade bond r a t i n g s  - Be l lSouth  

Corporat ion,  SBC Communications, and Ver izon Communications. My c a l c u l a t i o n  

o f  t h i s  c a p i t a l  s t r u c t u r e  i s  presented on E x h i b i t  PL-2 .  I used book values 

f o r  sho r t - t e rm and long-term, debt as o f  December 31, 2002. For e q u i t y  I used 

market values as o f  February 2003. I note t h a t  market values f o r  investment-  

grade debt w i l l  be c lose  t o  book va lues.  Cur ren t l y ,  bond p r i c e s  i n d i c a t e  t h a t  

t h e  market value f o r  long- te rm debt i s  somewhat g rea te r  than book va lue .  

I est imate t h a t  t h e  market value c a p i t a l  s t r u c t u r e  f o r  my proxy group 

of companies i s  74.4% bu t  t h a t  i s  based on book values f o r  debt t y p i c a l l y  from 

December 2001. Therefore,  I have chosen t h e  more conserva t ive  and more 

cu r ren t  market value c a p i t a l  s t r u c t u r e  based on t h e  RBOCs. 

Q .  Is t h e  use o f  market-value-based c a p i t a l  s t r u c t u r e s  c o n t r o v e r s i a l ?  

A .  Market value c a p i t a l  s t r u c t u r e s  have no t  been w ide ly  employed i n  UNE 

proceedings. Though f i n a n c i a l  theory  s p e c i f i e s  market va lue c a p i t a l  

s t r u c t u r e s ,  I be l i eve  a conservat ive approach i s  warranted s ince  market values 

f o r  e q u i t y  vary considerably  and can r e s u l t  i n  very h igh  l e v e l s  o f  e q u i t y  i n  

the  c a p i t a l  s t r u c t u r e .  This  can imp ly  unreasonably h igh  i n t e r e s t  coverage 

r a t i o s .  Fur ther ,  from t h e  book value c a p i t a l  s t r u c t u r e  r a t i o s  presented on 

E x h i b i t  PL-2 ,  ILECs e v i d e n t l y  use s i g n i f i c a n t  amounts o f  debt t o  f inance t h e i r  

networks. Therefore,  w h i l e  I support t h e  idea o f  a market va lue c a p i t a l  

s t r u c t u r e ,  I recommend a conserva t ive  a p p l i c a t i o n .  

Q .  

do you have a recommendation? 

A .  Yes. I recommend a c a p i t a l  s t r u c t u r e  o f  60% equ i t y  and 40% debt .  Th is  

would be cons is ten t  w i t h  prev ious Commission dec is ions  regard ing t h e  

I f  t h e  Commission r e j e c t s  t h e  use o f  a market value c a p i t a l  s t r u c t u r e ,  

- 7 -  
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appropriate capital  structure for UNEs. 

Q .  

capital s t ruc ture ,  w h a t  i s  your recommended cost of capi ta l?  

A. I recommend 11.12% as the appropriate risk-adjusted cost of capital  t o  

use i n  pricing Verizon Florida’s collocation services.  As presented on 

E x h i b i t  PL-3, this cost of capital i s  based on a cost of equity of  12 .64%,  Dr. 

Vander Weide’s recommended 7 . 4 0 %  cost ra te  for debt,  and  a market-value-based 

capital s t ructure  consisting of 71% equity and  29% debt.  I believe t h i s  cost 

of capital re f lec ts  the risks associated w i t h  a competitive market. 

Q .  

A. Dr. Vander Weide asser ts  t h a t  Verizon Florida incurs risk because ALECs 

can cancel t he i r  collocation leases on a monthly basis .  He notes t h a t  a n  

operating lease is  more risky t h a n  a financial lease.  He employs a binomial 

o p t i o n  pricing model and  the different  required returns for  financial and  

operating leases t o  estimate a 5 .92% required risk premium. He notes t h a t  

Verizon Florida’s weighted average cost of capital  i s  12.45% w i t h o u t  

considering w h a t  he s t a t e s  are the unique risks of the TELRIC regulatory and 

operating environment. He adds  the 5.92% risk premium t o  his estimate of 

Verizon Florida’s weighted average cost of capital of 12.45% t o  arr ive a t  his 

recommended cost of capital of  18.36% for  TELRIC collocation cost studies i n  

Florida. 

Q .  What i s  the basis for the risk premium recommended by Dr. Vander Weide? 

A .  Dr. Vander Weide notes throughout his testimony t h a t  collocation leases 

are not  long term a n d  can be cancelled on a monthly basis .  T h i s  could leave 

Verizon Florida w i t h  investment i n  f a c i l i t i e s  t o  provide collocation t h a t  

Based upon your a l ternat ives  t o  Dr. Vander Weide’s cost of equity and 

What are  your comments on Dr. Vander Weide’s required r isk premium? 

I believe t h i s  risk premium i s  unnecessary. 
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might  be u n d e r u t i l i z e d  s ince t h e  cos t  o f  those f a c i l i t i e s  i s  a sunk c o s t .  

Ver izon F l o r i d a  might no t  be ab le  t o  recover such c o s t .  

Dr. Vander Weide notes t h a t  t h e  r i s k  o f  i n v e s t i n g  i n  c o l l o c a t i o n  

f a c i l i t i e s  i s  g rea ter  than t h e  r i s k  o f  i n v e s t i n g  i n  t h e  average compet i t i ve  

company because o f  t h e  TELRIC p r i c i n g  methodology. He contends on page 34 o f  

h i s  tes t imony t h a t  TELRIC ra tes  are  r e - s e t  every few years t o  r e f l e c t  

supposedly lower costs  and t h a t  TELRIC ra tes  are  a f f e c t e d  by new techno log ies .  

Q .  Is t h e  p r o v i s i o n  o f  c o l l o c a t i o n  serv ices  a f f e c t e d  by new technologies? 

A .  According t o  Verizon F l o r i d a  wi tness Barbara E l l i s :  

. . t h e  p r o v i s i o n i n g  o f  c o l l o c a t i o n  serv ices  i s  l abo r  and 

m a t e r i a l s  (and no t  technology)  i n t e n s i v e .  Thus, general 

t echno log ica l  advances are  no t  l i k e l y  t o  lead t o  “ f u t u r e  

e f f i c i e n c y  gains”  i n  t h e  p r o v i s i o n i n g  o f  c o l l o c a t i o n  serv ices .  

(See page 16 o f  t h e  D i r e c t  Testimony of Barbara E l l i s .  ) 

I n  a d d i t i o n ,  Verizon F l o r i d a ’ s  cos t  study assumes t h a t  c o l l o c a t i o n  w i l l  

be requested i n  cen t ra l  o f f i c e s  t h a t  e x i s t  today i n  F l o r i d a .  It apparent ly  

i s  not  based on t h e  “ .  . . u n r e a l i s t i c  assumption t h a t  t h e  telecommunications 

network can be reconst ructed each t ime  a new technology appears and companies 

i ncu r  no costs  i n  t r a n s i t i o n i n g  t o  new technologies . . . “ (See page 34 o f  

Dr.  Vander Weide’s d i r e c t  t e s t i m o n y . ) .  

I conclude f r o m  t h e  above t h a t  t h e  e f f e c t  o f  new techno,logy on 

c o l l o c a t i o n  i s  no t  g rea t .  A l so ,  t h e  r i s k  o f  “ r a p i d l y  changing techno logy , ”  

mentioned by Dr. Vander Weide on pages 49 and 50 o f  h i s  test imony,  i s  minimal 

-9- 



2 2 4  

1 

2 

3 

4 

5 

6 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

i a  

19 

20 

21 

22 

23 

24 

25 

for collocation. 

Q .  Regarding collocation, are  forward-looking costs lower t h a n  historical  

costs? 

A .  I n  general, no. To the extent bu i ld ings  are  involved, the cost of 

b u i l d i n g s  i s  r i s ing .  For i t s  forward-looking cost s tudy ,  Verizon Florida 

updated i t s  historical  b u i l d i n g  costs t o  current dol lars  by a d j u s t i n g  for  

i n f l a t i o n .  I n  addition, labor costs are an  important p a r t  o f  collocation 

costs and  labor rates general l y  increase i n t o  the fu ture .  

Q .  What do  you conclude regarding Dr. Vander Weide’s arguments t h a t  the 

risks o f  investing i n  collocation f a c i l i t i e s  under the TELRIC standard i s  

greater t h a n  the risk of , inves t ing  i n  the average competitive company? . 

A .  Regarding collocation, I disagree w i t h  those arguments. Technology i s  

not  a dominan t  factor affecting the provision of collocation services .  I n  

addition, significant costs associated w i t h  collocation are not declining and 

there i s  no trend i n  Florida of collocation rates being re-set  t o  ref lect  

lower cos ts .  

Q .  

t h a n  companies i n  competitive markets? 

A .  No. According t o  Rule 51.321 ( e )  and  ( f )  , C F R ,  a n  incumbent LEC i s  not 

required t o  provide physical collocation i f  i t  demonstrates t h a t  the physical 

collocation i s  not  practical because of space l imitations.  Since i t  i s  not  

requi red t o  construct a d d i t i o n a l  bu i  1 d i n g  space solely t o  provide col 1 ocation 

space, i t  i s  in the same position as companies in competitive markets, which 

have a choice a b o u t  add ing  b u i l d i n g  space t o  meet additional demand. 

Regarding b u i l d i n g  space for  collocation, are ILECs exposed t o  more risk 

Moreover, while Verizon Florida has moved b u i l d i n g  modification costs 

-10- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

t o  monthly r e c u r r i n g  charges, i t  s t i l l  recovers some o f  i t s  c o l l o c a t i o n  

investment through u p - f r o n t  non- recur r ing  charges. Th is  can reduce t h e  

investment a t  r i s k .  I n  c o n t r a s t ,  companies i n  compe t i t i ve  markets t y p i c a l l y  

absorb a l l  t h e  set -up cos ts  t o  serve customers and at tempt t o  recover these 

cos ts  through f u t u r e  sa les .  

Q .  What i s  your  concl u s i  on regard i  ng Dr . Vander Wei de ’s  recommended 

requ i  red  r i s k  premium? 

A .  The r i s k  o f  an ALE.C customer c a n c e l l i n g  

i t s  monthly lease i s  comparable t o  t h e  r i s k  o f  a customer n o t  buying a product  

o r  se rv i ce .  That r i s k  i s  faced by companies i n  compe t i t i ve  markets.  Such 

companies face s i g n i f i c a n t  r i s k s  o f  u n d e r u t i l i z e d  investment and the  i n a b i l i t y  

t o  recover  sunk cos ts .  I b e l i e v e  a cos t  o f  c a p i t a l  t h a t  r e f l e c t s  t h e  r i s k s  

assocciated w i t h  companies i n  compet i t i ve  markets encompasses t h i s  r i s k  and i s  

t h e  appropr ia te  cos t  o f  c a p i t a l  f o r  p r i  c i  ng co l  1 o c a t i  on serv ices  . 

I be l i eve  i t  i s  unnecessary. 

I n  a d d i t i o n ,  a l l ow ing  a cos t  o f  c a p i t a l  t h a t  r e f l e c t s  t h e  r i s k s  

associated w i t h  a compet i t i ve  market i s  cons i s ten t  w i t h  t h e  i n t e n t  o f  TELRIC 

p r i c i n g ,  which i s  t o  s imu la te  a compet i t i ve  market f o r  UNEs. 

Q .  Please summarize your  test imony.  

A .  I disagree w i t h  Ver izon F l o r i d a  wi tness Dr .  Vander Weide on cos t  o f  

e q u i t y ,  c a p i t a l  s t r u c t u r e  and h i s  recommended requ i red  r i s k  premium. I 

prov ide  a l t e r n a t i v e s  t o  h i s  cos t  o f  equ i t y  and c a p i t a l  s t r u c t u r e  and I 

conclude t h a t  11.12% i s  t h e  appropr ia te  cos t  o f  c a p i t a l  f o r  p r i c i n g  

co l l oca t i ons  se rv i ces .  I note  t h a t  t h i s  cos t  o f  c a p i t a l  r e f l e c t s  t h e  r i s k s  

associated w i t h  a compe t i t i ve  market. I b e l i e v e  Dr .  Vander Weide’s r i s k  

premium o f  5 .92% i s  unnecessary. 
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1 Q  

2 A  

Does t h i s  conclude your test imony? 

Yes. It does. 
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CHAIRMAN BAEZ: That does i t  f o r  t he  s t i pu la ted  

ri tnesses, Mr . Tei tzman? 

MR. TEITZMAN: Yes, Chairman. 

CHAIRMAN BAEZ: Okay. Now, we're ready t o  take up 

vi tnesses. 

(Witnesses c o l l e c t i v e l y  sworn.) 

CHAIRMAN BAEZ: Thank you. 

Ms. White, you can c a l l  your witness. 

MS. WHITE: Yes. Bel lSouth would c a l l  Bernard She l l .  

\nd, Chairman, I w i l l  be p u t t i n g  M r .  Shel l  up, bu t  i f  there are 

my object ions t h a t  need t o  be made w i t h  regard t o  the issue 

that was the subject o f  an e a r l i e r  Bel lSouth motion, 

4r. Carver - -  

CHAIRMAN BAEZ: I t ' s  on Mr. Carver. 

MS. WHITE: - -  M r .  Carver w i l l  be doing t h a t ,  j u s t  t o  

l e t  the  p a r t i e s  and Commission know. 

CHAIRMAN BAEZ: Any object ions,  Mr. Watkins? 

\Ir. Carver i s  going t o  handle any object ions t h a t  - -  

MR. WATKINS: 

CHAIRMAN BAEZ: Take your shot. You get your p i ck  o f  

I ' m  happy t o  have M r .  Carver here. 

any BellSouth at torney, I guess. 

W .  BERNARD SHELL 

was c a l l e d  as a witness on behal f  o f  Bel lSouth 

Tel ecommuni cat ions,  Inc .  , and, having been duly  sworn, 

t e s t i f i e d  as fo l lows: 
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DIRECT EXAM I NATION 

BY MS. WHITE: 

Q Mr. She l l ,  would you please s t a t e  your name and 

address f o r  the  record. 

A Yes. My name i s  W i l l i a m  Bernard She l l ,  and my 

address i s  675 West Peachtree St ree t ,  At1 anta, Georgia. 

Q 
A 

By whom are you employed and i n  what capacity? 

I ' m  employed by BellSouth Telecommunications as a 

manager i n the f i nance department. 

Q Have you caused t o  be p r e f i l e d  i n  t h i s  case d i r e c t  

testimony cons is t ing  o f  12 pages? 

A Yes. 

Q 

t e s t  i mony? 

Do you have any changes o r  cor rec t ions  t o  t h a t  

A No, I do not .  

Q I f  I were t o  ask you the same questions t h a t  were 

contained i n  your d i r e c t  testimony today, would your answers be 

the  same? 

A Yes. 

MS. WHITE: I would ask t h a t  t he  d i r e c t  testimony o f  

M r .  Shel l  t h a t  was f i l e d  on February 4, 2003 be entered i n t o  

the  record as though read. 

CHAIRMAN BAEZ: Without ob jec t ion ,  show the d i r e c t  

testimony o f  W .  Bernard Shell  entered i n t o  the  record as though 

read. 
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3Y MS. WHITE: 

Q Mr. Shell  , d i d  you have three e x h i b i t s  attached t o  

/our d i r e c t  testimony? 

A That i s  correct  

Q And those exhib 

lJBS - 3? 

A Yes. 

t s  are labeled WBS-1, WBS-2, and 

Q And i s  i t  correct  t h a t  WBS-1 i s  a conf ident ia l  

2xhi b i  t? 

A That 's  correct .  

Q 

A That ' s  correct .  

Q 

A No, I do not .  

And WBS-2 and 3 are not  con f iden t ia l?  

Do you have any changes t o  those exh ib i t s?  

MS. WHITE: I would ask t h a t  the three exh ib i t s  

attached t o  Mr. Shell ' s  d i r e c t  testimony be marked as exh ib i t s .  

I d o n ' t  know whether you want t o  do the  one t h a t ' s  p ropr ie ta ry  

as a separate one. 

CHAIRMAN BAEZ: I t h i n k  we're going t o  peel o f f  

dBS-1. You sa id  t h a t  i s  a con f ident ia l  e x h i b i t  - -  
MS. WHITE: Yes, s i r .  

CHAIRMAN BAEZ: - -  and w e ' l l  g ive i t  Conf ident ia l  

Exh ib i t  Number 34. And WBS-2 and 3 w i l l  be given Composite 

Exh ib i t  Number 35. 

MS. WHITE: Thank you. 
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(Exh ib i t s  34 and 35 marked f o r  i d e n t i f i c a t i o n . )  

5Y MS. WHITE: 

Q Did you also f i l e  surrebut ta l  test imony i n  t h i s  case 

in September 26, 2003 cons is t ing  o f  53 pages? 

A Yes, I did.  

Q 

; u r rebut t a 1 t e s t  i mony? 

Do you have any changes o r  correct ions t o  t h a t  

A Yes, I do have a couple. On Page 46, L ine 14, I need 

;o exchange the  name "Turner" f o r  "Gabel . 
'Add i t i ona l l y ,  on Page 20, Mr. Gabel." 

It should read, 

COMMISSIONER JABER: M r .  Chairman, I ' m  so r ry  t o  

i n te r rup t .  I need the  witness t o  speak i n t o  the  microphone. 

CHAIRMAN BAEZ: Mr. Shell  , remember t h a t  we have a 

:ommissioner on the  phone. I s  your microphone on? 
THE WITNESS: Test ing.  Yes. 

CHAIRMAN BAEZ: Okay. You're going t o  have t o  speak 

9 l i t t l e  c loser .  And i f  you could repeat t h a t  change, please. 

THE WITNESS: Okay. On Page 46, L ine 14, I ' m  

It should read, :hanging t h e  name "Turner" t o  "Gabel. 

"Add i t i ona l l y ,  on Page 20, Mr. Gabel" instead o f  "Mr. Turner."  

CHAIRMAN BAEZ: Thank you, M r .  She l l .  

THE WITNESS: The second change i s  on Page 50, 

- ine 5, removing one o f  the  " t h a t ' s . "  I have two " t h a t ' s "  i n  

the sentence. 

CHAIRMAN BAEZ: Can you repeat t h a t  again, please, 
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Ir. She l l?  I ' m  sor ry .  

THE WITNESS: Okay. Page 50, Line 5,  the  sentence 

\as two t h a t ' s .  It reads, " M r .  Turner i s  a lso confused i n  t h a t  

:hat," and I ' m  j u s t  t ak ing  one o f  the " t h a t ' s ' '  t o  make i t  

:orrect . Removing t h a t  word. 

CHAIRMAN BAEZ : Okay. 

THE WITNESS: Those are my on ly  changes. 

MS. WHITE: Thank you. I would ask t h a t  the 

iu r rebut ta l  testimony o f  Mr. Shell  f i l e d  on September 26, 2003 

)e entered i n t o  the  record. 

CHAIRMAN BAEZ: Show the surrebut ta l  testimony o f  

Ir. Shell  as modif ied be entered i n t o  the record as though 

*cad. 

3Y MS. WHITE: 

Q And, M r .  She l l ,  d i d  you have f i v e  e x h i b i t s  attached 

to your surrebut ta l  testimony - -  I ' m  sorry ,  f ou r  e x h i b i t s  

3ttached t o  your sur rebut ta l  testimony? 

A Yes, f ou r  exh ib i t s .  

Q And do those e x h i b i t s  consist  o f  a rev ised WBS-1, a 

revised WBS-2, and then WBS-4 and WBS-5? 

A That ' s  cor rec t .  

Q 
A No, I do not .  

Do you have any changes t o  those e x h i b i t s ?  

MS. WHITE: Chairman Baez, again, WBS-1, the  revised 

dBS-1  i s  p ropr ie ta ry ,  con f i den t ia l .  The other  three are no t .  
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So you might want t o  separate t h a t  one ou t .  

CHAIRMAN BAEZ: We w i l l  take WBS-1 rev ised 

sur rebut ta l  e x h i b i t  and mark i t  as Conf ident i  a1 Exh ib i t  Number 

36. 

(Exh ib i t  36 marked f o r  i d e n t i f i c a t i o n . )  

CHAIRMAN BAEZ: And 2, 3, and 4 you said? 

MS. WHITE: It would be 2, 4, and 5. 

CHAIRMAN BAEZ: 2, 4, and 5. I ' m  sor ry .  WBS-2, 4 

and 5 rev sed w i l l  be marked as Composite E x h i b i t  Number 37. 

MS. WHITE: And I ' m  sor ry ,  Chairman. Just  t o  make 

sure, i t ' s  rev ised Number 2, bu t  4 and 5 are no t  revised. 

CHAIRMAN BAEZ: Oh, I ' m  sor ry .  Revised WBS-2 and 

WBS-4 and 5 w i l l  be marked as composite E x h i b i t  Number 37. 

MS. WHITE: Thank you, Chairman. 

(Exh ib i t  37 marked f o r  i d e n t i f i c a t i o n . )  
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1 BELLSOUTH TELECOMMUNICATIONS, INC. 

2 

3 

DIRECT TESTIMONY OF W. BERNARD SHELL 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

4 DOCKET NOS. 981834-TP AND 990321-TP 

5 FEBRUARY 4,2003 

6 

7 Q. PLEASE STATE YOUR NAME, ADDRESS AND OCCUPATION. 

8 

9 

10 

11 

12 

A. My name is W. Bernard Shell. My business address is 675 W. Peachtree St., N.E., 

Atlanta, Georgia. I am a Manager in the Finance Department of BellSouth 

Telecommunications, Inc. (hereinafter referred to as “BellSouth”). My area of 

responsibility is the development of economic costs. 

13 

14 

15 BACKGROUND AND WORK EXPERIENCE. 

Q. PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR EDUCATIONAL 

16 

1 7  

18 

19 

A. I attended Clemson University, graduating with a Bachelor of Science Degree in 

Electrical Engineering in 198 1. I received a Masters Degree in Business 

Administration from Georgia State University in 1997. 

2 0  

21 

22 

23 

24 

25 

My career with BellSouth spans over twenty years. My initial employment was 

with Southern Bell in 198 1 , in Columbia, South Carolina in the Network 

Department as an Equipment Engineer. In that capacity, I was responsible for the 

ordering and installation of central office equipment. In 1984, I transferred to the 

Rates and Tariffs group in Atlanta, Georgia where I was either directly or 
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2 0  

2 1  

2 2  

2 3  

2 4  

2 5  

indirectly responsible for the rates, costs, tariffs, and implementation of services. 

During my time in that organization, I worked with many services/offerings, such 

as Local Exchange Service, Service Order Charges, Operator Services, Mobile 

Interconnection and Inside Wire. I moved to the Interconnection Marketing Unit in 

1995, where I had various responsibilities, including negotiating with Alternative 

Local Exchange Carriers (“ALECs”), developing pricing strategies, and product 

managing Collocation. In December 2000, I moved to a position in the cost 

organization, a part of the Finance Department. My current responsibilities 

include cost methodology development and implementation. 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A. The purpose of my testimony is to present and support the cost studies filed in this 

proceeding. In doing so, I will describe the methodology BellSouth utilized in 

developing the costs and respond to issues 9A, 9B, and 10. 

Issue 9A: For which collocation elements should rates be set for each ILEC? 

Q. WHAT ARE THE COLLOCATION ELEMENTS FOR WHICH 

BELLSOUTH IS PROVIDING A COST STUDY TO SUPPORT ITS 

PROPOSED RATES? 

A. The list of the collocation elements for which cost support is being provided by 

BellSouth can be found in the following exhibits: 
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1 Exhibit WBS-1, which is the cost study, 

2 

3 

0 Exhibit WBS-2, which is a summary of the cost for each element, 

Exhibit WBS-3, which is a description of each element. 

4 

5 

6 

I 

8 

9 

10 

11 

1 2  

13 

14 

BellSouth is proposing that the rates be set equal to the costs. While BellSouth has 

included in these exhibits certain elements and corresponding rates, BellSouth 

does not agree that these elements should be required. Specifically, these elements 

are: H.1.56, H.1.57, H.1.58, H.1.63,H.1.64, andH.1.71. These elements areused 

with either copper entrance cables or DC power per J& amp. As stated in the 

testimony of BellSouth’s witness Mr. Milner, BellSouth does not believe that 

ILECs should be required to provide copper entrance facilities or to provide DC 

power on a per used amp basis. The costs for these elements are being provided 

for the sole purpose of providing the Commission with complete information in 

order to make a final decision regarding the elements. 

15 

16 Q. WHAT TYPES OF COLLOCATION WERE STUDIED? 

1 7  

1 8  A. The collocation elements studied can be grouped into four types: 

1 9  

2 0  Physical collocation, 

2 1  . Virtual collocation, 

2 2  . Adjacent collocation, and 

23 1 Remote Terminal collocation. 

24 

25 In addition, Assembly Point, which is considered an alternative to collocation, will 
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1 

2 

3 

be addressed. As stated above, Exhibit WBS-1 provides the cost study, in both 

paper form and on CD-ROM, and Exhibit WBS-2 provides a summary of the costs 

for the collocation elements and Assembly Point. 

4 

5 Q .  PLEASE DEFJNE PHYSJCAL COL1,OCATION. 

6 

7 

8 

9 

10 

11 

1 2  

13 

A. Physical collocation is an arrangement for the placement of ALEC/collocator- 

owned facilities and equipment in BellSouth central offices. Such equipment must 

be necessary for interconnection to BellSouth’s network and/or to unbundled 

network elements for the provision of telecommunications services. Equipment 

ownership, maintenance and insurance are the responsibility of the collocator. In a 

physical collocation arrangement, the ALEC’s equipment is located in a defined 

area of the central office. 

14 

15  Q. WHAT ARE THE COST ELEMENTS FOR PHYSICAL COLLOCATION? 

16 

1 7  

18 

19 

A. The cost elements for physical collocation are shown under H. 1 on Exhibits WBS- 

2 and WBS-3. Additionally, collocation cable records elements, shown under H.7 

on the same exhibits, apply for physical collocation. 

2 0  

2 1  Q. PLEASE DEFINE VIRTUAL COLLOCATION. 

22  

2 3 

2 4  

2 5  

A. In physical collocation, the ALEC/collocator owns the equipment and has the 

responsibility to maintain and repair the equipment. In contrast, with virtual, 

BellSouth will lease the collocator’s equipment for the nominal fee of one dollar 
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1 

2 

3 

4 BellSouth equipment line-up. 

and will perform all maintenance and repair on the equipment once the collocator 

requests such work. A maintenance charge will apply for the maintenance and 

repair work. In this arrangement, the equipment is commonly located in the 

5 

6 

I 

Q. HOW DO THE VIRTUAL COLLOCATION COST ELEMENTS DIFFER 

FROM THE PHYSICAL COLLOCATION COST ELEMENTS? 

8 

9 

10 

11 

1 2  

13 

14 

15 

1 6  

1 7  

1 8  collocation. 

A. Virtual collocation has fewer cost elements than physical collocation. For 

example, the security access system and space preparation elements would not 

apply in a virtual collocation arrangement. However, all of the virtual collocation 

cost elements are also physical collocation cost elements, with the exception of the 

Maintenance cost elements (H.2.20 - H.2.22). The Maintenance cost elements are 

unique to virtual collocation and recover the cost associated with maintaining the 

ALEC’s collocated equipment. The cost elements for virtual collocation are 

shown under H.2 on Exhibits WBS-2 and WBS-3. Additionally, collocation cable 

records elements, shown under H.7 on the same exhibits, apply for virtual 

19 

2 0  

21 OFFERING. 

Q. PLEASE DESCRIBE BELLSOUTH’S ADJACENT COLLOCATION 

22 

23  

24 

25 

A. BellSouth will permit an adjacent collocation arrangement (“Adjacent 

Arrangement”) on BellSouth property on which a central office is located, where 

physical collocation space within the central office is legitimately exhausted, 
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1 

2 

3 

4 

5 

subject to technical feasibility, where the Adjacent Arrangement does not interfere 

with access to existing or planned structures or facilities on the property, and 

where permitted by zoning and other applicable state and local regulations. The 

Adjacent Arrangement shall be constructed or procured by the ALEC and in 

conformance with BellSouth’s design and construction specifications. 

6 

7 Q. WHAT ARE THE COST ELEMENTS FOR ADJACENT COLLOCATION? 

8 

9 

10 

11 

A. The cost elements for adjacent collocation are shown under H.4 on Exhibits WBS- 

2 and Exhibit WBS-3. Additionally, collocation cable records elements, shown 

under H.7 on the same exhibits, apply for adjacent collocation. 

1 3  

1 4  COLLOCATION OFFERING. 

Q. PLEASE DESCRIBE BELLSOUTH’S REMOTE TERMINAL 

15 

16 

1 7  

1 8  

1 9  

20 

2 1  

22  

A. BellSouth offers Remote Terminal collocation to ALECs on rates, terms and 

conditions that are just, reasonable, non-discriminatory and consistent with the 

rules of the Federal Communications Commission (“FCC”). BellSouth allows an 

ALEC to occupy certain areas designated by BellSouth within a remote site 

location of a size which is specified by the ALEC and agreed to by BellSouth. The 

remote site locations include cabinets, huts, and controlled environmental vaults 

owned or leased by BellSouth that house BellSouth Network Facilities. 

2 3  

2 4  

25  COLLOCATION? 

Q. WHAT ARE THE COST ELEMENTS FOR REMOTE TERMINAL 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10  

11 

12 

13 

14 

15 

16 

17 

1 8  

19 

20 

21 

2 2  

2 3  

2 4  

2 5  

A. 

Q9 

A. 

Q. 

A. 

The cost elements for remote terminal collocation are shown under H.6 on 

Exhibits WBS-2 and WBS-3. ALECs have also expressed an interest in obtaining 

a virtual collocation arrangement in remote terminals. This filing reflects the 

elements and costs associated with such an arrangement. They are the same as the 

physical collocation in a remote terminal and are shown under H.8 on Exhibits 

WBS-2 and WBS-3. 

EARLIER, YOU STATED THAT THE ASSEMBLY POINT OFFERING 

WOULD BE ADDRESSED. PLEASE DESCRIBE BELLSOUTH’S 

ASSEMBLY POINT OFFERING. 

BellSouth provides Assembly Point in addition to collocation. The Assembly 

Point product is offered for three service types on a per cross-connect basis: 1) 2- 

wire, 2) 4-wire, and 3) DS 1. Assembly Point allows ALECs to combine two 

network elements at a cross-connect point designated by BellSouth. BellSouth 

will supply all equipment required to access the UNEs. The ALEC must supply 

the jumpers to connect two elements at the Assembly Point location. The ALEC 

may not install any equipment within the Assembly Point area. 

WHAT ARE THE COST ELEMENTS FOR ASSEMBLY POINT? 

Assembly Point is provided as assembly point cross connects and has an associated 

nonrecurring charge and monthly charge (H.3 on Exhibits WBS-2 and WBS-3). 

Assembly Point has the following cost elements: . 2 - Wire Cross-Connects: this cost element recovers the cost to run 2 -wire 



1 

2 

3 

4 

5 

6 

7 

8 

cross-connects from a distribution frame to an assembly point frame. A cross- 

connect is required for each UNE in the combination established. 

4 - Wire Cross-Connects: this cost element recovers the cost to run 4 -wire 

cross-connects from a distribution fiame to an assembly point frame. A cross- 

connect is required for each UhrE in the combination established. 

DS1 Cross-Connects: this cost element recovers the cost to run DS1 cross- 

connects from a DSX panel to an assembly point frame. A cross-connect is 

required for each UNE in the combination established. 

. 

9 

i o  Q. WHY HAS BELLSOUTH CHOSEN TO FILE COST SUPPORT FOR THE 

11 

12 AND WBS3? 

ELEMENTS SHOWN IN ITS COST STUDY AND ON EXHIBITS WBS-2 

1 4  A. 

15 

16 

11 

18 

19 

20 

2 1  

22 

2 3  

2 4  

25  

The elements listed on Exhibits WBS-2 and WBS-3 are the elements that 

BellSouth needs to provision the various types of collocation pursuant to FCC 

orders and based on customer requests. For example, the FCC requires that ILECs 

provide physical collocation not just for caged, but also for cageless and shared 

arrangements (paragraphs 40 and 41 of the Advanced Services Order in CC Docket 

No. 98-147). The FCC also requires that ILECs permit adjacent collocation and 

remote terminal collocation (paragraph 44 of the Advanced Services Order in CC 

Docket No. 98-147 and paragraph 221 of the Unbundled Network Element 

Remand Order in CC Docket No. 96-98). Additionally, ALECs have requested a 

unique application fee just for power reduction (H. 1.60) and remote site data that 

can be used to develop an appropriate business plan (H.9,1), Again, as stated 

previously, while disagreeing that the elements should be required, BellSouth has 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

1 7  

18 

19 

20 

21 

22 

23 

24 

25 

also provided cost support for elements used with copper entrance facilities and 

DC power on a per 

analysis. 

amp basis solely for this Commission’s review and 

BellSouth has filed cost support for collocation elements to allow for the recovery 

of its reasonable cost while providing the required collocation offerings and the 

collocation offerings requested by ALECs. 

Issue 9B: For those collocation elements for which rates should be set, what is 

the proper rate and the appropriate application of those rates? 

Q. WHAT SHOULD DETERMINE WHETHER THE PROPOSED U T E S  

ARE PROPER? 

A. The proposed rates should be proper if they are based on a forward-looking cost 

study that adheres to the Total Element Long Run Incremental Cost (“TELFUC”) 

pricing rules and uses the cost study methodology previously approved by this 

Commission. 

Q. WHAT COST METHODOLOGY DID BELLSOUTH USE TO 

DETERMINE THE COSTS FOR THE ELEMENTS CONTAINED IN THIS 

FILING? 

A. BellSouth used the same cost methodology previously approved by this 

Commission in its Orders in Docket No. 990649-TP (Order No. PSC-01-1181- 
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1 

2 

3 

4 

5 

6 

FOF-TP, dated May 25,2001 and Order No. PSC-Ol-2051-FOF-TPY dated October 

18,2001). Additionally, BellSouth has made all applicable ordered adjustments in 

that docket. For example, BellSouth is using the ordered cost of capital, 

depreciation rates, and income tax factor. However, since this is a new proceeding 

and the study period is 2003 - ZOOS, other factors and loadings have been updated 

to reflect the latest available inputs. 

7 

8 

9 

Q. DO BELLSOUTH’S COST STUDIES FOR THE COLLOCATION 

ELEMENTS AND ASSEMBLY POINT ADHERE TO THE TELRIC 

10 PRICING RULE? 

11 

1 2  

13 

14 

15 and nondiscriminatory. 

A. Yes, BellSouth’s cost studies do adhere to the TELMC pricing rules. They reflect 

only forward-looking economic costs. BellSouth’s collocation and Assembly 

Point rates, which are based on the costs BellSouth will incur, are just, reasonable, 

16 

17 

18 OF THOSE RATES? 

Q. WHAT ARE THE PROPER RATES AND APPROPRIATE APPLICATION 

19 

-1 0- 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1 9  

2 0  

21 

22 

23 

24 

25 

A. The proper rates are the rates based on BellSouth’s cost study. The cost study 

adheres to TELNC pricing rules and is compliant with the cost study methodology 

approved by this Commission. The rates should be applied as addressed in the 

testimonies of BellSouth witnesses Mr. Wayne Gray (Issue 1) and Mr. Keith 

Milner (Issues 4 and 6). 

Regarding issue 1, Mr. Gray explains when recurring charges and nonrecumng 

charges should be billed. Regarding issues 4 and 6, Mr. Milner explains why 

BellSouth should not be required to provide copper entrance facilities within the 

context of a collocation arrangement inside the central office and that the per amp 

rate for DC power should apply on fused capacity. 

Issue 10: What are the appropriate definitions, and associated terms and 

conditions for the collocation elements to be determined by the Commission? 

Q. WHAT ARE THE APPROPRIATE DEFINITIONS FOR THE ELEMENTS 

FOR WHICH BELLSOUTH HAS PROVIDED COST SUPPORT? 

A. The appropriate definitions for the elements for which BellSouth has provided cost 

support are the definitions provided in the Narrative Section of the cost study 

(Exhibit WBS-1) and in Exhibit WBS-3. The file location for the Narrative 

Section of the cost study on the CD is: E:\Documentation\l Narratives and Study 

DescriptionsWLC0LLnar.doc (Section 5). The cost study also provides additional 

descriptive and supportive information on the various collocation elements. 

-1 1- 
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1 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

2 

3 A. Yes. 

-12- 



2 4. 5 

1 BELLSOUTH TELECOMMUNICATIONS, INC. 

2 SURREBUTTAL TESTIMONY OF W. BERNARD SHELL 

3 BEFORE THE F’LORIDA PUBLIC SERVICE COMMISSION, 

4 DOCKET NOS. 981834-TP AND 990321-TP 

5 SEPTEMBER 26,2003 \ , 

4 
6 

7 Q. PLEASE STATE YOUR NAME, ADDRESS AND OCCUPATION. 

8 

1 6 1  

9 A. My name is W. Bemard Shell. My business address is 675 W. Peachtree St., N.E., 

10 

11 

12 responsibility is economic costs. 

13 

14 Q. ARE YOU THE SAME W. BERNARD SHELL THAT FILED DIRECT 

15 TESTIMONY IN THIS DOCKIET? 

16 

17 A. Yes. I filed direct testimony on February 4,2003. 

18 

19 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

20 

21 

22 

23 

24 

25 

Atlanta, Georgia. I am a Manager in the Finance Department of BellSouth 

Telecommunications, Inc. (hereinafter referred to as “BellSouth”). My area of 

A. The purpose of my testimony is to respond to the testimony of Mr. Steven Turner, 

representing AT&T Communications of the Southern States, L.L.C. (“AT&T”) and 

the testimonies of Mr. Rowland Curry and Mr. David Gabel representing the Florida 

Commission Staff. My testimony will address certain statements made regarding 

collocation costs. Additionally, in preparing my responses and re-looking at the cost 
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1 studies, I discovered a need to correct one of the cost elements (Element H. 1.37, 

2 

3 

4 Q. PLEASE BRIEFLY DESCRIBE THE CORRECTION TO ELEMENT H.1.37 

Security Access System per square foot). 

5 AND ITS IMPACT. 

6 

7 A. This element develops the recurring cost per square foot to place security access 

8 system card readers in central offices. To develop this cost per square foot, 

9 BellSouth divides the total cost by the state-specific average square footage of the 

10 central offices. BellSouth used Georgia’s average square footage instead of Florida’s 

1 1 

12 

13 

by mistake. The correction uses Florida’s number as intended. The net effect of this 

change is that the proposed cost goes from $.0125 per square foot to $.0101 per 

square foot. Attached are revised Exhibit WBS-1 (the complete cost study on CD- 

14 

15 

16 

17 Q. BEFORE YOU SPECIFICALLY ADDRESS THE BELLSOUTH’S 

18 

19 

ROM and the revised pages to the paper portion) and revised Exhibit WBS-2 (cost 

summary) containing the corrected number. 

COLLOCATION COST STUDIES, CAN YOU ADDRESS MR. TURNER’S 

STATEMENTS REGARDING A SINGLE COST MODEL AND 

20 

21 LOCAL EXCHANGE COMPANIES (“ILECS”). 

CONSISTENCY ACROSS COST DEVELOPMENT AMONG INCUMBENT 

22 

23 A. Yes, while BellSouth agrees with Mr. Turner that its model, the BellSouth Cost 

24 Calculator@, is a wonderful model, BellSouth does not support the use of a single 

25 

@ 1999 BellSouth Corporation AI1 Rights Reserved 
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1 

2 

3 

4 exactly the same. 

5 \ 

6 Q. M R .  TURNER CLAIMS THAT THE “DISPARATE COSTS AND RATES FOR 

7 COLLOCATION INDICATES THAT THE RESULTS ARE INACCURATE 

model for all LECs  for reasons explained below. Moreover, given that each ILEC 

has its own operational procedures for provisioning collocation and its own network 

infrastructure and planning guidelines, cost development by the various ILECs is not 

‘ 1 1  I 

8 AND INCONSISTENT WITH COST-BASED TELRIC PRINCIPLES.” (PAGE 

3, LINES 15-17) IS HE CORRECT? 9 

10 

11 A. No. The foundation of Mr. Turner’s contention is that “the underlying investments 

12 should be similar” among the three companies providing collocation in Florida. (Page 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3, line 15) This assumption is false and, therefore, so is his conclusion. The 

,companies have unique rate structures that dictate the network components that need 

to be considered in the development of the investments and thus, what is reflected in 

the cost-based rates. The FCC’s TELRIC principles do not mandate that the rate 

structures utilized by the incumbents must be identical. Thus, there is no merit in Mr. 

Turner’s supposition that varying cost results mean that the cost studies do not adhere 

to the TELRIC guidelines. 

Additionally, contrary to Mr. Turner’s allegation, the companies have unique 

purchasing agreements for the network components, land, and buildings required for 

collocation. This Commission has recognized in its UNE orders that it is proper to 

accurately portray the company-specific inputs. For example, in its May 25,2001 

Order in Docket No. 990649-TP, the Commission ruled that “inputs adopted for use 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

in determining UNE prices shall be BellSouth specific.’’ (Page 188, Order No. PSC- 

0 1 - 1 1 8 1 -FOF-TP) Nothing proffered by Mi. Turner should alter the Commission’s 

ruling with respect to collocation. In fact, acceptance of Mr. Turner’s erroneous claim 

of a common set of investments would violate previous Commission’s rulings that 

company- specific input is appropriate. 

Q. MR. TURNER ALSO CONTENDS THAT “A SINGLE COLLOCATION 

COST MODEL CAN READILY BE USED FOR ALL THREE INCUMBENTS 

IN FLORIDA.” (PAGE 7, LINES 17-18) PLEASE COMMENT. 

A. Mr. Turner’s simplistic assertion is not realistic. He requests that this Commission 

adopt the BellSouth Cost Calculator@ for use in determining collocation costs. While 

the model may be “readily” available for BellSouth, the same conclusion cannot be 

made for Sprint and Verizon. 

First, the model is the intellectual property of BellSouth. Therefore, BellSouth is 

entitled to compensation on the use of its intellectual property as well as the time 

required to train others on the use of it, This compensation would be in the form of a 

licensing fee. BellSouth believes that it deserves to be paid for the effort required to 

develop and maintain the model, Under no circumstances should the Commission 

require BellSouth to turn over its model without compensation. On the other hand, 

use of BellSouth’s model by the other ILECs, 

costs to them. Thus, AT&T’s proposal would necessarily leave an adverse, and 

unfair, impact either on BellSouth (if its intellectual property is taken Without 

compensation, would raise the 

1999 BellSouth Corporation AI1 Rights Reserved 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

I 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

compensation) or on other ILECs (in the form of increased costs). 

Second, existing SprintNerizon data feeds would likely need to be altered or scrapped 

entirely to generate the inputs required by the adopted model. Finally, the issue of 

model administration and maintenance would need to be resolved. The, questjon of 

who has ultimate control over the algorithms and methodology inherent in the model 

would need to be answered. BellSouth would require that prior to any model 

modification, notification and approval be obtained. 

‘ * I  I 

While BellSouth would not have to expend the time required to develop new inputs, 

pay the potential on-going expense, and maintain the support of a Florida-specific 

model as would Sprint and Verizon, BellSouth does not support the use of a 

standardized model. As stated above, BellSouth would need to spend time training 

the other ILECs and maintaining the model for use by all ILECs. This position was 

articulated in BellSouth’s response to the Commission’s request on this subject. 

(February 28,2003 letter to Patricia A. Christensen Re: UNE Costing Workshop 

Comments) 

What Mr. Turner does not appear to realize is that the model used to complete a cost 

study is not considered a cost driver. Cost drivers are things that impact cost studies, 

such as the assumptions used and input data associated with the cost elements. The 

cost model is just a tool that accepts inputs, makes the appropriate calculations, and 

produces the outputs. Such things as a company’s network plans, budget, and 

operations procedures drive the assumptions and input data. Additionally, the cost 

model does not determine the cost elements or the rate structure used. Simply put, 
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1 

2 

3 

4 Q. PLEASE LIST THE AREAS OF THE COLLOCATION COST STUDIES 

5 THAT WILL RE A4DDRESSED. 

6 

7 A. The cost-related areas discussed in my testimony are as follows: 

Mr. Turner’s proposal for a single model would cause the ILECs to spend more time 

and more costs with no real effect on the resulting cost numbers. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

0 DCpower 

0 Nonrecurring elements associated with p l k n g ,  engineering, installation times, 

space availability report, and cable records 

0 Floor space 

0 Space Preparation 

0 Cage construction 

0 Cable rack capacity 

0 Fill factors 

17 

18 COST STUDY? 

19 

20 A. BellSouth makes DC power available for an Competitive Local Exchange Carrier’s 

21 

22 

23 

24 

25 

Q. HOW IS DC POWER ADDRESSED IN BELLSOUTH’S COLLOCATION 

(“CLEC’s”) physical collocation space at a BellSouth Power Board or a BellSouth 

Battery Distribution Fuse Bay (“BDFB”), at the CLEC’s option, within the premises. 

The CLEC’s certified vendor must engineer and install fuses and power cables from 

the collocation space to the BDFB. The CLEC’s certified engineer must also engineer 

and install power cables from the collocation space to the Power Board, if this option 

-6- 



1 

2 

3 

4 

5 

is chosen. Recurring charges for DC power will be assessed per ampere per month 

based upon the BellSouth Certified Supplier engineered and installed power feed 

fused ampere capacity. Therefore, BellSouth developed the recurring costs1 for power 

based on the assumption that the charge would be per-fused amp, as opposed to per- 

used amps. “Fused” refers to the protection device rating. Protection devices are 

1 6 4  
6 fuses or circuit breakers. 

7 

8 Q. ON PAGE 19 AND 20 OF HIS TESTIMONY, MR. TURNER ASSERTS THAT 

9 

10 

11 

12 A. Mr. Turner is incorrect in his assertion that the power augment jobs for collocation 

13 are priced differently than a total power plant job would be priced. He states on the 

I 

POWER AUGMENTS ARE NOT PRICED ON THE SAME BASIS AS A 

COMPREHENSIVE POWER PLANT. PLEASE RESPOND. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

top of page 20 that “[a]ugments, by nature, do not provide the scale economies in the 

derivation of the DC power investment that BellSouth benefits from based on its 

installation of a comprehensive DC power plant.” However, BellSouth’s cost study is 

based on BellSouth operating under a standard regional contract with its vendor for 

the DC power plant components, regardless of the size of the power job. The same 

vendor that installs BellSouth’s day-to-day power equipment to serve its end users 

also installs BellSouth’s power equipment to serve the CLECs desiring to collocate in 

the central office. Regardless of the size of the central office or the size of the power 

needs, the same price that applies for a comprehensive DC power plant also applies 

for a smaller augment. BellSouth’s cost studies used data from actual collocation 

projects throughout the region to determine the expected regional forward-looking 

investment per DC amp. Data was taken from 71 1 projects. Costs that would not 
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1 

2 

3 

4 

5 Q. 
6 

7 

8 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

apply on a forward-looking basis, such as power cabling, were backed out. An 

average of all the data was taken to produce the forward-looking investment per amp. 

Again, the standard regional contract pricing would apply on the augments. 

PLEASE REPOND TO MR. TURNER’S STATEMENT (PAGE 20, LINES 20 

AND 21) THAT USING AUGMENTS “CONTRADICTS THE 

REQUIREMENTS OF A TELRIC COST STUDY.” 

The FCC has specifically allowed incumbent local exchange carriers to recover the 

cost of central ofice modifications, including power upgrades/augments, required to 

meet a collocator’s needs. In its Advanced Services Order (Order FCC 99-48), 

paragraph 5 1 states: 

We conclude, based on the record, that incumbent LECs must allocate 

space preparation, security measures, and other collocation charges on a 

pro-rated basis so the first collocator in a particular incumbent premises 

will not be responsible for the entire cost of site preparation. For example, 

if an incumbent LEC implements cageless collocation arrangements in a 

particular central office that requires air conditioning and power upgrades, 

the incumbent may not require the first collocating party to pay the entire 

cost of site preparation. 

This language clearly allows ILECs such as BellSouth to recover the costs of 

preparing collocation space including power upgrades (augments). Since the FCC 

established the TELRIC principles, it presumably would not have allowed the ILECs 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

to recover site preparation cost if doing so conflicted with TELRIC principles. Site 

preparation includes the cost of power upgrades or augments. As such, BellSouthas 

methodology for developing the investment per DC amp is compliant with ;TELRIC 

principles. It is simply a way of pro-rating the cost of collocation power requirements 

among CLECs on a reasonable and nondiscriminatory basis. \ I 

‘ * I  I 

Additionally, Mr. Turner (page 20, lines 9 - 13) references paragraph 677 of the 

FCC’s First Report and Order (dated August 8, 1996). He is addressing Total Service 

Long Run Incremental Cost (“TSLRIC”). However, paragraph 678 of this same order 

states: 

While we are adopting a version of the methodology commonly referred to 

as TSLRIC as the basis for pricing interconnection and unbundled 

elements, we are coining the term “total element long run incremental 

cost” (TELRIC) to describe our version of this methodology. 

Therefore, while TSLRIC and TELRIC have similarities, the collocation studies are 

based on TELRIC principles. As stated above, BellSouth’s methodology for 

developing the investment per DC amp is compliant with TELRIC principles. 

21 

22 

23 

24 

25 

Q. MR. CURRY, ON PAGE 8 OF HIS TESTIMONY, ALSO STATES THAT 

BELLSOUTH HAS NOT ESTABLISHED AN APPROPRIATE TELRIC FOR 

DC POWER AND REFERS TO THE FCC’S INTERCONNECTION PRICING 

RULES. DO YOU AGREE WITH HIS ASSESSMENT? 
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A. No. Mr. Curry references paragraph 682 from the FCC’s Local Competition Order 

(CC Docket No. 96-98 released August 8, 1996). The reference is correct, however, 

as stated above the FCC established the TELEUC principles, and it presumably would 

not have allowed the ILECs to recover site preparation cost if doing so conflicted with 

TELRIC principles. The FCC addressed collocation in the Local Competition Docket 

where it established rules to implement the collocation requirements of the 1996 

Telecommunication Act. The FCC reviewed collocation again in the Advanced 

Services Docket (CC Docket No. 98-147, order released March 3 1, 1999) and 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

strengthened the collocation rules to reduce costs and delays faced by competitors that 

seek to collocate equipment in an incumbent LEC’s central office. It is after this 

additional review of collocation that the FCC stated that the ILECs can recover the 

cost for site preparation. The only stipulation contained in the FCC order was that the 

total cost of site preparation would be pro-rated so that the first collocator in a 

particular central office would not be responsible for the entire cost. Consistent with 

this directive, BellSouth has developed a way of pro-rating the cost of collocation 

power requirements among CLECs on a reasonable and nondiscriminatory basis. 

This same cost methodology has been used in all BellSouth states. 

Moreover, in approving BellSouth’s applications for in-region interLATA authority in 

Georgia and Louisiana on May 15,2002 (FCC Order 02-174,7210 and 21 l), in 

Alabama, Kentucky, Mississippi, North Carolina, and South Carolina on September 

18,2002 (FCC Order 02-260,123 1 and appendix H, 72 l), and in Florida and 

Tennessee on December 19,2002 (FCC Order 02-331, appendix D, 121), the FCC 

concluded that BellSouth provides collocation based on TELRIC principles. For 

example, in FCC Order 02-260 it states the following: 

-1 0- 



1 As stated above, checklist item 1 requires a BOC to provide 

2 “interconnection in accordance with the requirements of a section 

3 25 l(c)(2) and 252(d)( 1). Section 252(d)( 1) requires state determinations 

4 regarding the rates, terms, and conditions of interconnection to be based 

5 

6 

7 

8 

9 appendix HI 

on cost and to be nondiscriminatory, and allows the rates to includela 

reasonable profit. The Commission’s pricing rules require, among other 

things, that in order to comply with its collocation obligations, an 

incumbent LEC provide collocation based on TELFUC. [Paragraph 21 in 

$ 0  I 

10 

11 

12 

13 

14 Q. ON PAGES 23 AND 24, MR. TURNER PRESENTS SOUTHWESTERN 

15 

16 BELLSOUTH’S POWER JOBS. HE IS USING THIS AS AN EXAMPLE OF 

17 

18 

19 

20 BELL DATA. 

21 

22 A. The Southwestern Bell investment numbers for Texas are not relevant to determining 

23 

24 

25 

For the foregoing reasons, we reject commenters’ allegations of error and 

find that BellSouth complies with checklist item 1. [Paragraph 23 11 

BELL’S INVESTMENT PROPOSAL IN TEXAS AS A COMPARISON TO 

PUBLICLY AVAILABLE DATA TO CHALLENGE THE 

REASONABLENESS OF BELLSOUTH’S INVESTMENT PER AMP DATA. 

PLEASE PROVIDE YOUR ASSESSMENT OF THE SOUTHWESTERN 

BellSouth’s costs in Florida. These numbers are based on Southwestern Bell’s 

approach to constructing a DC power plant, its supplier costs, its assumptions on 

quantity of items and cable distances, etc. Nonetheless, I will provide a few 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

comments on Mr. Tumer’s Exhibits SET-3 and SET-4. 

The exhibits seem to only account for one BDFB. An oflice equipped with a 

2500 amp or a 4000 amp power plant would certainly have multiple BDFBs. A 

2500 amp power plant should have 2 to 4 BDFBs and a 4000 amp power plant 

should have at least 3 to 5 RDFBs. Thus the total cost for BDFBs should be 

greater. 

The exhibits do not indicate the distance of the BDFB cable run assumed. 

Cabling cost is sensitive to the distance of the cable run, with the cost increasing 

exponentially with distance. 

From reviewing the exhibit, it is not evident if the cost of a power plant controller 

or monitor was included. Monitors are required to control the rectifiers and to 

report power plant alarms. Such costs should be included, which would increase 

the total cost. 

0 

0 

It is unreasonable for AT&T to argue, based on cost support presented by another 

company in another state, that BellSouth’s costs in Florida are too high. The two 

companies may have different operating procedures and different supplier costs. 

These different procedures and supplier costs have a real impact on projected 

investment per amp. Based on a review of the exhibits, it appears that Southwestern’s 

costs may be understated, and there is no need to rely on such data for BellSouth. 

BellSouth’s study is based on real jobs for provisioning power in its region. 

Q. PLEASE ADDRESS MR. CURRY’S COMMENTS ON PAGES 6 AND 7 OF 

HIS TESTIMONY REGARDING BELLSOUTH’S POWER CONTRUCTION 

COST PER AMP FOR THE VARIOUS CENTRAL OFFICES SHOWN. 
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A. Mr. Curry is correct that these power jobs represent power augments or upgrades due 

to collocators’ requests or projected power needs. As stated previously, the FCC 

allows ILECs to recover the cost of power augments as part of its collocation site , 

preparation work. The key point is that each power job could trigger different power 

equipment needs. There are different power Components that may be at or nepr 

exhaust in various central offices at the time a CLEC requests power. Some of these 

components can only be purchased in “chunks” of capacity. Mr. Curry agrees on page 

7 that “[plower plant investments are often characterized as ‘lumpy’ investments.” 

Some examples of the power capacity components are: rectifiers, battery distribution 

fuse bays, and standby AC plants. Any combination of these items, as well as others, 

may be exhausted by an individual power demand request. For that reason, it would 

be misleading to analyze each individual central office project power construction 

cost per amp. Thus, BellSouth chose to develop a regional number using 71 1 actual 

projects to ensure that a sufficient number of jobs were used to develop a reliable 

forward-looking investment per DC amp. Attached, as Exhibit WBS-4, is a copy of 

the results of the 71 1 projects. While there are extreme cases at either end of the 

distribution of projects, the average across the 71 1 projects accurately pro-rates the 

real-world cost to provision an amp of power capacity based on collocators’ requests 

or projected needs. In some cases, BellSouth had to pre-provision power, earlier than 

normal, to ensure that sufficient power capacity existed to meet the ordered 

collocation provisioning intervals. A power job could take up to 26 weeks to 

complete. If power capacity were not available, the provisioning interval would be 

missed. 

1 * 1  I 

Q. MR. TURNER, ON PAGES 24 THROUGH 26, ALLEGES THAT 
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1 

2 

3 

4 A. No, I do not. Dividing the incremental investment in the Gainesville-Main central 

5 

6 

7 

8 

BELLSOUTH HAS MADE A CALCULATION ERROR IN DETERMINING 

THE POWER INVESTMENT PER AMP. DO YOU AGREE? 

office power plant by the total rectifier capacity (amps) added to the office, as stated 

on page 25 of Mr. Turner’s testimony, does not produce a number that represents 

BellSouth’s total forward-looking investment per amp. This is because additional 

equipment investment is required. To produce these additional rectifier amps of 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 Q.  

24 

25 

power would require use of other power equipment for which investments are not 

shown in the analysis; thus, this number would understate true forward-looking 

investment per amp. For example, there could be additional investment associated 

with batteries, power cabling, and fuse bays. The true investment associated with 

providing the total capacity (amps) of the rectifiers would be greater. 

Further, Mr. Turner is obviously targeting an extreme example of the actual power 

projects. What he does not mention are the many cases where the data shows CLECs 

being provided power without triggering a power project. In those cases, BellSouth 

obviously is showing no construction costs even though power is being provided and 

zero cost are shown in the study. Again, while there are extreme cases at either end of 

the distribution of projects, the average across the 71 1 projects accurately pro-rates 

the real-world cost to provision an amp of power capacity. 

MR. TURNER MAKES A RECOMMENDATION ON THE APPROPRIATE 

INVESTMENT PER DC AMP ON PAGE 26. DO YOU AGREE? 

-14- 
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1 A. No. Mr. Turner recommends that the Commission use the $165.80 investment figure 

2 used by BellSouth in a cost study filed in Florida in 1997 in Docket Numbers 960846- 

3 TP, 960757-TP, and 971 140-TP. The collocation power cost study in that docket was 

4 the very first power cost study performed by BellSouth, and actually underestimated 

5 the cost for BellSouth to provision an ;~mp of -48V DC power. The first study was 

6 based on a long list of assumptions and performed before any significant actpty with 

7 collocation in BellSouth’s central offices. By contrast, the current cost study , 

8 producing the $286 per fused amp investment is more reliable because it is based on 

9 actual power construction projects associated with actual collocation power requests 

10 and is more reflective of the power investment that BellSouth expects to incur on a 

11 going-forward basis. 

12 

13 Q. ON THE TOP OF PAGE 9, MR. CURRY RECOMMENDS THAT 

14 

15 

16 YOU AGREE? 

17 

18 A. I do not agree. I believe that the approach taken by BellSouth meets the FCC 

19 

20 

21 

22 

23 YOU AGREE? 

24 

25 A. No. Mr. Turner bases his recommendation on data taken from the U.S. Department of 

BELLSOUTH RECALCULATE ITS DC POWER INVESTMENT USING AN 

INCREMENTAL, BUILDING BLOCK OF CAPACITY APPROACH. DO 

TELIUC requirements and allows BellSouth to recover the costs it expects to incur. 

Q. MR. TURNER, ON PAGES 28 THROUGH 30, PROPOSES THAT THE AC 

POWER COMPONENT OF THE DC POWER CHARGE BE REDUCED. DO 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Energy Estimated U.S. Electricity Utility Average Revenue per Kilowatt Hour to 

Ultimate Consumers by Sector, Census Division, and State, Year-to-Date (November) 

2002 and 2001. BellSouth also used the US. Department of Energy average when the 

cost study was developed. BellSouth used $.07 per kilowatt-hour using the 

Commercial user category. M. Turner states that the Industrial user category is 

appropriate, which includes a rate of $.053 per kilowatt-hour. The Commercial user 

category in Mr. Tumer’s Exhibit SET-5 for Florida shows $.07 and $.067 per 

kilowatt-hour for 200 1 and 2002, respectively. Mr. Tumer’s support for the 

Industrial category is (1) his experience with ILECs and (2) his claim that ILECs 

normally have load-sharing arrangements. As to his first point, Mr. Tumer does not 

provide any detail on his experience with ILECs, or state whether that experience 

includes BellSouth. As to his second point, load sharingkurtailment agreements are 

rate riders offered by the power company to be used in conjunction with base rates. 

BellSouth utilizes these rate riders in conjunction with our base rates, which are 

commercial, where they are economically and operationally feasible. Further, while 

BellSouth may have some load-sharing arrangements with some power companies in 

certain central offices, this is by no means the case in the majority of BellSouth’s 

central offices. Thus, Mr. Turner’s vaguely defined “experience” with ILECs is 

inconsistent with the rates BellSouth actually pays for AC power. 

Additionally, Mr. Turner makes a statement that, in Georgia, he “obtained copies of 

invoices for two of BellSouth’s central offices and learned that BellSouth actually 

incurs costs that are much lower than the $0.07 per kilowatt hour that BellSouth seeks 

here.” Mr. Turner based his assessment on two AC power bills for one month. AC 

power charges are seasonal and the total charge varies as demand varies. The AC 
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2 

3 

4 

5 

6 filed the Georgia study. 

7 

8 Q. PLEASE ADDRESS MR. TURNER’S COMMENTS ON PAGE 29 

power charges could also vary by central office. One month and a couple of central 

offices are not enough data to make a reasonable determination. Again, BellSouth 

used the U.S. Department of Energy average when the cost study was developed. The 

Department of Energy average for the Commercial user category in Mr. Turner’s 

Exhibit SET-5 for Georgia shows $.067 per kilowatt-hour for 2001, when BellSouth 

I * +  I 

9 CONCERNING BELLSOUTH’S 85% EFFICIENCY FACTOR FOR 

10 

11 TO DC. 

12 

13 A. Mr. Turner simply says that BellSouth should use the rectifier efficiency that he 

14 -claims exists in AT&T’s network. He provides no data to support that claim. 

15 Because rectifier efficiency can vary by technology and type, BellSouth chose to use a 

16 number that is used by Telcordia in many of its economic studies. Telcordia uses an 

17 average figure of 85%. It is interesting to note that Mr. Turner’s Exhibits SET-3 and 

18 SET-4, the Southwestern Bell DC power investment proposal and the Texas PUC 

19 approved investment, both include the use of an 85% rectifier efficiency. 

20 

21 

RECTIFIER LOSSES WHEN CONVERTING COMMERCIAL AC POWER 

Q. MR. TURNER PROVIDES A DESCRIPTION OF THE PROVISIONING OF 

22 

23 

DC POWER ON PAGES 30 - 34 OF HIS REVISED REBUTTAL 

TESTIMONY. HIS MAIN POINT, ON PAGE 34, LINES 5 - 7, IS THAT THE 

24 RATE STRUCTURE MUST BE ORGANIZED AROUND ACTUAL USAGE 

25 TO ACHIEVE A COST-BASED SYSTEM. DO YOU AGREE? 
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1 A No. BellSouth provisions DC power to collocators by ensuring that there are 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

sufficient “load amps” available to meet the collocators’ requirements. In other 

words, if a collocator requested 40 amps of power (load amps), BellSouth would 

ensure that 40 amps of DC power plant infrastructure existed and was reserved for the 

collocator’s use. Given that there is a technical requirement to size fuses at 1.5 times 

the equipment load, BellSouth developed the recurring cost for power based on the 

assumption that the charge would be per-fused amp, not per-used amp. To account 

for using per-fused amps, BellSouth multiplies the per-used amp cost by a factor of 

,6667 (1A.5) to develop the power charge to &e CLEC. Therefore, if a CLEC 

informs BellSouth that it will need 40 amps of power to operate equipment in a 

BellSouth central office, the cost-based rate will already account for the use of a 60- 

amp fuse and the rate being based on 60 amps [40 amps * 1.5 = 60 amps]. 

Thus, BellSouth developed its cost based on the load amps 

place fuses at 1.5 times the equipment drain. The DC power plant infrastructure cost 

is not impacted by actual usage. This cost is based on the collocator’s requested load 

amps. 

the requirement to 

19 Q. MR. TURNER RECOMMENDS REDUCING THE WORK TIMES 

20 

21 

22 WITH HIS RECOMMENDATIONS? 

23 

24 A. No. His reasons for reducing the work times are based on a misunderstanding of 

25 

ASSOCIATED WITH FIBER ENTRANCE CABLE INSTALLATION ON 

PAGES 35 THROUGH 38 OF HIS REVISED TESTIMONY. DO YOU AGREE 

BellSouth’s procedures for installing entrance cable. Despite what Mr. Turner states 
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10 

1 1  

12 

13 

14 

15 

16 

in his testimony, BellSouth always installs the entrance cable through the manhole 

into the cable vault up to the splice point. This is never done by a CLEC or it 

certified vendor. He is correct that most of the current interconnection agreements 

state that the CLEC will provide and install the riser cable, which is the cable that 

nins from the collocation space in the central office to the splice point in the Cable 

vault. For that reason, BellSouth is filing cost support for cost elements H. 1.65 and 

H. 1.66. These cost elements recover the cost of BellSouth installing the fiber 

entrance cable from the manhole to the splice point in the vault and splicing the 

fibers. It also recovers the costs associated with planning the riser cable installation. 

It does not include the cost to install the riser cable. 

' ( I  I 

Cost element H. 1.5 recovers the cost of BellSouth installing the fiber entrance cable 

from the manhole to the splice point, the cost to install the riser cable, and the splicing 

of the fibers. This element would still apply where an agreement does not require a 

CLEC to install the riser cable. 

17 Q. MR. TURNER ALSO CLAIMS (ON PAGE 35) THAT THE WORK TIME 

18 FOR THE COMMON SYSTEMS CAPACITY MANAGER ASSOCIATED 

19 WITH RISER CABLE INSTALLATION SHOULD BE REMOVED BECAUSE 

20 THE CLEC INSTALLS THE RISER CABLE. HOW DO YOU RESPOND? 

21 

22 A. The Common System Capacity Manager work time is valid. This work time is 

23 

24 

25 

associated with planning the riser cable installation, such as which route the cable 

should take. This work is required whether BellSouth is installing the riser cable or a 

CLEC's certified vendor is installing the riser cable, This work time is appropriate 
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1 

2 

3 Q. PLEASE ADDRESS MR. TURNER’S SUGGESTED REDUCTION, ON THE 

4 TOP OF PAGE 37, OF THE WORK TIME FOR THE OUTSIDE PLANT 

5 ENGINEER. 

6 

7 A. The Outside Plant Engineer work time is also valid. Mr. Turner contends that the 

for elements H.1.5 and H.1.65. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

work time should be reduced because he interprets the Interconnection Agreement 

language, which states that CLECs will instali riser cable, to mean that the Outside 

Plant Construction group will not install the entrance cable from the manhole to the 

vault. BellSouth will always install the entrance cable. It is the riser cable, the cable 

that runs from the collocation space in the central office to the splice point in the 

cable vault, that the CLEC will install. Therefore, given that Mr. Turner’s sole basis 

for reducing this work time is his misinterpretation of the Interconnection Agreement, 

the work time should not be changed. The work time is appropriate for elements 

H.1.5 and H.1.65. 

18 Q. PLEASE ADDRESS MR. TURNER’S SUGGESTED REDUCTION, ON PAGE 

19 

20 

21 A. As stated previously, BellSouth is filing cost support for cost elements H.1.65 and 

22 H. 1.66. These cost elements recover the cost of BellSouth installing the fiber 

23 entrance cable from the manhole to the splice point in the vault and splicing the 

24 fibers, Cost element H. 1.5 recovers the cost of BellSouth installing the fiber entrance 

25 cable from the manhole to the splice point, the cost to install the riser cable, and the 

37, OF THE WORK TIME FOR OUTSIDE PLANT CONSTRUCTION. 
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1 

2 

3 

4 

splicing of the fibers. BellSouth has already shown a reduction in the work time for 

Outside Plant Construction in element H. 1.65 as a result of the CLEC installing the 

riser cable. That reduced work time is 5.25 hours, Given that BellSouth continues to 

install the fiber entrance cable fiom the manhole to the vault, that reduced work time 

5 is appropriate. i , 

' * I  
6 

7 Q. PLEASE ADDRESS MR. TURNER'S SUGGESTED REMOVAL, ON PAGE 

8 

9 

10 A. Because BellSouth continues to install the fiber entrance cable from the manhole to 

11 

1 2 appropriately included. 

13 

14 Q. MR. TURNER SUGGESTS THAT BELLSOUTH SHOULD HAVE TWO 

15 

16 RESPOND. 

17 

18 A. Mr. Turner suggests having one element that includes the cost of splicing and one that 

19 

20 

21 

22 

23 

24 

25 

I 

38, OF THE COST FOR MANHOLE CONTRACT LABOR. 

the splice point in the vault, the manhole contract labor is required, and is 

RATE ELEMENTS FOR ENTRANCE CABLE INSTALLATION. PLEASE 

does not. Alternatively, he suggests developing a weighted cost based on the 

percentage of installations that require splicing, BellSouth has proposed fiber 

entrance cable installation collocation elements H. 1.65 and H. 1.66, which separate the 

nonrecurring cost of labor to pull the fiber cable from the nonrecurring cost to splice 

the fibers. Thus, if a splice is not required due to the type of cable, the splicing 

charge, element H. 1.66, would not apply. Contrary to MI. Turner's assertion, 

collocators would be charged for spicing when the splicing is not done. 

-21 - 
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1 

2 

3 HIS RECOMMENDATIONS? 

4 

5 A. No. h h .  Turner makes three recommendations regarding the security access labor 

6 times, none of which have merit. First, Mr. Tumer’s recommendation is to use the 

7 labor time of 0.2 labor hours per card instead of the 0.8583 labor hours per card that 

8 he says is used in BellSouth’s study. What Mr. Turner apparently overlooks is that 

9 both labor times are used in the study. The 0.2 labor hours are for the customer 

10 contact person to verify contractual status for billing and provisioning purposes and to 

11 ensure that the order is placed, The 0.8583 labor hours are for contract labor to 

12 administer the ordering, programming and distribution of access cards. Each is a 

13  valid and appropriate work time that applies to the labor involved in two different 

14 functions. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. SECURITY ACCESS LABOR TIMES ARE DISCUSSED ON PAGES 38 

THROUGH 39 OF MR. TURNER’S TESTIMONY. DO YOU AGREE WITH 

His second recommendation is for the Commission to modify BellSouth’s cost for 

replacing a security card so that it will not be more than the cost to initially provide 

one. However, Mr. Turner is mistaken in the belief that the charge BellSouth 

proposes to replace a security card is greater than the charge to initially provide a 

security card, The cost element for new card activation is H. 1.38 and the cost element 

to replace lost or stolen card is H.l 40. The cost for H.1.38 is $38.95 and the cost for 

H. 1.40 is $28.78. Therefore, no change is required. 

Mr. Turner’s third recommendation is that the Commission set the Security Key costs 

equal to those for the Security Card because, he contends, this will be consistent with 
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6 

7 

8 

9 

10 

11 

12 Q. ON PAGES 40 AND 41 OF MR. TURNER’S TESTIMONY, HE ADDRESSES 

TELRIC. Mr. Turner bases his recommendation on the belief that BellSouth did not 

provide support for the times or costs associated with the Security Key, and also that 

the physical key would not be required in the future. Again, Mr. Turner is mistaken. 

BellSouth 

Security Key work times and costs are in the file labeled, “FLphycol.xW’, 

Furthermore, there are cases when keys will be required in the future. For example, 

there could be a need for internal keys (keys to gain access to secure areas inside 

central office) and to access secure gateways. In addition, the FCC, in the Advanced 

Services Order, paragraph 48, made clear that ILECs can recover reasonable security 

cost. Hence, the Security Key costs are appropriate in a TELRIC study. 

provide support for the Security Key study. The support for the 

, 

( ( I  I 

13 

14 

15 

16 

17 

18 

19 

20 

21 

ALLEGED PROBLEMS WITH THE SUBSEQUENT APPLICATION COST. 

PLEASE _ _ _ _  . RESPOND. - _--- - _  

A. The first alleged problem is that the Job Grade 58 function shows 6.5 hours for the 

initial application and 7.5 hours for subsequent applications. Mr. Turner claims that 

subsequent applications generally require less labor (page 40, lines 13 - 14). This 

claim is not correct, at least in this case. The Job Grade 58 function is performed by 

the Account Team Collocation Coordinator (“ATCC”). Two of the functions 

performed by the ATCC are: 1) to gather response data from the various 

22 

23 

24 

25 

interdepartmental network and real estate coordinators and review them for 

compliance with the Agreement or Regulatory requirements, and 2) to respond to the 

interdepartmental coordinators’ questions. For the first h c t i o n  listed, the ATCC is 

gathering information to respond to the CLEC’s request for collocation (e.g., 

-23- 



2 5 8  
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3 

4 

5 

6 

7 

8 

information on space, altemative arrangements, power, entrance facility duct space, 

and building related requirements). For the second function, the ATCC responds to 

questions from the interdepartmental team on issues relating to the Agreement. 

An additional hour is shown for the subsequent application because it takes longer, on 

average to perform these two functions on subsequent applications than the initial 

one. This is primarily due to CLECs typically having new Agreements or 

amendments to Agreements or Regulatory requirements changes since the initial 

9 

I O  

11 

12 

13 

14 

15 

16 

17 

18 

19 Q. PLEASE ADDRESS THE SECOND ALLEGED PROBLEM. 

20 

21 A. The second alleged problem Mr. Turner identified with the development of the 

22 

23 

24 

25 

collocation space was established. The ATCC would spend more time to ensure the 

interdepartmental team is aware of differences so they can properly respond to the 

augment request. They would review prior applications as well to ensure the current 

application can be processed as requested. The ATCC would also spend more time 

reviewing the responses from the interdepartmental team. For example, while a prior 

Agreement may have allowed for Point of Termination (“POT”) Bays or POT Bay 

connections, the current one may not. This will require the ATCC to verify whether 

that arrangement can be provided as requested. There are simply opportunities for 

more conflicts to occur when augmenting an arrangement. 

subsequent application cost concerns the time shown for the Outside Plant Engineer 

(“OSPE”). Mr. Turner contends that f10 time should be included because, he claims, 

engineering is almost never required for subsequent applications. However, the 

OSPE must review every application, both initial and subsequent, and determine 
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14 
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16 
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18 

19 

20 

21 

22 

23 

24 

25 

whether work is required. The amount of time included is only 30 minutes,. This 30 

minutes is an average. There are situations when this review could take less time and 

there are situations when this review could take more time. In either case, a response 

is required by the OSPE on gJ applications, including subsequent applications. 

I I 

1 0  

Q. WHAT IS THE THIRD ALLEGED PROBLEM? 
I 

A. The third problem Mr. Tumer alleges regarding the development of the subsequent 

application cost concerns the fact that the level of work required by Parsons 

Engineering is assumed to be the same as for the initial application. Mr. Turner is not 

totally correct. While the Parsons Engineering fee input for the initial and subsequent 

application is the same, the actual amount of engineering work would not be the 

same. The Parson’s engineering fee input is based on the average amount of work 

performed on both initial and subsequent applications. There would likely be more 

engineering work associated with the initial applications than subsequent applications, 

as a general rule, however, their fee is based on an average of both. Thus, the Parsons 

Engineering fee, as included in the BellSouth’s cost study, should apply on both the 

initial application and subsequent application. If the fee were reduced on the 

subsequent applications, as Mr. Tumer proposes, then it would have to be 

correspondingly raised for initial applications. 

Q. MR. GABEL, ON PAGES 38 THROUGH THE TOP OF PAGE 41, 

ADDRESSES THE COST TO PROCESS AN APPLICATION AND THE 

ENGINEERING COST AFTER A CLEC HAS ACCEPTED THE 

APPLICATION. HE STATES THAT SPRINT AND BELLSOUTH EXPECT 
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2 ARE GREATER THAN VERIZON’S. DO YOU AGREE? 

3 

4 A. No. Mr. Gabel has reached the erroneous conclusion that each ILEC providing 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

TO BE LESS EFFICIENT BECAUSE THEIR WORK TIMES AND ACTIVIES 

collocation nil1 have the same expectcd work activities and work times. The 

expected work activities and work times are based on each company’s processes and 

procedures. These procedures would be based on the current network infrastructure, 

network planning, network forecasts, etc. For example, collocation application 

review time could potentially be affected by: 1) the amount of collocation and other 

central office activity, 2) the amount of available space typically seen in central 

offices, 3) the budget for central ofice work, and 4) the number of central offices in 

the state. BellSouth has estimated its work times and work activities based on the 

requirements associated with its procedures and network. BellSouth is unable to 

address why Verizon can perform this function in-less time, but believes that it is not 

appropriate to simply assume that Verizon is more efficient. A more reasonable 

assumption is that the work times are different because the actual work that is 

necessary differs from one company to the next. 

Mr. Gabel refers to Paragraph 690 of the FCC’s First Report and Order in the Local 

Competition Docket (CC Docket No. 96-98, Released August 8, 1996) in footnote 46 

of his testimony (page 36). He states on page 36, “TELRIC calls for costs to be based 

on those incurred by an efficient firm.” As additional useful information, paragraph 

685 of the FCC’s First Report and Order, which ends with basically the same words 

referred to in paragraph 690, states the following: 
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1 This benchmark of forward-looking cost and existing network design most 

2 

3 

closely represents the incremental costs that incumbents actually expect to 

incur in making network elements available to new entrants. 

4 (emphasis added) 

5 

6 

7 

8 

BellSouth bases its work times and activities on its network and what it exp,e$s to 

incur as a result of reviewing a collocation application. 

, 

9 Q. MR. GABEL REFERS ( A T  PAGE 38 AND PAGE 40) TO TWO EXHIBITS, 

10 EXHIBITS DJG-3 AND DJG-4. IS THE BELLSOUTH INFORMATION 

1 1  SHOWN ON THOSE EXHIBITS ACCURATE? 

12 

13 A. BellSouth’s work times shown in Exhibit DJG-3 are correct. However, BellSouth’s 

14 work times shown in Exhibit DJG-4 are not correct, BellSouth’s “post acceptance” 

15 work function is called Space Preparation - Firm Order Processing (cost element 

16 H. 1.45). Firm Order Processing recovers costs associated with receiving, reviewing, 

17 and processing a collocation firm order. A CLEC submits a firm order to notify 

18 BellSouth to move forward with the collocation installation work after reviewing the 

19 

20 physical collocation finn orders. 

application response. BellSouth’s total work time is 5.5 hours and applies for all 

21 

22 Q. PLEASE ADDRESS MR. GABEL’S RECOMMENDATION (PAGE 39) THAT 

23 THE RATE STRUCTURE MIRROR THE WAY VERIZON CALCUALTED 

24 ITS PROPOSED COSTS BY INCLUDING A “PRE-ACCEPTANCE FEE” 

25 AND A “POST ACCEPTANCE FEE.” 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A. BellSouth has been operating, and continues to operate, under a similar rate structure. 

BellSouth has application fees (e.g., H. 1.1, H. 1 -46) that apply for work associated 

with a CLEC submitting an application to request a specific collocation arrangement. 

The application fee recovers costs associated with various activities, such as 

reviewing application for accuracy, processing the application, review of application 

by different departments, and compiling responses on the specific application. Thus, 

these rate elements correspond to Mr. Gabel’s “pre-acceptance fee” element. 

BellSouth also has a cost element called Space Preparation - Firm Order Processing. 

As stated above, Firm Order Processing recovers costs associated with receiving, 

reviewing, and processing a collocation firm order. A CLEC submits a firm order to 

notify BellSouth to move forward with the collocation installation work afeer 

reviewinp the aDDlication response. Therefore, BellSouth’s rate structure agrees with 

Mr. Gabel’s recommendation. 

It should be noted that the recurring Space Preparation cost elements (elements 

H. 1.41, H.1.42, and H. 1.43) allow BellSouth to recover the cost of engineering, 

design, and modification of the network infrastructure and the building to meet a 

collocator’s specified requirements. 

21 

22 

23 

24 RESPOND. 

25 

Q. M R  TURNER, ON PAGE 42, STATES THAT BELLSOUTH’S SPACE 

AVAILABILITY REPORT NONRECURING CHARGE IS OUT OF RANGE 

WITH WHAT SOME OTHER STATES HAVE ORDERED. PLEASE 
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1 A. 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

First, Mr. Tumer’s analysis did not include charges for any of BellSouth’s states, 

which he obviously has access to, and could have included. If Mr. Turner had 

reviewed the Commission approved charges for other states in BellSouth’s lterritory, 

he would have seen that BellSouth’s proposed charge in Florida is not out of line. In 

fact, it is the lowest. For example, the nonrecurring charge ordered in Alabmpa in its 

UNE cost docket is $1,075.12, the charge ordered in South Carolina in its UNE cost , 
docket is $1,077.57, and the nonrecurring charge ordered in Louisiana in its Y E  cost 

docket is $1,044.07. BellSouth proposed nonrecurring charge of $572.66 for Florida 

is appropriate and is based on its latest review of this activity. 

1 0  

BellSouth is entitled to recover 

CLECs. To develop the cost, BellSouth first determined the work groups involved 

cost of providing space availability reports to 

and the amount of time they would require to produce a report. Then the work time 

was multiplied by the appropriate labor rate and factors to calculate the cost for 

developing the report. 

To produce the report requires one group to interface with the CLEC and two other 

groups to make an assessment and compile data of current space availability, current 

and hture space demand, current and fbture associated power and air conditioning 

needs, etc. BellSouth is not aware of what assumptions are used by other companies 

in the development of their charge for providing a space availability report. However, 

the marked difference between the approved charges in the out-of-region states Mr. 

Turner cites to and the charges described above approved in BellSouth’s region 

suggest that the charges in these out-of-region states reflect different activities, etc. In 

other words, the existence of these differences demonstrates that the rates in the out- 
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1 

2 

3 Q. PLEASE RESPOND TO MR. TURNER’S STATEMENT THAT HE “IS 

4 

5 

6 

7 

8 A. The way Mr. Turner has phrased his statement suggests that he has no actual 

of-region states are a poor basis for comparison. 

CONFIDENT’’ THAT BELLSOUTH HAS AT ITS DISPOSAL A COMPUTER 

AIDED DESIGN SYSTEM TO MAINTATN A SPACE INVENTORY FOR USE 

IN DEVELOPING A SPACE AVAILABITLIY REPORT (PAGE 43)? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

knowledge on this point. Further, BellSouth does not, in fact, have such a system. 

While BellSouth does have a computer aided design (CAD) system that it uses to 

maintain floor space drawings for company purposes, the CAD system is not real- 

time. It is updated on a scheduled basis. Further, given that BellSouth has over 1600 

central offices, it is not reasonable to assume that the CAD system will have the 

current information at any point in time. As a result, Mr. Turner is incorrect to the 

extent he suggests BellSouth is seeking to recover the costs of building an inventory; 

rather BellSouth is seeking to recover the cost that will be incurred in preparing a 

report requested by a CLEC. It should be noted that BellSouth has received less than 

five CLEC requests for these reports in all nine states. Thus, the report is just an 

option that is made available to CLECs, but which they rarely choose to utilize. 

21 

22 

23 

24 

25 A. First, as stated in my direct testimony and as addressed by Mr. Milner’s testimony 

Q. ON PAGES 43 AND 44, M R .  TURNER EXPRESSES TWO CONCERNS WITH 

THE COST DEVELOPMENT FOR THE COPPER ENTRANCE CABLE 

INSTALLATION NONRECURRING CHARGE. HOW DO YOU RESPOND? 

-30- 



2 7 5  

1 

2 

3 

4 

5 

6 

7 

8 

9 
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13 

14 

15 

16 
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18 

I 9  

20 

21 

22 

23 

24 

25 

regarding issue 4 in phase I, BellSouth does not believe that ILECs should be required 

to provide copper entrance facilities. If the Commission accepts BellSouth’s position 

in phase I of this proceeding, then this issue becomes moot. These cost elements are 

being provided for the sole purpose of providing the Commission with complete 

information in order to make a final decision regarding the elements. L 

I * #  I 

However, in response to MI. Turner’s first concem, BellSouth always kstallqthe 

entrance cable (fiber or copper) from the manhole to the splice point in the vault, 

therefore, the manhole contract labor is valid. 

Mr. Turner’s second concern is related to the fact that BellSouth has two cost 

elements for the copper entrance cable. He lists them as H. 1.57 and H.1.58. H. 1.57 is 

comparable to H. 1.5 (fiber entrance cable). Element H. 1.57 recovers the cost to 

perform functions other than splicing, e.g., pulling the entrance cable from the 

manhole to the vault and placing the cable on racks in the vault. In contrast, Element 

H. 1.58 recovers the cost to splice copper pairs. H. 1.58 is a new cost element. This 

new element recovers the additional cost associated with the need to perform many 

more splices for copper cables than fiber cables. For fiber cable, BellSouth would 

splice the number of fibers in the cable (e.g., if a 24 fiber cable was used, then 24 

fibers would be spliced). However, if a relatively small copper cable of 1200 cable 

pairs was used, then BellSouth splices 1200 pairs. Thus, there would be a need to 

establish a new cost element and both charges are appropriate. There are connection 

and test activities performed in both cost elements. 

Q. PLEASE PROVIDE A BRIEF DESCRIPTION OF CABLE RECORDS 
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CHARGES. 

A. Cable Records charges apply for work required to build cable records in company 

systems. The cables belong to the collocator. The collocator’s certified vendor runs 

the cables (e.g., voice grade/ DSO and DSl) from the collocation space to the 

distribution frame. The collocators’ specific distribution frame termination locations 

are needed for the collocator to place orders to cross-connect network elements (e.g., 

unbundled loops) to their collocated equipment. 

The work activities associated with building cable records are one-time or 

nonrecurring. Once the records are built, there would be no need to make a change 

unless requested to do so by the CLEC. 

Q. MR. TURNER, ON PAGES 44 AND 45, STATES THAT THERE SHOULD 

NOT BE A CHARGE FOR CABLE RECORDS WORK, WHY IS IT 

APPROPRIATE FOR BELLSOUTH TO APPLY A NONRECURING 

CHARGE FOR INPUTTING CABLE RECORDS FOR CLECS? 

A. The only reason this work would be done is to comply with the request of a CLEC 

desiring to collocate equipment in BellSouth’s central office. In other words, the 

work is strictly driven by a collocation application and the need to input new 

information in current systems for the benefit of the collocator. BellSouth has simply 

developed a standard rate for the activity associated with manually inputting carrier- 

specific cable termination information into our systems. Since BellSouth performs 

this work solely at the request of a CLEC, BellSouth should be able to recover the 
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Q. 

A. 

one-time costs associated with such work. 

PLEASE ADDRESS MR. TURNER’S CONCERNS WITH THE 

DEVELOPMENT OF THE COLLOCATION CABLE RECORDS CHARGE. 

I 

\ I 

Mr. Turner does not claim that cable records should not be kept. Instead, he,yonglx 

assumes that other rate elements and factors (e.g., the maintenance factor) usqd to 

develop recurring rates duplicate the h c t i o n s  and labor that comprise the elements 

that recover cable records costs. Regarding the other rate elements, Mr. Turner 

believes that the labor time that BellSouth includes for the Circuit Capacity Manager 

(“CCM’) function in cable records is duplicative of functions and labor cost captured 

in the Application cost and Subsequent Application cost elements (H. 1.1 and H. 1 -46). 

This is not true. The CCM labor time and functions associated with the application 

responses (elements H. 1.1 and H. 1 -46) are strictly associated with reviewing the 

collocation application requirements (e.g., shelves, bays, frame terminations), 

interfacing with other network groups, and providing input to the final application 

response to the CLEC. These activities occur prior to a CLEC accepting an 

application response. 

Once a CLEC accepts an application response by submitting a bona fide firm order, 

BellSouth’s space preparation work begins. Additionally, the cable records work 

begins. The CCM interfaces with CLECs, obtains the equipment inventory utilization 

of the frames, and interfaces with other network individuals to develop the initial 

frame assignments based on CLECs’ applications and firm orders. This activity can 

occur anytime between the receipt of a firm order and BellSouth’s completion of its 
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work at the collocation site. 

During the application review phase, the CCM verifies equipment availability and 

other associated equipment requirements. After the firm order is received the CCM 

obtains specific frame utilization information and coordinates with CLECs andor 

CLECs’ certified vendors to develop the initial assignment of frame locations and 

works with other network groups to ensure that the actual facility assignments are 

included in required databases for CLECs, Thus, the work is not duplicative. 

Regarding factors, BellSouth does not recover cable records costs via factors. The 

manual effort to update cable records is not recovered by maintenance or any other 

factors used by BellSouth. Factors do not recover the manual effort to input the 

CLEC’s cable information into BellSouth’s systems. For example, maintenance 

-factor-s recover the cost of performing routine work to prevent trouble, including 

inspecting and reporting on the condition of plant investment. The cable records work 

is not associated with BellSouth’s normal repair and maintenance of systems. 

Therefore, the proposed nonrecurring charges do not over-recover costs. 

19 Q. ON PAGES 50 AND 51, MR. GABEL DISCUSSES COLLOCATION CABLE 

20 RECORDS. HE RECOMMENDS THAT BELLSOUTH PROVIDE IN ITS 

21 SURREBUTTAL TESTIMONY A DETAILED EXPLANATION OF THE 

22 FUNCTIONS ASSOCIATED WITH THIS SERVICE, THE BASIS FOR ITS 

23 TIME ESTIMATES, AND ADDRESS THE DEGREE TO WHICH SPRINT 

24 AND VERIZON SEEK COST RECOVERY OF SIMILAR ACTIVITIES. 

25 PLEASE RESPOND. 

-34- 



2 7 9  

1 A. As stated above, Cable Records charges apply for work required to build cable 

2 

3 

4 

records in company systems. The cables belong to the collocator. The collocator’s 

certified vendor runs the cables (e.g., voice grade/ DSO and DSl) from the collocation 

space to the distribution frame. The collocators’ specific distribution frame 

5 
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IO 

1 1  

12 
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23 

24 

25 

termination locations are needed for the collocator to place orders to cross-copnect 

network elements (e.g., unbundled loops) to their collocated equipment. 
I 4 I  I 

There are several groups involved in the process of identifying frame terminations, 

assigning frame terminations, verifying frame terminations, and notifying CLECs’, 

via circuit facility assignments, of final frame assignments. The CCM is the group 

that interfaces with CLECs and the other BellSouth network groups. The CCM 

obtains the equipment inventory utilization of the frames and works with the CLEC or 

CLEC’s certified vendor on the initial assignment on the frames. This activity could 

include several phone calls, several meetings, and a site visit to the central office. 

Once the CLEC’s certified vendor installs the cables on the frame, BellSouth must 

verify that the correct terminations were made before facility assignments are input in 

the required databases. These activities can occur anytime between firm order and 

completion of the space preparation. 

Once the frame terminations are verified, the CCM works with the other network 

groups to provide the needed information for them to begin the process of inputting 

the assignments in databases. The other groups are: COSMOS [computer system for 

main frame operations]/Switch, Address & Facility Assignment (“AFIG”), Loop 

Capacity Management (“LCM’), and Circuit Provisioning Group (“CPG”). All of the 

groups, except CPG, just handle voice grade frame information. The CPG works with 
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DS 1, DS3 and Fiber frame terminations. 

The LCM, upon receiving the information from the CCM, investigates existing 

collocation cables at the same office, assigns new cable range and name (being careful 

not to duplicate any cable ranges already being used), and creates terminal name and 

6 
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13 

14 

15 

16 

17 

18 

I 9  

20 

21 

22 

23 

24 

25 

count including unique address to identify the collocation terminal. This information 

is provided back to the CCM and also to the AFIG and COSMOS/Switch for input 

into databases. The COSMOS/Switch group inputs the voice grade (2 wire and 4- 

wire) frame infomation into COSMOS/Switch by first establishing the inventory 

range and then inputting the frame location and any remarks. The AFIG identifies 

cable and pair range and builds the inventory in the loop/local facility assignment 

control system (“LFACS”). The AFIG also places restrictions on the collocator’s 

facilities to keep BellSouth from accidentally assigning them for other use. 

The CPG, upon receiving the information from the CCM, inputs the customer 

information for DSls, DS3s, and Fiber cables into the Trunk Integrated Records 

Keeping System (“TIRKS”). 

Q. NOW THAT YOU HAVE PROVIDED AN EXPLANATION OF THE 

FUNCTIONS ASSOCIATED WITH THIS SERVICE, WHAT IS THE BASIS 

FOR THE TIME ESTIMATES? 

A. BellSouth has estimated its work times and work activities based on the requirements 

associated with its procedures and network. BellSouth must ensure that frame 

assignments are made correctly before beginning the process of entering this 
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information into the databases. If the information is not entered correctly, CLECs 

requesting connection to unbundled elements (e.g., unbundled loops or unbundled 

ports) will not be able to establish that connection. Without the correct information in 

the databases, when the order is placed the assignments will not cross connect the 

right terminations on the frames, Therefore, the CCM must work withthe CLEC and 

the other network groups to ensure that the correct facility assignments are made and, 

input into the databases. Additionally, this is not a new function for BellSout,h. 

BellSouth charged for this h c t i o n  in the past via Additional Engineering Charges. 

Establishing the Cable Records charge simply allows BellSouth to provide this 

function using a standard charge. 

' ( I  

CAN YOU ADDRESS THE DEGREE TO WHICH SPFUNT AND VERIZON 

SEEK COST RECOVERY OF SIMILAR ACTIVITIES? 

BellSouth cannot know with complete confidence the answer to this question. 

However, BellSouth believes that both Verizon and Sprint recover this cost in other 

cost elements. For example, Verizon may recover this cost in its Facility Pull charges 

(e.g., Elements 12 and 13) and Cable Termination charges (e.g., Elements 15 - 18) 

since they seem to be associated with cross connections and installing the cable from 

the collocation space to the frame, Sprint may recover this cost in its Administrative 

& Project Management Fees (Elements 2,4,  and 7). The description of the Regional 

Transmission Engineer functions (page 8 of 17 of Davis Exhibit JRD-2) include 

engineering work for cross connects and updating the circuit assignment system. This 

description is under Administration & Project Management Fees. Therefore, 

BellSouth believes that Verizon and Sprint seek cost recovery for this activity, which 
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is only reasonable. Moreover, BellSouth does not have the above-described Sprint 

and Verizon cost elements in its list of cost elements. 

Q. MR. TURNER ADDRESSES THE FLOOR SPACE COST ON PAGES 45 - 49 

5 

6 

7 

8 

9 

10 

11 A. No. Mr. Tumer basically contends that BellSouth’s investment amount is improper 

12 and non-compliant with TELRIC because he can find a way to develop a lower 

13 investment number based on data that does not relate to BellSouth’s network. 

14 Specifically, Mr. Turner states that publicly available investment data from R.S. 

15 Means should be used because it contains information that is verifiable and can be 

16 reviewed. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

OF HIS TESTIMONY. HIS BASIC ALLEGATION IS THAT SINCE THE 

INVESTMENT USED BY BELLSOUTH IN ITS STUDY IS GREATER THAN 

PUBLICLY AVAILABLE DATA ON TELECOMMUNICATIONS SPACE 

INVESTMENT, IT IS INCONSISTENT WITH TELRIC PRICINCIPLES AND 

SHOULD BE REJECTED. DO YOU AGREE? 

The floor space charge allows BellSouth to recover the cost of the building space 

being occupied by collocators. Obviously, the use of actual costs for BellSouth’s 

actual telephone-company building additions are more reflective of the costs that 

BellSouth will incur in providing floor space to CLECs on a going forward basis than 

publicly available data that does not relate to BellSouth. There is no reason to believe 

that the costs incurred recently are not reflective of future expenditures. 

The R.S. Means publication simply estimates construction costs based on past 
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construction jobs. R.S. Means averages jobs done across the nation. It is dependent 

upon contractors reporting information to it. The user of the average national data 

fiom R.S. Means must then use a modifier to adjust for the size of the building. The 

user must also use a factor to adjust the national average to make it a state/city 

5 average. R.S. Means c a n  be best described as an estimator. \ $ 

( * I  
6 

7 

8 

9 

10 

11 

12 

13 number. 

14 

I 

The investment number used by BellSouth is based on actual jobs in BellSoufh 

central offices in Florida. Thus, this number reflects the cost of provisioning 

collocation, which meets TELRIC requirements. TELRIC principles do not require 

that the information must be publicly available. BellSouth simply believes it is better 

to use actual data to determine realistic investment numbers rather than to manipulate 

an estimate based on national averages to arrive at an artificially low investment 

15 Q. MR. GABEL, ON PAGES 12 - 22, ADDRESSES FLOOR SPACE AND SPACE 

16 

17 ELEMENT. 

18 

19 A. The Floor Space cost element is a recurring cost element that recovers the cost of the 

20 building space being occupied by CLECs. It includes the costs for lighting, heating, 

21 air conditioning, and other allocated expenses and associated maintenance of the 

22 building. 

23 

24 

25 

PREPARATION COSTS. PLEASE DESCRIBE THE FLOOR SPACE COST 

Q. PLEASE DESCRIBE YOUR SPACE PREPARATION COST ELEMENTS. 
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A. Space Preparation cost elements allow BellSouth to recover the cost of engineering, 

design, and modification of the network infrastructure and the building to meet a 

collocator’s specified requirements. Such modification could include: 

m Reworking ventilation ducts . Adding cable racking . 

Augmenting air conditioning cooling capacity 

Adding or moving light fixtures 

BellSouth’s Space Preparation costs consist of four cost elements. Only one of them 

is nonrecurring. The other three are recurring costs. The nonrecurring Space 

Preparation cost element is called Firm Order Processing and it recovers costs 

associated with receiving, reviewing, and processing a collocation firm order. A 

CLEC submits a firm order to notify BellSouth to move forward with the collocation 

-installation work after reviewing the application response. 

The three recurring cost elements are: 1) C.O. Modification per square foot, 2) 

Common Systems Modification per square foot for cageless collocation, and 3) 

Common Systems Modification per cage for caged collocation. 

Q. PLEASE DESCRIBE SPACE PREPARATION - C.O. MODIFICATION PER 

SQUARE FOOT. 

A. This element recovers the costs associated with the building design, construction and 

modification work associated with preparing a central office space for collocation. 

For example, it would include the following types of work: 
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1 heating, ventilation, and air conditioning 

2 electrical 

3 architectural , 

4 

5 This element applies for both cageless and caged collocation. \ I 

t * l  

6 
I 

7 Q. PLEASE DESCRIBE SPACE PREPARATION - COMMON SYSTEMS 

8 MODIFICATION PER SQUARE FOOT. 

9 

10 A. This element recovers the costs associated with the installation and modification of 

I 1  network infrastructure (e.g., cable racking, stanchions, AC main feed to bay, fiber 

12 ducts) required to prepare the central office for cageless collocation. Note that this 

13 element would only apply with cageless collocation. 

14 

15 Q. PLEASE DESCFUBE SPACE PREPARATION - COMMON SYSTEMS 

16 MODIFCICATION PER CAGE. 

17 

18 A. This element recovers the costs associated with the installation and modification of 

19 network infrastructure (e.g., cable racking, stanchions, AC main feed to bay, fiber 

20 ducts) required to prepare the central office for caged collocation. Note that this 

21 element would only apply with caged collocation. 

22 

23 Q. ON PAGES 13 AND 14 OF HIS TESTIMONY, MR. GABEL EXPRESSES 

24 THREE CONCERNS WITH THE METHOD USED BY BELLSOUTH TO 

25 ESTIMATE FLOOR SPACE INVESTMENT. PLEASE RESPOND. 
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First, Mr. Gabel is concerned that not enough central offices are represented to be a 

statistically valid sample. As stated above, the floor space charge allows BellSouth to 

recover the cost of the building space being occupied by collocators. BellSouth 

believes that the use of actual costs for its actual telephone-company central office 

building additions are reflective of the costs that BellSouth will incur in providing 

central office floor space to CLECs on a going forward basis. There is no reason to 

believe that the costs incurred recently are not reflective of future expenditures. All 

building additions shown were made to existing central office buildings. As for the 

number of observations used, BellSouth used 100% of the building additions with 

final numbers for the years 2001 and 2002. These were the most current jobs. The 

numbers are unbiased in that we did not selectively remove any jobs from the study. 

Mr. Gabel’s second concern is with the degree of variation in the cost per square foot 

shown from one of the central office building additions to the next. The cost per 

square foot by central office does vary. This variation is due to the specific 

requirements at each central office. For example, some building additions could 

trigger the need for a new air conditioning system or other high cost items. 

Additionally, the code requirements in one city could be more stringent than in 

another city. 

Third, Mr. Gabel states that the data used by BellSouth is not appropriate for a 

TELRIC study because BellSouth has “used incremental rather than total demand in 

its space study.” (Page 14, lines 11 - 20) He refers to paragraph 682 in the FCC’s 

First Report and Order in the Local Competition Docket (CC Docket No. 96-98, 

Released August 8, 1996) in footnote 10 of his testimony (page 14). He states on 
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14 

page 14, “The FCC’s pricing order requires that TELRIC cost estimates be obtained 

‘by dividing the total cost associated with the element by a reasonable projection of 

the actual total usage of the element’.’’ BellSouth has, in fact, done this. The total 

cost of the building additions have been divided by the total useable square footage 

added, which include both space used by BellSouth and other parties (i!e., totaI cost 

divided by actual total usage). This methodology, since it is based on the mtst 

current expenditures, is reflective of forward-looking space cost for both BellSouth 

and collocators. Moreover, given that the FCC’s collocation rules (specifically FCC 

Rule 5 1.323(f)( 1)) do not require ILECs to lease or construct additional space to 

provide for physical collocation when existing space has been exhausted, BellSouth 

does not believe that there is TELRIC requirement to develop an investment based on 

reconstructing all central offices in the state and dividing by the total central office 

space in all central offices in the state. 

, 

15 Q. PLEASE ADDRESS MR. GABEL’S CLAIM (PAGE 16, LINES 2 - 7) THAT 

16 

17 

18 

19 A. Mr. Gabel seems to believe that BellSouth’s methodology for developing the 

20 

21 

22 

23 

24 

25 

BELLSOUTH’S INVESTMENT ESTIMATE IS SIGNIFICANTLY OUT OF 

LINE WITH THE ESTIMATES OF VEFUZON AND SPRINT. 

investment for the Floor Space cost has led to an investment per square foot that is 

significantly more than TELRIC and what the other party’s in this docket have 

proposed. Based on my review of the other party’s filing, I do not agree. While it 

does appear that BellSouth’s investment per square foot is greater than Verizon’s, it 

also appears that BellSouth’s investment is less than Sprint’s. 
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6 nondiscriminatory. 

7 

8 Q. MR GABEL ADDRESSES SPACE PREPARATION CHARGES ON PAGES 17 

9 AND 18. HE STATES THAT BELLSOUTH HAS NOT DEMONSTRATED 

10 THAT THE COSTS REPORTED ON H.1.41 ARE FROM A RANDOM 

11 SAMPLE AND REPRESENTATIVE OF THE LOCATIONS WHERE THE 

12 COMPANY INCURS SPACE PREPARATION COSTS. PLEASE RESPOND. 

13 

14 A. As stated above, Space Preparation cost elements allow BellSouth to recover the cost 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Moreover, as stated above, in approving BellSouth’s applications for in-region 

interLATA authority in all of its nine states, the FCC concluded that BellSouth 

provides collocation based on TELRIC. The same Floor Space cost development 

process that Mr. Gable criticizes was in use at the time the FCC made that 

determination. BellSouth’s Floor Space costhate is reasonable and 

of engineering, design, and modification of the network infrastructure and the 

building to meet a collocator’s specified requirements. BellSouth’s Space Preparation 

costs consist of four cost elements. The three recurring cost elements are: 1) C.O. 

Modification per square foot, 2) Common Systems Modification per square foot for 

cageless collocation, and 3) Common Systems Modification per cage for caged 

collocation. Although Mr. Gabel criticizes BellSouth’s space preparation charges in 

general, his comments really only address element H.1.41, which is the C.O. 

Modification per square foot element. Specifically, Mr. Gabel contends that 

BellSouth has not shown that its sample is representative. 

This element recovers the costs associated with the building design, construction and 
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modification work associated with preparing a central office space for collocation. To 

develop this forward-looking investment, BellSouth started with final investment data 

from actual collocation projects over a certain time period. Costs that would not 

apply on a forward-looking basis, such as barrier walls, were backed out. This data 

was obtained region-wide due to the limited quantity of collocation projects with final 

costs. Attached, as Exhibit WBS-5, is a copy of the data. All available projects 

during the time period with final costs were used. A weighted-average of the, data 

from all nine states was taken to produce the forward-looking investment per square 

foot of $12 1.1 1. A total of 123 projects encompassing 594 firm order collocation 

sites were used. Thus, the investments shown for element H. 1.41 are representative 

of locations where the company incurs space preparation costs. 

, ' $ 4  

The FCC, in paragraph 5 1 of its Advanced Services Order, specifically allows ILECs 

to recover the costs of preparing collocation space. It states: 

We conclude, based on the record, that incumbent LECs must allocate 

space preparation, security measures, and other collocation charges on a 

pro-rated basis so the first collocator in a particular incumbent premises 

will not be responsible for the entire cost of site preparation. 

BellSouth's methodology for developing the investment per square foot or per cage is 

simply a way of pro-rating the cost of collocation space preparation requirements 

among CLECs on a reasonable and nondiscriminatory basis. 

Q. MR. GABEL STATES THAT (PAGE19) BELLSOUTH'S TARIFF 
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5 IS HE CORRECT? 

6 

7 A. No. The tariff simply requires the CLEC to remove 

8 

9 

10 

11 

REQUIREMENTS AT TERMINATION OF OCCUPANCY MEANS THAT 

THE CLEC IS INAPPROPRIATELY REQUIRED TO BOTH MAKE THE 

SPACE READY FOR ITSELF (AT THE TIME OF OCCUPATION) AND 

MAKE THE SPACE READY FOR THE NEXT COLLOCATOR AS WELL. 

equipment/property and to 

return the space in the same condition when first occupied by the CLEC. The CLEC 

is only responsible for removing ;tS equipment, not BellSouth’s equipment. The 

CLEC is not required to remove any items of investment (e.g., racks and power bays) 

BellSouth has included in its study. Therefore, the space preparation charges only 

12 apply once. 

13 

14 

15 

16 

17 

18 

19 

20 Q. ON PAGES 20 AND 21, M R .  GABEL EXPRESSES CONCERN WITH 

21 

22 

23 

24 

25 

o n b e  I 
Additionally, on page 20, Mr. R m e r  states that depreciation rates reflect the cost of 

removing plant (telecommunications equipment). He is correct. Depreciation rates 

do reflect the cost of removing BellSouth’s depreciable equipment. It does not reflect 

the cost of removing CLEC equipment, Since the tariff only requires the CLEC to 

remove its equipment (and not BellSouth’s equipment), there is no over charge. 

BELLSOUTH’S APPLICATION OF THE SPACE PREPARATION CHARGE. 

HE BELIEVES THAT BELLSOUTH DISCRIMINATES AGAINST 

COMPETITORS BY CHARGING THEM FOR SPACE PREPARATION, 

WHILE NOT INCLUDING THE COSTS OF SPACE PREPARATION IN ITS 

RETAIL COST STUDIES. DO YOU AGREE? 
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1 A. No. First of all, when a CLEC uses collocation to provision its network, BellSouth 
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6 space. 

7 

incurs specific costs for preparing that collocation space as well as assigning a portion 

of that building for use only by that collocator. The FCC allows ILECs to recover the 

cost of collocation. Specifically, as stated above, paragraph 5 1 of the FCC’s 

Advanced Services Order allows ILECs to recover the costs of preparing collpcation 

I t 4  I 

8 

9 
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For BellSouth’s retail services, the services range from a voice grade loop which uses 

everything from the main distribution frame to a circuit switch, to a Digital Subscriber 

Line service, which uses a digital subscriber line access manager (“DSLAM”) as well 

as high capacity services that uses synchronous optical network (“SONET”) 

equipment with speeds ranging from 1.544 megabits to gigabits. Similarly, the CLEC 

can offer the same type of services depending on the equipment they choose to 

deploy. BellSouth’s infrastructure includes central office buildings that house 

everything from circuit switches to DSLAM and SONET equipment. CLECs 

infrastructure includes buildings it may own and purchased collocation space, again 

housing similar equipment. BellSouth in its retail offerings recover the costs of its 

buildings by assigning the cost on a per circuit investment basis. Hence, BellSouth 

has chosen its methodology for recovering building-related costs from its end users. 

It should be noted that the price for retail offerings are not set at cost. Similarly, the 

CLEC can choose to recover its costs from its end users in any method it chooses. 

The important distinction is that provisioning a circuit out of a DSLAM or switch to 

an end user does not entail the same costs as providing central office space and its 

preparation for a collocator. 
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Q. DO YOU AGREE WITH MR. GABEL’S RECOMMENDATION FOR 

BELLSOUTH TO USE VERIZON’S METHODOLOGY FOR ESTIMATING 

FLOOR SPACE COST? 

A. No, I do not. As previously stated, the FCC has found BellSouth’s costs for 

collocation to be TELRTC compliant. Mr. Gabel offers no concrete evidence that 

BellSouth’s costs are not TELRIC compliant. He simply uses a methodology that 

produces a lower cost, based on the apparent (incorrect) belief that this is what 

TELRIC requires. To the contrary, the FCC allows for a range of reasonableness for 

TELFUC pricing. Paragraph 30 in FCC Order 02-260 states: 

We will, however, reject an application if “basic TELRIC principles are 

violated or the state commission makes clear errors in factual findings 

on matters so substantial that the end result falls outside the range that 

the reasonable application of TELRIC principles would produce.”’ We 

note that different states may reach different results that are each within 

the range of what a reasonable application of TELRIC principles would 

produce. 

Costs and rates must be developed on a company specific basis as stated previously. 

For example, BellSouth has approximately 200 central offces in Florida and 

approximately 130 have collocation. Verizon has fewer central offices and fewer 

central offices with collocation in Florida. This simple difference between the two 

companies would have a real impact on the procedures and planning within the state, 

’ Verizon Pennsylvania Section 271 Application Order, CC Docket No. 01-138, 16 FCC Rcd 17419, 17453, 
para. 5 5 .  
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9 Q. THE SPACE PREPARTION COST ELEMENT IS DISCUSSED IN MR. 

which would impact the resulting cost estimates. Verizon’s methodology of 

reconstructing all central offices in the state by using the embedded investment 

(adjusted using the current cost to booked cost factor) divided by the total demand is 

not a more accurate method than BellSouth’s method of looking at situations where 

building additions have occurred. BcllSouth has divided the total cost Bssociated with 

the recent building additions by the total useable square footage added, and ;thus , 
reflected the forward-looking cost of floor space. 

10 TURNER’S TESTIMONY ON PAGES 55 - 57. HE STATES THAT HE HAS A 

11 

12 

13 TESTIMONY AND RESPOND. 

14 

15 A. Mr. Turner appears to be very confused as to what BellSouth is proposing for the 

CONCERN WITH THE INVESTMENT NUMBER AND THE ITEMS 

INCLUDED IN THE STUDY. PLEASE CLARIFY THIS PART OF HIS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

space preparation cost element. BellSouth’s space preparation cost elements consist 

of four elements as stated above. Mr. Turner specifically addresses the space 

preparation - central office modification element. This element recovers the costs 

associated with the building design, construction and modification work associated 

with preparing a central office space for collocation, such as, heating, ventilation, and 

air conditioning. 

To develop this forward-looking investment, BellSouth started with final investment 

data from actual projects over a certain time period. Costs that would not apply on a 

forward-looking basis, such as barrier walls, were backed out. This data was obtained 
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region-wide due to the limited quantity of projects with final costs. A weighted- 

average of the data from all nine states was taken to produce the forward-looking 

investment per square foot of $12 1.1 1. 

Mr. Turner is also confused in that- the items he highlighted on page 5 5 ,  line 22 

(cage cost set fee, barrier wall, and card reader) were specifically backed out of the 

study where they may have been included in the actual projects. These items were 

highlighted on some support papers and Mr. Tumer must have assumed that they 

were included in the study. Therefore, that concern should be resolved. 

MR. TURNER, ON PAGES 52 - 55, PROPOSES THAT THE CAGE 

PREPARATION COST BE DEVELOPED USING R. S. MEANS. PLEASE 

RESPOND. 

First, it should be noted that the construction of the collocation cage can be done by a 

certified vendor if the CLEC chooses. There is no requirement that BellSouth 

construct the cage. 

However, if BellSouth does construct the cage, it should be able to recover its costs. 

Mr. Turner is basically stating that the investment is not correct because he can find a 

way to show that a lower investment number can be developed. Again, he states that 

investment data from R.S. Means should be used because it contains information that 

is verifiable and can be reviewed. As stated previously, R.S. Means publication 

simply estimates construction costs based on past construction jobs and at best can 

only be described as an estimator. 
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5 Q. PLEASE ADDRESS MR. TURNER’S REASON FOR REMOVING THF, DUST 

The investment numbers used by BellSouth for cage construction are based on actual 

contractor quotes and actual prices from manufacturers. BellSouth simply believes it 

is better to use actual data rather than manipulate a national average investment. 

I * #  

6 

7 

PARTITION COST (PAGES 54 - 55). 
I 

8 A. Mr. Turner supports his position that the dust partition cost should be removed 

9 

10 

11 

12 

13 

14 

15 

16 Q. MR. TURNER, ON PAGES 49 THROUGH 51, QUESTION THE CABLE 

17 

18 

19 

20 

21 

22 A. Mr. Tumer states that BellSouth’s proposed capacity of 30 cables is understated, and 

23 he proceeds to develop a number that will lower costs by using information from Bell 

24 Labs. Mr. Turner does not state when the Bell Labs data was developed. From 

25 reviewing the table included in his testimony on page 50 and reading his testimony, it 

primarily on his observation of Lucent Technologies personnel installing framing 

equipment. Lucent is not a good choice for comparison, since Lucent is an equipment 

installers. Equipment installation does not typically create dust. BellSouth uses 

general contractors to construct cages in Bellsouth central offices. Cage cmstruction 

does create dust, and therefore, it is appropriate for BellSouth to include the dust 

partition in its cost study. 

RACK CAPACITY USED BY BELLSOUTH IN DEVELOPING THE CABLE 

SUPPORT STRUCTURE COST FOR FIBER ENTRANCE CABLE. HE 

STATES THAT THE CAPACITY WAS NOT DONE CORRECTLY AND 

PRESENTS HIS PROPOSAL. PLEASE RESPOND. 
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appears Mr. Turner arbitrarily chose a fiber rack size of 12 inches. From there, he 

used the table to estimate the number of DS 1 cables that should be placed in that rack. 

Then he converts the number of DS 1 cables to a number of fiber cables using the 

assumption that three DS 1 cables equal one fiber cable in diameter. 

Mr. Turner’s process starts with an arbitrary assumption of the cable rack size and 

ends with an assumption that 3 DS1 cables equal one fiber cable. His analysis is not 

representative of the size racks BellSouth would use or BellSouth’s procedures for 

placing fiber cable in racks. 

BellSouth developed the fiber entrance cable support structure costs based on the 

following assumptions: 

0 

0 

0 

Collocator private entrance cable rack is a 5 inch width rack 

BellSouth standards for maximum pile-up height on a 5 inch rack is 5 inches. 

The quantity and size of riser cables is at the discretion of the collocator; 

BellSouth’s assumption was an average riser cable diameter of approximately .75 

inches. 

Cable racks are equipped with cable retaining brackets and cables are run 

unsecured 

Physical fill of rack is estimated at 70% of theoretical maximum or approximately 

30 riser cables. 

0 

Therefore, BellSouth cable rack capacity is based on BellSouth’s standards and the 

actual cable racking used. BellSouth does utilize a systematic approach for 

determining the capacity of cable racks. Mr. Turner’s proposal should be rejected. 
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Q. MR. TURNER STATES (PAGES 51 AND 52) THAT BELLSOUTH SHOULD 

USE THE SAME FILL FACTOR IT USES FOR ITS FRAME EQUIPMENT IN 

THE POT FRAME COST STUDY. DO YOU AGREE? , 

A. No. The Point of Termination (“POT”) bay/frame was initially a required tewination 

arrangement for CLECs collocating in BellSouth’s central office. As a result of FCC 

orders, BellSouth does not require CLECs to use this termination and it is t oy ly  

optional. In fact, it has not been offered by BellSouth as a required termination point 

since 1999. The only CLECs that continue to receive charges for this item are the 

ones that happen to have older Agreements containing that rate element. This is 

essentially a grandfathered offering. 

1 4 1  

For the reason stated above, BellSouth does not treat POT frame termination the same 

as its frame terminations (e.g., the 2-wire terminations on the main distribution frame 

(“MDF”)) that are used by BellSouth’s customers and the CLECs. The POT frame 

terminations are only used by a CLEC that continues to have the grandfathered option 

in its Agreement. At some point in time, there will be no new terminations on these 

frames. 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

A. Yes. 

25 
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3Y MS. WHITE: 

Q M r .  Shel l ,  could you please g ive  your summary f o r  the 

record? 

A Yes. Thank you. Good morning, Commissioners. The 

purpose o f  my testimony i s  t o  describe the  development o f  the  

costs associated w i t h  c o l l  ocat ion and t o  respond t o  statements 

ng AT&T and the  F lo r ida  Commission 

c o l l o c a t i o n  elements. 

made by witnesses represent 

s t a f f  regarding Bel lSouth's 

The co l l oca t i on  e 

grouped 

c o l l  ocat 

I n  addi t  

a1 te rna t  

ones Bel 

col 1 ocat 

requests 

ements studied by BellSouth can be 

n to  four  categories: Physical co l loca t ion ,  v i r t u a l  

on, adjacent co l l oca t i on ,  remote terminal co l loca t ion .  

on, BellSouth f i l e d  Assembly Po in t ,  which i s  an 

ve t o  co l loca t ion .  These co l l oca t i on  elements are the  

South needs t o  p rov i s ion  the  various types o f  

on pursuant t o  FCC orders and based on customer 

Bel lSouth used the  same cost  methodology prev ious ly  

approved by t h i s  Commission i n  i t s  orders i n  Docket Number 

990649-TP. Add i t i ona l l y ,  Bel lSouth has made the appl icable 

adjustments from t h a t  docket. For example, BellSouth i s  using 

the  ordered cost o f  cap i ta l  and deprec iat ion rates.  However, 

s ince t h i s  i s  a new proceeding and the  study per iod i s  2003 t o  

2005, other fac to rs  and loadings have been updated t o  r e f l e c t  

t he  1 atest  avai 1 ab1 e inputs  . 
Bel lSouth's cost  studies adhere t o  TELRIC p r i c i n g  
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r u l e s  t h a t  r e f l e c t  forward- looking economic costs.  Before 

s p e c i f i c a l l y  addressing the  cost studies,  I w i l l  address 

Mr. Turner 's  statement regarding a s i n g l e  cost  model. 

Bel 1 South does no t  support the  use o f  a sing1 e cost  model . 

Mr. Turner assumes t h a t  varying cost  r e s u l t s  between ILECs 

means t h a t  the cost studies do no t  adhere t o  the  TELRIC 

guidel ines.  He uses t h i s  i n c o r r e c t  assumption t o  support the 

need f o r  a s ing le  model. 

t h a t  Mr. Turner does not  seem t o  r e a l i z e  t h a t  t he  model used t o  

complete a cost  study i s  not  considered a cost  d r i v e r .  

j u s t  a t o o l  t h a t  accepts inputs ,  makes the  appropriate 

cal  cul  a t ions,  and produces the  outputs. Cost d r i ve rs  are 

th ings  such as assumptions used, i npu t  data t h a t  are based on 

the  company's network plans and operat ing procedures. Spec i f i c  

inpu ts  and assumptions are no t  going t o  change j u s t  because the 

ILECs use the same model. 

However, what 's most important i s  

It i s  

Add i t i ona l l y ,  h i s  statement t h a t  a s ing le  cost model 

can r e a d i l y  be used by a l l  three ILECs i s  no t  t r u e .  It would 

cost  more and requ i re  more t ime t o  perform studies i f  a l l  three 

ILECs were required t o  use a s ing le  model. Simply put,  

Mr. Turner 's proposal f o r  a s ing le  model would cause the  ILECs 

t o  spend more t ime, incur  more costs w i t h  no rea l  e f f e c t  on the 

resul  t i ng cost numbers. 

M r .  Turner and M r .  Curry both express concerns w i t h  

Their  primary Bel lSouth's development o f  the  DC power costs. 
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concern seems t o  be t h a t  the study does no t  comply w i t h  TELRIC 

p r i c i n g  r u l e s .  However, the FCC has s p e c i f i c a l l y  allowed the 

ILECs t o  recover the costs o f  cent ra l  o f f i c e  modi f icat ions o r  

s i t e  preparat ion , i ncl  udi ng power augments , t o  meet col loca tors  

needs. Paragraph 51 o f  the FCC's Advanced Services Order 

c l e a r l y  al lows the ILECs t o  recover such costs.  

Since the FCC establ ished the  TELRIC p r i n c i p l e s ,  i t  

presumably would not  have allowed the  ILECs t o  recover t h i s  

cost  i f  doing so c o n f l i c t e d  w i t h  TELRIC p r i n c i p l e s .  Moreover, 

i n  approving Bel lSouth 's  appl icat ions f o r  any region interLATA 

au tho r i t y ,  t h e  FCC concluded t h a t  Bel lSouth provides 

col 1 ocat ion based on TELRIC p r i  n c i  p l  es. 

M r .  Gabel has concerns w i t h  several o f  Bel lSouth 's  

cost  elements as we l l .  It appears t h a t  he i s  assuming t h a t  

TELRIC p r i n c i p l e s  requi re t h a t  the  appropr iate cost  o r  r a t e  

should be the  lowest o f  a l l  three ILECs. 

t o  take t h i s  p o s i t i o n  w i t h  the app l i ca t i on  fee and the 

subsequent engineering firm order processing and f l o o r  space. 

However, i t  i s Bel 1 South's pos i t i on ,  cons is tent  w i t h  Paragraph 

685 o f  t he  FCC's repor t ,  F i r s t  Report and Order, t h a t  a 

benchmark o f  forward- looking costs and e x i s t i n g  network design 

most c lose ly  represents the incremental costs t h a t  a s p e c i f i c  

ILEC a c t u a l l y  expects t o  incur .  As such, Bel lSouth has 

devel oped forward- 1 ooki ng costs based on rea l  word actual 

Bel  1 South inputs .  Thank you. That concl udes my summary. 

For example, he seems 

FLORIDA PUBLIC SERVICE COMMISSION 
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MS. WHITE: Mr. Shel l  i s  ava i lab le  f o r  

x-oss-examination. 

CHAIRMAN BAEZ: I ' m  assuming no f r i e n d l y  cross. 

lkay. Mr. Kassman, w e ' l l  s t a r t  w i t h  you. 

MR. KASSMAN: FDN has no questions. 

CHAIRMAN BAEZ: Okay. Mr. Hatch. 

MR. HATCH: ( Inaud ib le .  Microphone o f f . )  

CHAIRMAN BAEZ: A l l  r i g h t .  

CROSS EXAMINATION 

3Y MR. WATKINS: 

Q Good morning, Mr. She l l .  

A Good morning. 

Q M r .  Hatch has an e x h i b i t  t h a t  I ' m  going t o  use i n  my 

extreme y b r i e f  cross-examination o f  you today. 

i s  Gene Watkins; I ' m  w i t h  Covad Communications. Good morning. 

F i r s t ,  my name 

A Good morning. 

MR. WATKINS: To Commissioner Jaber, I apologize f o r  

not having t h i s  i n  f r o n t  o f  you. 

COMMISSIONER JABER: No, t h a t ' s  q u i t e  a l l  r i g h t .  

I'll have i t  by the end o f  the  day. 

MR. WATKINS: Th is  w i l l  be used tomorrow as we l l  w i t h  

Ms. E l l i s .  

t h i s  as She l l ,  Covad-1. I 've  asked Mr. Shel l  ' s  counsel whether 

they will s t i p u l a t e  t o  the accuracy o f  the  inputs  t o  t h i s  char t  

f o r  t o t a l  monthly recur r ing  charge, power percentage, 

Jus t  f o r  purposes o f  the record, I ' d  l i k e  t o  mark 
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naintenance percentage, and i n f r a s t r u c t u r e  percentage f o r  t he  

x r r e n t  and proposed monthly recur r ing  charges. W i l l  

3el lSouth's counsel s t i p u l a t e  t o  t h a t ,  so I d o n ' t  have t o  hand 

i i m  the discovery responses from which i t  came and go through 

chat? 

MR. CARVER: Yes, w i t h  a q u a l i f i c a t i o n .  We have gone 

through the char t ,  and the  d o l l a r  amounts and the  percentages 

jppear t o  be an accurate r e f l e c t i o n  o f  what was contained i n  

i u r  discovery, so we t h i n k  t h a t  t h a t ' s  been accurately depicted 

i n  the char t .  

I would note, though, t h a t  one column i s  

i n f ras t ruc tu re  NRC, which i s  the number t h a t  we provided i f  the  

:ommission ordered us t o  cons t i t u te  the charge t h a t  way, so I ' m  

reserving an ob jec t ion  on t h a t .  But what's l i s t e d  i n  the  char t  

joes appear accurate. 

CHAIRMAN BAEZ: As accurate. Thank you, Mr. Carver. 

4nd, Mr. Watkins, j u s t  f o r  i d e n t i f i c a t i o n  purposes, we're going 

t o  i d e n t i f y  t h i s  con f iden t ia l  e x h i b i t  as Conf ident ia l  E x h i b i t  

Number 38, and t h a t  w i l l  be i d e n t i f i e d  as She l l ,  Covad-1. 

MR. WATKINS: Okay. 

(Exh ib i t  38 marked f o r  i d e n t i f i c a t i o n . )  

BY MR. WATKINS: 

Q Mr. She l l ,  i n  look ing  a t  t h i s  char t ,  t h e  one t h i n g  

t h a t  leaps out i s  t h a t  f a r  r ight -hand column, and t h a t  i s  i f  

one assumes t h a t  Bel lSouth 's  i n f ras t ruc tu re  costs are - -  and, 
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Mr. Carver, the  number i n  t h a t  i n f r a s t r u c t u r e  NRC column i s  no t  

Q 
t h a t  i s  t 

charge i s  

con f iden t ia l ,  i s  t h a t  cor rec t ,  f o r  BellSouth? 

MR. CARVER: That I s cor rec t .  

That the $648.35 i n  t h a t  column, i f  we assume t h a t  

le i n f r a s t r u c t u r e  cost  t h a t  the  monthly recur r ing  

u l t i m a t e l y  going t o  attempt t o  recover, t h a t  

Bel lSouth using the  i n f r a s t r u c t u r e  percentage provided i n  

response t o  our discovery would recover t h a t  t o t a l  

months; i s  t h a t  correct? i n f r a s t r u c t u r e  charge i n  about 154 

A No, i t ' s  no t  co r rec t .  I 

i n f r a s t r u c t u r e  cost  t h a t  the  month 

attempt t o  recover, and t h a t ' s  the  

wi th .  I ' m  not  sure i f  the  mike - -  

get rea l  close. 

t h i n k  you s tated t h i s  i s  Lhe 

y recu r r i ng  charge w i l l  

p a r t  t h a t  we d o n ' t  agree 

can you hear me okay? I'll 

The d i s t i n c t i o n  i s ,  i s  t h a t  t h i s  i s  an investment 

which means i t ' s  a c a p i t a l i z e d  i tem. 

you have a person go ou t  i n t o  the f i e l d  t o  i n s t a l l  a piece o f  

equipment and as a r e s u l t  you have 30 minutes times the labor  

r a t e  and t h a t ' s  a one-t ime cost.  What you have i s  a piece o f  

equipment t h a t  Bel lSouth incurs  per p a r t  32 o f  the accounting 

I t ' s  not  a funct ion where 

ru les .  We 

expenses, 

equipment 

w i l l  incur  

i ncu r  depreciat ion,  maintenance, on-going operat ion 

ncome taxes, ad valorem. As long as t h i s  piece o f  

s i n  our i n f r a s t r u c t u r e  i n  our accounting base, we 

these costs. So Bel lSouth's p o s i t i o n  i s  once you 

have a cap i ta l i zed  piece o f  equipment, recu r r i ng  charges are 
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appropriate t o  recover t h a t .  

And what we have done i n  t h i s  est imate here i s  we 

approximated what - -  i f  you want t o  back t h a t  recur r ing  charge 

t o  a one-time charge. But there  are a l o t  o f  assumptions and a 

l o t  o f  questions on how would you implement t h a t .  For example, 

do you - -  t h i s  was backed up based on the  approximate l i f e  o f  

the  equipment. Once t h a t ' s  done, does t h a t  mean a t  the end o f  

the  l i f e  the equipment the p a r t y  would have t o  pay again 

because the equipment - - i f  t h e  equipment a f t e r  12 years, 13 

years i s  no longer v a l i d ,  would they pay BellSouth another 

$648? And t h a t ' s  what the recu r r i ng  charge a l l ev ia tes .  It 

al lows you t o  recover those costs t h a t  would proper ly  be 

accounted f o r  i n  our books pursuant t o  p a r t  32 o f  the ru les .  

Q Now, Mr. She l l ,  you i n c u r  c e r t a i n  costs,  and those 

are cap i ta l i zed  o r  depreciated over a per iod o f  t ime. And i t ' s  

t h a t  depreciat ion l i f e  t h a t ' s  t he  l i f e  o f  those various 

elements t h a t  make up the  i n f r a s t r u c t u r e  t h a t ' s  provided when 

somebody says, I want an amp o f  power, t h a t  i s  depreciated over 

a per iod o f  t ime. Do you be l ieve  - -  i s  t h a t  correct? 

A You're cor rec t  t h a t  equipment i s  depreciated, bu t  

what we're cost ing out i s  the  service,  no t  t he  equipment. As 

long as the service i s  provided, Bel lSouth has t o  maintain t h a t  

equipment. And a f t e r  year 13, we ' re  no t  going t o  j u s t  stop 

prov id ing service throughout t h a t  t ime per iod and subsequent - -  

and a f t e r  t h a t  per iod we w i l l  be rep lac ing pa r t s ,  adding pa r t s ,  
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updating the equipment. 

we w i l l  have replaced the whole i tem. So there fore ,  the 

cont inuing recur r ing  costs are appropri a te  because you ' r e  never 

going - - as long as the  service i s  o f fe red ,  you w i l l  have costs 

associated w i t h  i t . 

Essen t ia l l y ,  over some po in t  i n  t i m e  

Q And you may be misconstruing where I ' m  going w i t h  

t h i s .  Just  f o r  the  sake o f  the  Commission, I want t o  make sure 

i t ' s  a l l  c l ea r .  This i s  not  proposing a nonrecurr ing charge 

f o r  i n f r a s t r u c t u r e .  

monthly recur r ing  charge i s  s i g n i f i c a n t l y  l e s s  than Ver izon's 

and Spr in t  ' s . 

I ' m  t ry ing t o  get a t  why Bel lSouth 's  t o t a l  

So what I ' m  t r y i n g  t o  understand i s ,  i f  BellSouth and 

Verizon provided us w i t h  two roughly equivalent i n f r a s t r u c t u r e  

nonrecurring charges and i d e n t i f i e d  the  percentage o f  the 

monthly recur r ing  charge proposed by those p a r t i e s  i n  t h i s  

proceeding and when you compare how long i t  w i l l  take t h a t  

i n f r  s t ruc tu re  charge t o  be f u l l y  recovered, you get a very 

wide y d i f f e r e n t  outcome. Do you have an opin ion as t o  why 

t h a t  might be? 

A No, I r e a l l y  cou ldn ' t  guess as t o  why, you know, the 

equipment cost  i s  greater f o r  them. 

ILECs have s tated i n  t h i s  proceeding, i t  a l l  depends on the  

agreements t h a t  the p a r t i c u l a r  ILEC has w i t h  the  vendors f o r  

equipment and t h a t  those agreements change. 

p a r t i c u l a r  costs could be greater f o r  a b a t t e r y  than 

I t h i n k  as a l l  o f  the  

So t h e i r  
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Bel lSouth 's .  I don ' t  know. The i n f r a s t r u c t u r e  costs,  you 'd  

have t o  ask them as t o  why t h e i r  costs are greater  f o r  a 

c e r t a i  n piece o f  equipment . 

Q I f  t h e i r  cost was s i g n i f i c a n t l y  greater  and t h a t  was 

the cause o f  the  d i s p a r i t y ,  why wouldn' t  t he  i n f r a s t r u c t u r e  

nonrecurr ing charge submitted by Verizon be t h a t  much more 

d i f f e r e n t  than the one submitted by Bel 1 South? 

A I cou ldn ' t  guess. 

Q Could i t  be the twelve-and- three-quar ter  years 

represent ing the  t o t a l  t ime - - t o t a l  t ime t o  compensate 

BellSouth f o r  i t s  i n f r a s t r u c t u r e  charge r e f l e c t s  the  t o t a l  

average depreciat ion r a t e  appl ied t o  those - -  t o  t h a t  equipment 

by BellSouth i n  i t s  model? 

A I ' m  no t  sure what your - -  I t h i n k  t o  answer your 

question, Bel lSouth does use 13 years f o r  t he  377C account, 

which i s  t o  predominately account f o r  t he  power equipment which 

i s  used predominantly f o r  the  switches. So t h a t  i s  our l i f e ,  

i f  t h a t ' s  your question. I ' m  no t  sure i f  I answered i t . 

Q It i s .  

A Okay. 

MR. WATKINS: That 's  a l l  I have f o r  Mr. Shel l .  

CHAIRMAN BAEZ: Mr. Hatch, d i d  I understand you 

co r rec t l y?  You were de fe r r i ng  i n  t o t a l  o r  - -  okay. Go ahead. 

CROSS EXAMINATION 
BY MR. EARLY: 
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Q Good morning, Mr. Shell. My name i s  Gary Early; I 

"epresent AT&T. 

A Good morning. 

Q I 've got a few questions for you, and I t h i n k  

wimarily they are going t o  be related t o  power issues, bu t  l e t  
ne kind of get some general questions out  of the way. 

gone through your direct testimony and looked a t  your 
qualifications, and I had a couple of questions I wanted t o  ask 
you about .  
3ellSouth you started as an  equipment engineer; i s  t h a t  

correct? 

I 've 

You indicated t h a t  when you f i r s t  started w i t h  

A That's correct. 

Q What d id  you do i n  t h a t  capacity? What were your 
general functions? 

A Primarily, and i t ' s  been a long time ago, bu t  I 

xdered equipment for the central office primarily. 
I worked w i t h  the power equipment and operations support 
equipment for the - - I t h i n k  i t  was called the switching 
control center system time equipment a t  the time. 

Q 

I n i t i a l l y ,  

Were you responsible for determining w h a t  k i n d  of 

equipment would be placed i n t o  a central office or in to  one of 

these 1 ocat i ons? 
A No, no, I was not specifically responsible for that. 

The way BellSouth i s  structured - -  and I can't remember now i f  

i t  i s  network design. We have such a - - I t h i n k  i t ' s  network 
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lesign may have t h a t  f i n a l  c a l l .  The in format ion f lows down t o  

:he var ious groups, and then the  equipment engineer ing group 

vould a c t u a l l y  place the  orders w i t h  the vendors f o r  t he  

?quipment and make sure t h a t  i t ' s  i n s t a l l e d  appropr ia te ly .  

Q Okay. So you 'd  get a l i s t  from the  design group and 

iou would then implement? 

A Yes. And we have t o  understand what we' re  doing 

iecause, you know, u l t i m a t e l y  we f i l l  out what 's c a l l e d  an 

w t h o r i z a t i o n  form t o  get i t  approved by our senior management. 

de have t o  be able t o  support the  reasonableness o f  the  

spending o f  the - -  you know, out f low o f  the  money. 

lave t o  understand, b u t  we d i d  not  create the  forecast  o r  

jetermi ne what ' s requi  red. 

So we would 

Q Okay. When you were determining what k i n d  o f  

2quipment was t o  be ordered, and we're going t o  l i m i t  t h i s  t o  

3ower equipment, were you responsible f o r  determining when a 

Dower augment might be necessary a t  a p a r t i c u l a r  loca t ion? 

A No. 

Q A f t e r  your r e s p o n s i b i l i t i e s  as an equipment engineer 

ended, I bel ieve you went t o  work i n  the rates,  costs,  and 

t a r i f f s  section? 

A That ' s  cor rec t .  

Q What d i d  you do i n  t h a t  capacity? I f  you could j u s t  

b r i e f l y  describe what your du t ies  were there.  

ngs. I worked w i t h  again A I d i d  a l o t  o f  d i f f e r e n t  t h  
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;he ra tes  o f  the  tariff group, deal ing w i t h  a myriad o f  

i e rv i  ces from 1 oca1 exchange serv i  ce charges, i nsi  de w i  re ,  

iperator serv i  ces , d i  rec to ry  assi stance, mobi 1 e 

interconnection, wi re less.  

function was t o  work on product teams where they design 

;ervi ces , modi f i cat ions t o  serv i  ces . 
And as i t  turned out  t h a t  they needed t o  add o r  

Primarily what I d i d  i n  t h a t  

nodify the tariff o r  - -  i n  o ther  words, because BellSouth i s  

*egulated, we c a n ' t  do anything wi thout  t a r i f f s .  

i roduct manager came up w i t h  an innovat ive idea o r  a new 

jpproach, we would have t o  be the  u l t ima te  pa r t y  t h a t  would pu t  

;hat i n  the t a r i f f  form and f i l e  i t  w i t h  the  Commission and 

support i t  w i t h  our s t a t e  regulatory  contact .  So we had t o  get 

f a m i l i a r i t y  w i t h  the  serv ice requirements as wel l  as the cost  

support and the  rates t h a t  supported the  service.  

So i f  a 

Q And your du t ies  i n  t h a t  sect ion,  t h a t  was p r i o r  t o  

the Telecom Act o f  '96; correct? 

A I bel ieve  so, yes. 

Q Okay. Were you responsible f o r  the  development o f  

rates? 

A I was not  - -  some cases I d i d  do some o f  the 

jevelopment o f  the  ra te .  

services I was working on a t  the  time. 

servi ce. 

It j u s t  depends on which o f  the 

It depends on the 

Q How would you go about developing a r a t e  f o r  a 
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p a r t i c u l a r  service? And you can k i n d  o f  p ick  an example, you 

know, as you see f i t .  

A Well, I mean, f o r  bas ic  service,  not basic,  but  a 

nonbasic, ra ther  than get t h a t  terminology mixed up, a service 

t h a t ' s  d iscret ionary,  Bel lSouth w i l l  look a t  i t s  costs 

f i r s t  and then determine based on the cost what i s  the 

appropriate p r i c e  f o r  the  market, t h a t  t h a t  would be e i t h e r  

p r iced  others are o f f e r i n g  o r  t h e  p r i c e  t h a t  we fee l  i s  one 

t h a t  provides s u f f i c i e n t  con t r i bu t i on .  

Q 

ca lcu la t ion? 

And you were responsible f o r  performing t h a t  

A Not as a whole, b u t  i n  some cases I d i d  t h a t .  But 

t h a t  was not  my primary func t ion .  

provide a l o t  o f  support. Our j o b  was in te r faced w i t h  the  cost 

group and determined what the  costs were and make sure the  

product managers are p r i c i n g  - - t h a t  were look ing a t  the p r i ces  

f o r  t h e i r  products knew what was reasonable and what we f e l t  

l i k e  we could support w i t h  the  s t a t e  regulatory  groups. Our 

j ob  was in te r faced w i t h  s t a t e  regu la to ry  w i t h  the s ta te  t a r i f f s  

t h a t  w i l l  be f i l e d  and so f o r t h .  

But i n  some cases we had t o  

Q Okay. As I understand i t ,  i n  1995 you went t o  the  

interconnect ion marketing u n i t  and among those du t ies  you 

developed p r i c i n g  s t ra teg ies .  Can you describe t o  me what goes 

i n t o  developing a p r i c i n g  s t ra tegy  i n  the  context o f  the 

interconnect ion marketing u n i t ?  
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A Well ,  interconnect ion was establ ished t o  look mainly 

jt , 1 i ke, the  who1 esa l  e serv i  ces 1 i ke access services , w i  re1 ess 

interconnection, independent telephone companies. One o f  the 

zhings we looked a t  wh i le  I was there was, you know, p r i c i n g  

For compet i t ive services. 

I d o n ' t  want t o  r e a l l y  go i n t o  a l o t  o f  d e t a i l s ,  but  

ve looked a t  competit ive services and determined what various 

:ompetitors were o f f e r i n g ,  what our o f f e r i n g s  were, what our 

x r r e n t  costs were, what we f e l t  1 i k e  market data - - and we d i d  

t r y  t o  get market data t o  show what - - t he  customer's 

v i l l ingness t o  pay would be; and t r y  t o  develop a s t ra tegy t h a t  

says, t h i s  i s  the p r i c e  i n  t h i s  market, t h i s  i s  the  p r i c e  t h a t  

t h i s  p a r t y  i s  o f f e r i n g ,  t h i s  i s  what Bel lSouth i s  o f f e r i n g ,  

t h i s  i s  the cost,  what would the  customer be w i l l i n g  t o  pay; 

md  t r y  t o  do a demand analysis associated w i t h  t h a t  t o  

jetermine p r i c e  po in ts  t h a t  would y i e l d  revenue, the  most 

"evenue, bu t  also ensure t h a t  the  customer w i l l  be w i l l i n g  t o  

lay it. 

I mean, we looked a t  a l o t  o f  d i f f e r e n t  services, but  

r e a l l y  don ' t  want t o  go i n t o  a l o t  o f  d e t a i l  on s p e c i f i c  

w v i  ces . 
Q Sure. Okay. And you ' re  cu r ren t l y  i n  the  f inance 

jepartment w i t h  Bel 1South; cor rec t?  

A That ' s  cor rec t .  

Q Okay. As an employee i n  the f inance department, are 
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you i nvol ved i n cost methodol ogy devel opment? 

A I ' m  involved w i t h  a s s i s t i n g  the  cost analysts t h a t  

a c t u a l l y  do the  day-to-day cost studies w i t h  ensuring t h a t ,  you 

know, they are doing i t  appropr ia te ly  pursuant t o  TSLRIC o r  

TELRIC r u l e s  and make sure t h a t  t o  the  extent  the Commission 

has made a decis ion,  t h a t  any subsequent ra tes  done pursuant t o  

i n t e r n a l  customer requests abide by those fac to rs  and those 

items t h a t  have been ordered. And we meet occasional ly t o  

discuss the  proper approach on new o f f e r i n g s  and so f o r t h .  

we do work t o  - -  not  so much the  d e t a i l s  o f  what they do bu t  t o  

make sure i t ' s  consistent w i t h  what 's been ordered. 

So 

Q So i s  your r o l e  then p r i m a r i l y  i n  an oversight 

capaci ty w i t h  these cost i nd i v idua ls?  

A Yes. 

Q And are you also i n  a regu la to ry  capaci ty  t o  

determine compl iance w i t h  the various s ta tes '  regulatory  

commi ss i  on orders? 

A No, no. I ' m  not  i n  regulatory .  L i ke  I said,  my 

func t ion  i s  t o  ensure I understand what's happening i n  

regulatory  and in te r face  w i t h i n  the  cost group on the 

regul a to ry  i s u e s ,  but  not  i n  regul a tory .  

Q Okay. Were you responsible f o r  the  development o f  

the BellSouth cost study t h a t ' s  being used i n  t h i s  proceeding? 

A I was - -  again, had oversight and worked w i th  the 

person i n  the  group t h a t  d i d  i t , but  I d i d  no t  do i t  
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personal ly.  

Q 

t h a t  study? 

What group was responsible f o r  the  development o f  

A When you say, "What group'' - -  

Q Well ,  you sa id  t h a t  you were i n  an overs ight  capaci ty 

f o r  t he  i nd i v idua l  and the  group t h a t  was responsible f o r  the  

development o f  the BellSouth study. 

A The way we're s t ructured,  we have a group t h a t ' s  

c a l l e d  se rv i ce -spec i f i c  costs which has a d i r e c t o r  over t h a t  

group. Then t h e r e ' s  my group and the re ' s  a d i r e c t o r  over my 

group f o r  economic analysis support. And then t h e r e ' s  another 

group t h a t  would do fundamental studies w i t h  t h e  d i r e c t o r  over 

i t  and so f o r t h .  The group t h a t  has - -  t he  se rv i ce -spec i f i c  

costs was the  group t h a t  would have done t h i s  one as wel l  as 

other  se rv i ce -spec i f i c  costs and also UNE-specif ic costs. 

Q Did you - - as the  model was being developed, were you 

responsible f o r  prov id ing the  inputs  i n t o  the  model, i n t o  the  

ca lcu la t ions  t h a t  were u l t i m a t e l y  used? 

A When you say, "The model was being developed, '' you 

mean the  use o f  the model? 

Q Yes. 

A Okay. I worked w i t h  the  person - -  as you know, we've 

been doing co l l oca t i on  cost  studies f o r  some t ime. So what we 

d id ,  we d i d  look a t  what we've used before, and we looked a t  

whether i t  was s t i l l  appropr iate t o  use i t  going forward. And 
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re discussed most o f  them - - I c a n ' t  say we looked a t  a1 1 o f  

;he elements f o r  t h i s  p a r t i c u l a r  f i l i n g ,  bu t  we d i d  look a t  

ievera l  t o  make sure t h a t  t h i s  f i l i n g  was the  most current  one. 

Q What elements - - and when you say you k ind  o f  looked 

it the elements t o  make sure t h a t  they were most current ,  what 

2lements d i d  you look  a t ?  

A I mean, f o r  example, space development repor t ,  we 

looked a t  t h a t  one. We d i d  have some requests f o r  t h a t  one. 

To my knowledge, we o n l y  had maybe f i v e  i n  a l l  t he  region, bu t  

lased on a c t u a l l y  having some requests, we modi f ied the  inputs  

for  t h a t  one. And we looked a t  the  - -  we looked a t  the  power 

Study. We sa id t h a t  was s t i l l  va l i d .  We looked a t  several o f  

the studies.  As f a r  as the  major  ones, we looked a t  f l o o r  

space, and we j u s t  k i n d  o f  looked general ly f o r  consistency. 

de t r i e d  t o  see i f  t h e r e ' s  anything t h a t  has changed i n  the  

co l loca t ion  process o r  i npu t  data t h a t  we could see t h a t  should 

be changed as a r e s u l t  o f  t h i s  f i l i n g ,  which again was February 

o f  l a s t  year. So i t  would have been, l i k e ,  t h e  end o f  

2002 when we were doing t h i s .  

Q Are you f a m i l i a r  enough w i t h  the  cost  study t o  be 

able t o  t es t i f y  i f  I were t o  ask you p a r t i c u l a r  questions about 

some o f  the inputs  t h a t  would have been used i n  the  study? Are 

you f a m i l i a r  enough w i t h  i t  t o  be able t o  t e s t i f y  as t o  what 

those inputs  might have been and how they were considered? 

A Yes, I ' v e  looked a t  the - -  p r e t t y  much a lmost  a l l  the  
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numbers t h a t  go i n t o  i t . No, I cou ldn ' t  say t h a t  every s ing le  

i npu t  I can g ive  you a d e f i n i t i v e  answer on, bu t  I have looked 

a t  i t .  And I can - -  I bel ieve ,  p r e t t y  sure, f o r  most o f  them I 

coul d. 

Q Okay. Among the  documents t h a t  were produced, the re  

das a document t h a t  was i d e n t i f i e d  and introduced i n t o  evidence 

today as BST Conf ident ia l  S t i p u l a t i o n - 1 .  I t ' s  s t a f f  

Exh ib i t  22. And i t  was a ser ies  o f  responses t o  a request f o r  

a product ion o f  documents. And they were - -  t he  t i t l e  o f  t h e  

documents i s  "Power Construct ion Prorate Tool . I' Are those some 

o f  t he  documents t h a t  you looked a t  as you were analyzing the  

inputs  as t o  whether they might be appropr ia te f o r  the  cost  

study? 

MS. WHITE: I ' m  going t o  ob jec t  t o  t h a t  on the  bas is  

t h a t  i f  you ' re  going t o  ask him, I ' d  l i k e  him t o  a t  l eas t  have 

the document i n  f r o n t  o f  him because t h e r e ' s  so many documents 

here I want t o  make sure - -  
MR. EARLY: Can I g ive  him one as an example? 

MS. WHITE: Sure. 

MR. EARLY: I'll t e l l  you what. I ' m  k ind  o f  new t o  

t h i s  and everyth ing i s  i n  red fo lde rs  and i t ' s  a l l  

con f i den t ia l .  So I t h i n k  w e ' l l  j u s t  deal w i t h  i t  when i t  comes 

up i n  the test imony, and you can t e l l  me then whether i t ' s  

something t h a t  you considered. I t h i n k  i t ' s  eas ier  probably t o  

do t h a t  than t o  t r y  t o  p u l l  out  one example and deal w i t h  i t . 
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3Y MR. EARLY: 

Q Let me ask you - - I want t o  go through a couple o f  

j e f i n i t i o n s  so t h a t  we k ind  o f  are reading o f f  the same page 

md get your view on what some terms mean t o  you as we go 

through t h i s  testimony. So i f  you could j u s t  t e l l  me what 

these terms mean t o  you when you ' re  considering them i n  terms 

i f  the  cost study. What i s  an embedded cost? 

A Embedded costs are costs t h a t  have occurred from a 

i i s t o r i c a l  perspective and t h a t  you have accounted f o r  as 

31 ready having occurred. 

Q So those are past costs t h a t  have been expended f o r  

some loca t ion? 

A Correct. 

Q What i s  a prospective cost? 

A Prospective i s  forward look ing.  

Q Okay. And what does t h e  term "capaci ty cost"  mean? 

A Capacity cost  i s  where you look a t  a piece o f  

?quipment, say, a f a c i l i t y  DS1 w i t h  24 channels, and ra ther  

than f i g u r i n g  out ,  you know, how many DSls, you may say, wel l  , 

dhat 's the capaci ty o f  a DSl? You may assume t h a t  the most you 

could get i s  21 f o r  whatever reason on t h a t ,  so your capaci ty 

cost would be based on 21 over 24 o r  some re la t i onsh ip  t h a t  

says i t  w i l l  hold 24 but  21 i s  t h e  maximum amount t h a t  y o u ' l l  

2ver use f o r  whatever reason, growth o r  maintenance o r  f o r  j u s t  

the way i t ' s  ordered. So capaci ty  cost  i s  based on the cost  
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t h a t  you expect t o  incur  based on no t  being able t o  have a 

complete 100 percent u t i l i z a t i o n  o f  t he  f a c i l i t y .  

Q I ' v e  been k ind  o f  given the  example o f  a 

ten-  passenger van, and you ' r e ,  you know, 1 i k e l y  - - when you' r e  

running a ten - passenger van, the  1 i kel i hood you ' r e  ever going 

t o  have ten  people i n  i t  a l l  a t  t h e  same i s  p r e t t y  s l im,  so you 

k ind  o f  ca lcu la te  your cost  based on having n ine  people i n  i t .  

I s  t h a t  a f a i r  analogy? 

A Yeah. 

Q Okay. I s  the  concept o f  capaci ty cost ,  i s  t h a t  what 

you look a t  t o  determine each ind i v idua l  use r ' s  cost  o f  using 

t h a t  asset? 

A I ' m  no t  sure I fol lowed t h a t  question. I ' m  not  sure 

when you say, "Each ind i v idua l  u s e r ' s  cost  o f  using t h a t  

asset" - -  

Q Okay. Well, you have a capaci ty cost .  I s  t h a t  an 

analysis o f  an asset t h a t  might be shared by more than one 

company o r  i ndi v i  dual ? 

A 

Q 

It could be used by more than one company, yes. 

And so i n  determining what any one user i s  going t o  

be charged f o r  the  use o f  t h a t  asset, i s  t h a t  how you - -  i s  the  

capacity cost  a funct ion o f  determining what the  charge t o  t h a t  

user i s  going t o  be? 

A A funct ion o f  the  charge? The capaci ty cost  wouldn' t  

be a funct ion o f  the charge. It would be a func t ion  o f  what 
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your pro jected u t i l i z a t i o n  o f  t h a t  piece o f  equipment i s ,  and 

you take i n t o  account a l l  users o f  i t . 

necessar i ly  impact the charge. 

a l l  t he  pa r t i es .  

It wouldn ' t  r e a l l y  

It would j u s t  be u t i l i z a t i o n  o f  

I ' m  not  sure i f  I understood your question. 

Q Okay. 

A Okay. 

Q One o f  the terms t h a t  i s  used, you know, obviously 

q u i t e  a b i t  i n  t h i s  context i s  long- run  incremental cost ,  LRIC. 

What i s  t h a t ?  I f  you could k ind  o f  j u s t  t e l l  me what t h a t  

means t o  you. 

A Long-run incremental cost  i s  j u s t  - - i t ' s  the cost on 

the long run which means a long enough t ime per iod  f o r  a l l  

costs t o  be var iab e ,  and incremental, incremental cost o f  

p rov id ing  t h a t  new func t ion  o r  t h a t  add i t iona l  product, j u s t  

t h a t  incremental cost over a long enough t ime per iod where a l l  

costs are var iab le .  And i t  does no t  inc lude any shared costs, 

j u s t  a l l  d i r e c t  and no f i x e d  costs. 

Q So the  incremental p a r t  o f  t h a t ,  i s  t h a t  the cost o f  

prov id ing - - s t a r t i n g  from your base1 i n e  and prov id ing  one 

ex t ra  amp - -  l e t ' s  do i t  i n  amp since we' re  t a l k i n g  about 

power - -  the cost  o f  prov id ing one add i t iona l  amp a t  a 

loca t ion? 

A Yes, t h a t ' s  cor rec t .  It depends on what you def ine 

as your cost  ob ject  o r  your study. 

the cost o f  one addi t ional  amp, then your incremental cost 

I f  your study i s  look ing a t  
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~ o u l d  be t h a t  cost  required t o  add t h a t  one add i t iona l  amp, 

ies. 

Q Now, another term t h a t ' s  used q u i t e  a b i t  i s  " t o t a l  

?lement long- run  incremental cost ,  TELRIC. What does the  

to ta l  element p a r t  o f  t h a t  mean t o  you, the  term the  " t o t a l  

21 ement"? 

A Yeah, t o t a l  element came about as a r e s u l t  obviously 

I f  t h e  Te ecom Act when the  FCC establ ished t h i s  way o f  p r i c i n g  

mbundled network elements as opposed t o  services,  which LRIC 

and TSLRI , does. TELRIC i s  f o r  elements. And so the  t o t a l  

21ement long- run  came i n  as a r e s u l t  o f  t h a t  because they sa id  

the cost  ob jec t  now i s  no t  the  service bu t  i t ' s  the  element. 

So you look  a t  the  t o t a l  cost  o f  the  element, no t  by service 

and d i v i d e  i t  by the t o t a l  pro jected demand. 

Q Now, t o t a l  pro jected demand, i s  t h a t  t he  number o f  

po ten t i a l  users? 

A Yeah, whatever the  u n i t s  would be f o r  t h a t .  It 

depends on your u n i t s .  

Q So i n  terms o f  power, you would be look ing  a t  the  use 

I f  you do a power augment, you would be look ing o f  t h a t  power. 

a t  p o t e n t i a l l y  how many CLECs might u l t i m a t e l y  take advantage 

o f  t h a t  power, might draw power from t h a t  augment? 

A You'd have t o  look  a t  your amps. I mean, the u n i t s  

there would have t o  be amps, not  necessar i ly  number o f  CLECs. 

Q Okay. I n  the term " t o t a l  element," does i t  
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ncorporate an ana lys is  o f  t he  number o f  users t h a t  might use 

;hat element? 

A No, no. Again, you p ro jec t  your demand based on what 

IOU be l ieve  the  users o f  t h a t  element w i l l  be, t h e i r  demand, 

)u t  you d o n ' t  necessar i l y  look  a t  the  users. I t ' s  t o t a l l y  

lased on whatever the  u n i t s  are, whether i t ' s  amps o r  whatever. 

[ t ' s  t he  amount o f  usage t h a t  you expect. 

-e la te  t o  the  users. 

It r e a l l y  does n o t  

Q Okay. So i t  doesn ' t  matter who uses it? 

A No. 

Q Okay. It could be a CLEC, i t  could be BellSouth, i t  

:auld be a combination o f  t he  two? 

A Correct .  

Q Now, TELRIC, i s  t h a t  on l y  forward look ing? 

A Yes, TELRIC i s  forward look ing.  

Q Under TELRIC, i s  there  an ob1 i g a t i o n  t o  u t i 1  i z e  - - 

dhen you ' re  look ing  forward and t r y i n g  t o  measure t h e  costs 

tha t  are going t o  be pu t  i n t o  something, are you look ing  a t  t he  

most e f f i c i e n t  techno1 ogy t h a t  ' s avai 1 ab1 e now? 

A Yes. You look  a t  the  technology t h a t  you can 

t h a t  per iod  o f  reasonably expect t o  have i n  your network over 

t ime, yes. 

Q And I be l ieve  you sa id  t h a t  the  cost  

case was 2003 t o  2005, t h a t  was what you were 

A That was the  study per iod,  yes. 
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Q Okay. So y o u ' r e  look ing a t  technology t h a t  would be 

avai lab le i n  2003 t o  2005? 

A 

period. The study per iod al lows us t o  average the data inputs  

and so f o r t h  f o r  demand numbers through a weighted average, bu t  

we do look a t  investment - -  technology beyond t h a t  t ime per iod.  

Ne look a t  what we reasonably can see i n  the  next few years, 

not j u s t  l i m i t e d  t o  j u s t  those three.  

Well ,  we p r i m a r i l y  look a t  technology beyond t h a t  

Q Let me k ind  o f  focus now on the  cost study. As I 

understand i t , the  i npu t  i n  terms o f  power f o r  the development 

o f  t h a t  cost  study was contained i n  Sect ion H.1.8; i s  t h a t  

correct? 

A That i s  where we had the  cost per fused amp, t h a t ' s  

correct .  

Q Now, has t h a t  - - w e l l ,  as I understand the  

f i r s t  phase o f  t h i s  proceeding, there was a determinat ion made 

t h a t  power was going t o  be measured by amps used ra ther  than 

fused. Has the  - -  has Sect ion H.1.8 been modif ied o r  changed 

i n  any way since August o f  2003? 

A No. What Bel lSouth had done up f r o n t  when we f i l e d  

our study, we f i l e d  a couple o f  elements, one being power, t o  

provide the Commission w i t h  the number j u s t  i n  case they chose 

t o  go t h a t  - -  and t h a t  element H.1.7.1 i s  already there,  and 

i t ' s  based on a cost  per used amp. 

Q I s  t h a t  contained i n  your E x h i b i t  WBS-3? 
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A WBS-2. 

MR. EARLY: Let me show you - - WBS-3 i s not 

conf ident ia l  : correct? 

MS. WHITE: No, i t ' s  n o t .  

3Y MR. EARLY: 

Q Mr. Hatch i s  going t o  hand you a document t h a t  was 

contained i n  your d i r e c t  test imony as WBS-3, and i t  contains a 

number o f  cost  elements. Are these accurate descr ip t ions 

general ly o f  the elements t h a t  were used i n  the  development o f  

the study? 

A Yes. 

Q 

A That ' s  cor rec t .  

Q Okay. And which sec t ion  was power per amp used? 

A I t ' s  H.1.7.1. 

Q Okay. Power per used amp. 

So H.1.8 on Page 1 i s  power per fused amp? 

So these cons t i t u te  i ndependent e l  ements . As you ' r e  

developing t h i s  study, these and, I guess, H.1.8 and 

H.1.7.1 were inputs  i n t o  the  model? 

A They were inputs  t h a t  went i n t o  the model t o  create 

H.1.7.1, yes, i f  t h a t ' s  what y o u ' r e  saying. Yes. 

Q Okay. And then these were incorporated - -  the data 

t h a t  came out  o f  t h a t  was then incorporated i n t o  the cost 

study? 

A Yes. The cost output o f  - -  you know, based on inputs  
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;hat were included i n  the Cost Ca lcu la to r ,  i t  produced the 

iu tputs  o f  H.1.8 and also H.1.7.1. 

Q With regard t o  both H.1.8 and H.1.7.1, are you 

F a m i l i a r  w i t h  how those elements o f  t h e  cost study were 

level oped? 

A Yes. 

Q Can you describe it? 

A BellSouth - - wel l  , as I ' m  sure you know, BellSouth 

iegan w i t h  look ing a t  augments, actual  power const ruct ion jobs 

that  have occurred i n  our centra l  o f f i c e s .  We gathered 

ipproximately 711 o f  those across the  reg ion and determined an 

average const ruct ion cost per amp. And t h a t  number was 

inser ted i n t o  the Cost Calcu lator  t o  produce the  monthly 

recur r ing  costs associ ated w i t h  t h a t  cap i ta  i zed investment 

Q And you performed t h i s  analys is  - when you were 

determining the  per amp charge, was t h a t  an embedded analys S 

o r  a prospect ive analysis? 

A We considered i t  t o  be a prospect ive analysis because 

these costs - - what we were look  ng a t  was look ing a t  what had 

occurred i n  the  most recent t ime per iod.  And given t h a t  our 

ra tes and costs were going t o  be the  same, we projected t h a t  

t h a t  would be the  costs we would i ncu r  on a forward- looking 

basis. We d i d n ' t  see any changes i n  the  actual costs 

associated w i t h  doing a co l l oca t i on  augmentation from what we 

were seeing i n today' s envi ronment . 
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Q Over what per iod o f  t ime were these power augment 

jobs? What per iod o f  t ime d i d  they occur? 

99, e a r l y  2000. 

d n ' t  have any jobs t h a t  were as f a r  back as 

A Late 

Q You d 

1997? 

A No. 

Q Okay. 

A Yes. The 

contract  p r i c e  t h a t  

equipment costs wou 

standard. So, yeah 

And i t  was Bel lSouth 's  view t h a t  the  costs f o r  

performing a power augment would not  have changed from 1999, 

2000 t o  the  present t ime? 

A No, not going i n t o  t h i s  study, f i l i n g  t h i s  study. We 

d i d n ' t  be l ieve  t h a t  i t  would have changed, t h a t ' s  cor rec t .  

Are the costs associated w i t h  performing a power Q 
augment p r e t t y  standard? 

cost study was based on having a vendor 

was reg ional .  You know, whi le ,  obviously, 

d vary, bu t  the  cost was regional and 

To answer your question, yes. 

Do you use a s ing le  vendor over the  e n t i r e  n ine -s ta te  Q 
region? 

A Yes, we do. 

Q Why would the equipment cost  vary? I mean, i f  you ' re  

using a - - w e l l ,  we may have - - should have gone through t h i s  

e a r l i e r ,  bu t  as I understand it, a centra l  o f f i c e  w i l l  have 

power coming i n .  There w i l l  be a bank o f  r e c t i f i e r s  t h a t  w i l l  

change the  AC power t o  DC power. It w i l l  run through the 
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3a t te r ies  and then i n t o  whatever piece o f  equipment you ' re  

Jsing. I mean, i s  t h a t  k ind  o f  a r e a l l y  unbel ievably 

s i m p l i f i e d  view o f  it? 

A 

Q Okay. So i f  you have a 200-amp r e c t i f i e r ,  i s  there 

going t o  be a d i f f e rence  i n  the  cost o f  t h a t  r e c t i f i e r  i f  you 

buy i t  f o r  a j ob  i n  Tallahassee, F lo r ida ,  as opposed t o  a j o b  

i n  At1 anta , Georgi a? 

You d i d  a good j o b  w i t h  t h a t .  

A No, no. What I was r e f e r r i n g  t o  was t h e  d i f fe rence 

between the  r e c t i f i e r  versus a ba t te ry .  

Q Okay. 

A Some power augment jobs may requ i re  b a t t e r i e s ,  some 

may requ i re  r e c t i f i e r s .  It j u s t  depends on the  equipment. 

Q Okay. Do t h e  r e c t i f i e r s  come i n  d i f f e r e n t  s izes - -  
A They do. 

Q - - o r  i s  there  k ind  o f  a standard? 

A No, they come i n  d i f f e r e n t  s izes.  

Q I n  your view, are the costs t h a t  were expended Okay. 

i n  the  '99 t o  2000 per iod  t h a t  you discussed, the re  wasn't any 

necessity t o  add - - t o  f ac to r  those i n t o  cur ren t  values, use 

those costs as they came o f f  the piece o f  paper? 

A No, no. Again, we projected t h a t  those would be the 

same costs t h a t  would occur going forward. 

Q How would you - - between, l e t ' s  say, 1999 and the 

present, how would you account f o r  any changes - - o r  how d i d  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

326 

you account for any changes i n  technology? 
A Well, for collocation, i t ' s  - -  you know, we were 

t a l  k ing  i n  general on TELRIC before. And you could do t h a t  i n  

general for UNEs , unbundled network elements, because you have 
a l o t  of different things going on providing services where you 

use unbundled elements. Like the d i g i t a l  loop carrier 
equi pment coul d be un i  versa1 versus integrated versus next 

generation , you coul d have , you know, the termi no1 ogy 1 i ke 
GR303 versus other t h i n g s ;  you have switched types t h a t  vary. 

When you come t o  collocation, there's not really a 
dhole l o t  of technology t h a t  you're t a l k i n g  about. You're 

t a l k i n g  about  cable racks, aisle framing, aisle l igh t ing .  

You' re t a l  king about cages. 
tech equipment where you would expect forward looking t o  have 
major changes i n  the equipment used. A battery will be a 
battery tomorrow. I t  may be a l i t t l e  different, b u t ,  I mean, 
as far as collocation, t h a t  really doesn't - -  d i d n ' t  really 
impact us a l o t  when you're looking a t  collocation. 

I mean, i t  ' s not a l o t  of h igh  

Q Might there be changes i n  the efficiency of a 
particular piece of equipment? While you might use a 
rectifier, does the efficiency rating for a rectifier change 
over time? Do they become more efficient? 

A Is your question - -  

Q Not as they are installed do they become - -  b u t  as 
they are manufactured, i s  a rectifier manufactured i n  1997 less 
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: f f i c i e n t  than a r e c t i f i e r  manufactured i n  2004? 

A I r e a l l y  d o n ' t  know. I ' m  no t  t h a t  technical  t o  know 

2xactly i f  the  r e c t i f i e r s  i n  today 's  environment are 

s i g n i f i c a n t l y  b e t t e r  o r  worse. 

i s  f o r  the pa r t y  developing t h e  equipment. You know, the  

: r i t e r i a  could be something t o t a l l y  d i f f e r e n t  from j u s t  an 

2 f f i c iency  po r t i on .  

It depends on what the  c r i t e r i a  

Q Well ,  i n  the  Bel lSouth cost  study, Bel lSouth has 

2pplied an 85 percent e f f i c i e n c y  r a t i n g  f o r  the  r e c t i f i e r s .  

low, as I understand it, when power comes i n t o  - - the AC  pow^ 

zomes i n t o  t h i s  r e c t i f i e r  as i t ' s  converted t o  DC power and 

flows out  the  other s ide,  t h e r e ' s  a loss  i n  t h a t  equation; i s  

tha t  accurate? 

A Tha t ' s  co r rec t .  And t h a t  does vary between the  type 

3 f  equipment t h a t  you have, t he  d i f f e r e n t  vendors o f  r e c t i f i e r s  

could cause t h a t  t o  be d i f f e r e n t ,  the load on i t , the age o f  

the equipment could cause i t  t o  vary. There are s i g n i f i c a n t  

th ings.  BellSouth uses 85 percent because t h a t  was what a t  the  

t ime B e l l  Telcordia was using i n  t h e i r  studies,  and we f e l t  

l i k e  i t  was reasonable and we have seen i t  used i n  other  

dockets as w e l l .  I n  f a c t ,  I t h i n k  i t  was i n  Mr. Turner 's  

e x h i b i t  t h a t  was used i n  Southwestern B e l l ,  they use 85 percent 

as w e l l .  

Q Okay. Do you know when the Telcordia study was 

per formed? 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

328 

A Not o f f  the top  o f  my head, I d o n ' t ,  no. 

Q So t h i s  85 percent e f f i c i e n c y  r a t i n g  f o r  a r e c t i f i e r  

t h a t ' s  used, t h a t  means when an amp o f  AC power comes i n t o  t h a t  

r e c t i f i e r  .85 o f  an amp o f  DC power i s  going t o  come out? 

A That ' s  cor rec t .  

Q Okay. So t h e r e ' s  a l o s s  i n  there o f  15 percent o f  an 

amp? 

A 

Q Okay. Does BellSouth ever use equipment from Tyco? 

Yeah, t h a t ' s  p r e t t y  much cor rec t .  

I s  Tyco a p r e t t y  reputable brand o f  equipment? Do they provide 

a p r e t t y  standard r e c t i f i e r ?  

A I ' m  r e a l l y  no t  going t o  be able t o  answer t h a t .  I 

don ' t  know the type o f  equipment. 

Q Okay. Under TELRIC, i s n ' t  there an o b l i g a t i o n  t h a t  

you bas i ca l l y  - -  I t h i n k  you t e s t i f i e d  t h a t  you b a s i c a l l y  use 

the most e f f i c i e n t  equipment t h a t ' s  ava i lab le  a t  the  t ime you 

perform your study; i s n ' t  t h a t  cor rec t?  

A I said t h a t  you 'd use the  most e f f i c i e n t  equipment 

t h a t ' s  reasonably pro jected t o  be ava i lab le  i n  the  t ime per iod,  

yes. And again, I d o n ' t  know what equipment t h a t  i s  cu r ren t l y  

being used, bu t  again, the  e f f i c i e n c y  var ies between the  type 

you have and the  length  o f  t ime t h a t  the  equipment i s  i n  

e f f e c t ,  as wel l  as the  amount o f  power on it. 

Q Okay. Mr. Hatch i s  going t o  hand you a document t h a t  

was incorporated as an attachment t o  AT&T's response t o  
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'equests f o r  production o f  Document Number 8 and these are 

i pec i f i ca t i ons ,  a couple o f  s p e c i f i c a t i o n  pages. The 

' i r s t  page i s  headed, "Tyco E lec t ron i cs , "  as wel l  as the second 

)age and the  t h i r d  page. I f  you look  a t  the  bottom, i t ' s  f o r  

2quipment from RELTEC Corporation. Now, do these documents - -  

i r e  these spec i f i ca t i on  sheets f o r  r e c t i f i e r s  constructed and 

i v a i l  able from Tyco Elect ron ics 1 ineage and RELTEC Corporation? 

MS. WHITE: I ' m  going t o  ob jec t  because I don' t 

inderstand how Mr. Shell could know t h a t  when i t  was handed out 

iy Mr. Early. And, I mean, i t  says what i t  says. I d o n ' t  

th ink - -  M r .  Shel l  doesn't  work f o r  Tyco o r  E lec te l  - -  I ' m  

sorry, RELTEC. 

MR. EARLY: Can I ask another question? 

CHAIRMAN BAEZ: Do you want t o  ask a c l a r i f y i n g  

question, o r  do you want t o  respond t o  Ms. White 's - - 
MR. EARLY: Well, I'll l i k e  t o  ask a c l a r i f y i n g  

question o f  M r .  Shell and then t h a t  may take care o f  - - 

CHAIRMAN BAEZ: We ' l l  ho ld  your ob ject ion.  

3Y MR. EARLY: 

Q M r .  She l l ,  you have worked as an e l e c t r i c a l  engineer; 

correct? 

A 

Q I n  your d i r e c t  testimony, d i d n ' t  you i nd i ca te  t h a t  

I ' v e  worked as an equipment engineer. 

you received your Bachelor o f  Science degree i n  e l e c t r i c a l  

engineering and worked as an equipment engineer a t  Bel lSouth? 
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A Right.  

Q Have you ever seen s p e c i f i c a t i o n  sheets l i k e  t h i s  

ie fo re?  

A I may have sporad ica l l y ,  bu t  i t ' s  probably been years 

since I ' v e  looked a t  - -  you know, I look  a t  them maybe o f f  and 

in ,  b u t  I d o n ' t  use them on a day- to-day basis.  So wh i le  I can 

pead t h i s ,  I ' m  not  an expert  on i t . My on ly  p o i n t  on t h i s  i s  

tha t  I ' m  assuming t h i s  i s  a document t h a t  RELTEC produced, and, 

you know, I guess, l i k e  counsel sa id ,  t h i s  i s  what i t  says what 

it says, bu t  I c a n ' t  add anything more t o  it. 

MR. EARLY: Okay. Well ,  i f  he could j u s t  comment 

then on what i t  says wi thout  p rov id ing  any in format ion as t o  

i t s  u l t ima te  v a l i d i t y .  I understand he d i d n ' t  generate t h i s  

document, bu t  i f  he could j u s t  comment upon the  - - 

CHAIRMAN BAEZ: You're going t o  ask him t o  read o f f  

the document? 

MR. EARLY: Yeah. 

MS. WHITE: I ' m  going t o  maybe change my ob jec t ion  as 

well  as maintain it. I mean, he ' s  asking M r .  Shel l  t o  accept 

the ve rac i t y  and v a l i d i t y  o f  these documents and the re ' s  no 

foundation. I don ' t  know where these documents came from. I 

d o n ' t  know i f  they were p r i n t e d  out  on somebody's PC o r  i f  they 

were - - you know, a c t u a l l y  came from a Tyco o r  RELTEC - - I ' m  

never going t o  get t h a t  name r i g h t ,  RELTEC document. 

CHAIRMAN BAEZ: You got i t .  You got  i t  r i g h t .  
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MS. WHITE: So, I mean, t h e r e ' s  no foundation. 

-here's no - -  I ' m  not  going t o  agree t h a t  Mr. Shel l  can accept 

:he v a l i d i t y  o f  these documents wi thout a foundation. 

CHAIRMAN BAEZ: Mr. Early, are you going t o  lay a 

'oundation f o r  us? 

MR. EARLY: Well ,  these were produced by AT&T i n  our 

li scovery responses, and they have been incorporated i n t o  

s t a f f ' s  e x h i b i t s .  

i roceeding. Although they may on t h e i r  face be hearsay, I 

i e l i e v e  t h a t  he 's  c e r t a i n l y  capable o f  commenting on - -  

So they are i n  the record i n  t h i s  

CHAIRMAN BAEZ: Well ,  now, you sa id  e a r l i e r  t h a t  you 

r e  going t o  ask him e s s e n t i a l l y  t o  read o f f  t h e  document. 

delve establ ished t h a t  he doesn' t  know what t h i s  document i s .  

MR. EARLY: Well ,  I ' m  going t o  ask him t o  assume t h a t  

that  e f f i c i e n c y  r a t i n g  i s  accurate, and i f  i t  i s ,  does t h a t  

3 f fec t  the  numbers t h a t  go i n t o  the cost study. 

CHAIRMAN BAEZ: I'll l e t  him go forward. Ms. White, 

it i s  p a r t  o f  a s t i p u l a t e d  e x h i b i t .  

3Y MR. EARLY: 

Q M r .  She l l ,  on the  f i r s t  page o f  t h i s  e x h i b i t ,  which 

i s  f o r  a J85503C-3 r e c t i f i e r ,  what does tha t  show i n  terms o f  

the e f f i c i e n c y  r a t i n g  o f  t h a t  r e c t i f i e r ?  

A I f  t h i s  i s  what you ' re  r e f e r r i n g  t o ,  t he  middle o f  

the page, i t  has e f f i c i e n c y ,  92 percent t y p i c a l  w i t h  a Note 2 

t h a t  says measured a t  54 v o l t s  under f u l l  load. 
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CHAIRMAN BAEZ: Mr. She l l ,  can you speak d i r e c t l y  

in to  the  mike? We c a n ' t  hear you. 

THE WITNESS: Okay. I'll repeat my response. The 

niddle o f  the  page, i t  says, e f f i c i e n c y  92 percent t y p i c a l  and 

it has Note 2, and Note 2 says measured a t  54 v o l t s  under f u l l  

load. Again, no t  knowing the document - - bu t  I do know t h a t  

the e f f i c i e n c y  does vary depending on the  load. 

the type and t h e  length  o f  t ime i t ' s  i n  service.  

say 92 percent. 

3Y MR. EARLY: 

It depends on 

But t h i s  does 

Q And on the  f ina l  page w i t h  the  RELTEC document, what 

joes t h a t  show i n  terms o f  e f f i c i e n c y  o f  t h a t  r e c t i f i e r ?  And 

i f  I could j u s t  have you, I guess, r e a l l y  more concentrate on 

the 200-amp r e c t i f i e r  as opposed t o  the  400-amp r e c t i f i e r .  

A 

Q Now, i f  those are accurate, I want you t o  - - assuming 

The 200-amp shows 90.1 percent. 

t ha t  those are accurate numbers and t h a t  the  e f f i c i e n c y  o f  

these r e c t i f i e r s  i s  a t  t h a t  l e v e l ,  would t h a t  serve t o  change 

the e f f i c i e n c y  r a t i n g  f o r  r e c t i f i e r s  t h a t  are contained i n  the 

Bel 1 South cost  study? 

A Well ,  I guess hypothe t ica l l y  i f  t h a t  was t rue ,  then 

BellSouth would need t o  f i r s t  v e r i f y  t h a t  i t ' s  t r u e  and then 

determine, you know, which ones - - we1 1 , again, i t  ' s depending 

on what our vendor - - our vendor again - - we have one vendor 

throughout the  region. It depends on which ones they are 
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I f  our vendor i s  no t  using t h i s  piece o f  equipment, Jsing. 

de'd have t o  probably get w i t h  them t o  see i f  they can begin 

Jsing t h i s  equipment. 

another provider t o  provide a c e r t a i n  r e c t i f i e r ,  then we may 

not even be able t o  use t h i s  one. BellSouth would look a t  i t  

i f  t h i s  i s  t r u e ,  but  I ' m  j u s t  saying t h a t  we need t o  v e r i f y  

tha t  i t  w i  11 be appl i cable t o  Bel 1 South. 

But i f  they have an agreement w i t h  

Q I n  a forward- looking study, a r e n ' t  you obl igated t o  

look a t  the most e f f i c i e n t  piece o f  equipment t h a t ' s  ava i lab le  

on the market? 

A 

again, based on what I said  i n  my summary, the forward- looking 

study i s  based on - - the benchmark i s  a forward-looking study 

w i th  the e x i s t i n g  network t h a t  a c t u a l l y  ex is ts .  And i n  t h i s  

case what would e x i s t  i s  Bel lSouth's agreement t o  provide power 

using one vendor throughout the  region, and whatever t h a t  

vendor has t o  use i s  what our forward- looking costs would be. 

So i f  your vendor i s  using an i n e f f i c i e n t  piece o f  

I t ' s  Bel lSouth 's  p o s i t i o n  t h a t  we should look a t  - -  

Q 

equipment, then your cost study would r e f l e c t  the use o f  t h a t  

i n e f f i c i e n t  piece o f  equipment on a forward-looking basis? 

A No. Again, i t  depends - - t h i s  i s  one component o f  

the r e c t i f i e r  spec i f i ca t i on .  There are several other items on 

t h i s  page t h a t  may be more c r i t i c a l  as far as day- to-day 

working, other r e c t i f i e r s .  I d o n ' t  know tha t  wi thout - -  I ' m  

not  an expert on r e c t i f i e r s ,  but  you ' re  ta rge t ing  one i tem and 
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;aying t h a t ' s  what would d r i v e  a company t o  p i c k  a r e c t i f i e r ,  

md I d o n ' t  know i f  t h a t ' s  t r u e  o r  not .  We'd have t o  look a t  

i t  t o  v e r i f y .  

Q I f  a Model J85503C-3 r e c t i f i e r  from Tyco was 

:ompatible w i t h  a Bel lSouth cent ra l  o f f i c e  f o r  use i n  a 

3ellSouth central  o f f i c e  and i t  was a more e f f i c i e n t  piece o f  

2quipment than t h a t  c u r r e n t l y  used by BellSouth, doesn' t  TELRIC 

require t h a t  you base your cost  study on the  use o f  t h a t  more 

2 f f i c i e n t  piece o f  equipment? 

A TELRIC, as i t ' s  stated, does say t h a t  you should use 

the most forward- looking equipment. You have t o  i n s e r t  t h a t  i t  

i s  usable i n  the network. And t h a t ' s  the p a r t  t h a t  - -  I 
cou ldn ' t  r e a l l y  address t h a t  wi thout  look ing i n  more d e t a i l  on 

t h i s  t o  v e r i f y  t h a t  i t  i s .  

BellSouth would have looked a t  the  most e f f i c i e n t ,  most 

economical item, and t h a t ' s  what we'd be using. And t o  the  

extent t h a t  - - you know, again, I d o n ' t  know what we' r e  using, 

but t o  the extent we're no t  us ing t h i s ,  there would be a v a l i d  

reason f o r  i t . But I ' d  have t o  v e r i f y .  I c a n ' t  answer t h a t .  

But you have no in format ion other than t h a t  i t  was 

used i n  a previous Telcord ia  study as t o  why BellSouth might 

have used 85 percent; i s  t h a t  correct? 

I mean, my assumption i s  t h a t  

Q 

A And because i t  var ies.  It ac tua l l y  var ies  between 

s i t e s  depending on the  equi pment again. 

Q I bel ieve my e a r l i e r  question I asked you t o  assume 
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;hat t h i s  piece o f  equipment, and I described i t  by model 

lumber, was compatible f o r  use i n  a Bel lSouth centra l  o f f i c e .  

Joul d n ' t  then under TELRIC Bel 1 South be ob1 iga ted  t o  

incorporate the more e f f i c i e n t  r a t i n g  i n  i t s  cost  study? 

A See, again, i t  gets back - - and I guess my only  

Zoncern - - and I know what y o u ' r e  saying, bu t  my concern i s  

that y o u ' r e  look ing a t  one s p e c i f i c a t i o n  o f  a r e c t i f i e r .  

nay be t h a t  something e lse  on t h i s  page i s  much more important 

than the  e f f i c i e n c y  t h a t  you ' re  showing, and t h a t  would say 

that f o r  Bel lSouth's perspective, t h i s  i s  the  r e c t i f i e r  we'd 

dse. So i n  a rea l  world forward- look ing environment, and I ' m  

j u s t  throwing t h i s  out ,  we may never use t h i s  because o f  the 

3ther c r i t e r i a  t h a t ' s  more important than j u s t  t h i s  one l i n e .  

dhen you look a t  the other  - -  I mean, l ook  a t  the  r e c t i f i e r s  as 

a whole t o  determine i s  t h i s  one t h a t  we reasonably want t o  use 

i n  our network. 

It 

Q I mean, I ' m  t ry ing - -  i s  t h a t  a no? 

A 

Q Okay. So you c a n ' t  make a determination, again w i t h  

I ' m  saying i t  depends. 

the caveat t h a t  I ' v e  given you, t h a t  t h i s  piece o f  equipment 

would be compatible f o r  use i n  a BellSouth cent ra l  o f f i c e .  You 

c a n ' t  g ive  a yes-or-no answer as t o  whether TELRIC requires you 

t o  use the  more e f f i c i e n t  p iece o f  equipment; correct? 

MS. WHITE: I ' m  going t o  ob jec t .  I t h i n k  i t ' s  

argumentative. Mr. She1 1 i s obviously uncomfortable accepting 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

336 

Ir. E a r l y ' s  assumption. 

MR. EARLY: I t h i n k  t h i s  assumption i s  a p e r f e c t l y  

-easonably assumption. This i s  a r e c t i f i e r  t h a t  i s  capable of  

i e ing  used i n  a Bel lSouth cent ra l  o f f i c e .  

zould have a more agreeable assumption than t h a t .  

I d o n ' t  know how you 

CHAIRMAN BAEZ: My concern i s  t h a t  you've asked the 

question three d i f f e r e n t  t imes. 

to ge t  an answer. 

I ' m  no t  sure i f  you are going 

MR. EARLY: As I understand t h e  prehearing order t h a t  

Mas entered i n  t h i s  proceeding, a witness was, i f  not 

zompelled, a t  l e a s t  asked t o  answer questions w i t h  a yes o r  no, 

md then t o  the  extent t h a t  they need t o  qual i fy o r  expla in  

t h e i r  answer, t h a t  they could do so. And so f a r  w i t h  regard t o  

t h i s  quest ion I have y e t  t o  receive a yes o r  no. 

CHAIRMAN BAEZ: Ms. White, he ' s  go t  you there.  

MR. EARLY: I mean, no i s  okay; yes i s  okay. 

CHAIRMAN BAEZ: We're going t o  t r y  t h i s  one more 

t ime. Mr. Shel l ,  M r .  Early i s  cor rec t  on the  yes o r  no. So i f  

you would, please - - you can qual i fy any way you want, bu t  

please lead o f f  w i t h  a yes-or -no  answer. 

And, Mr. Early, we're going t o  t r y  t h i s  question one 

more time. 

MR. EARLY: Okay. 

CHAIRMAN BAEZ: One l a s t  t ime. 

MR. EARLY: A l l  r i g h t .  Thank you. 
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BY MR. EARLY: 

Q Mr. She l l ,  again, I want t o  make the  assumption t h a t  

the Model J85503C-3 r e c t i f i e r  provided by Tyco Elect ron ics i s  

capable o f  being used phys i ca l l y  i n  a Bel lSouth centra l  o f f i c e .  

I f  t h a t  r e c t i f i e r  i s  a more e f f i c i e n t  p iece o f  equipment than 

the r e c t i f i e r  c u r r e n t l y  i n  use i n  t h a t  cen t ra l  o f f i c e  i n  terms 

o f  developing the  cost study, does BellSouth have an o b l i g a t i o n  

on a forward- looking basis t o  look a t  t he  more e f f i c i e n t  piece 

o f  equipment? 

A I ' m  going t o  have t o  answer the  quest ion as no, and 

then fo l l ow  i t  w i t h  a depends, because your question was i s  i t  

capable o f  being used. But again, I go back t o  - - my on ly  

concern i s  t h a t  we have the  e f f i c i e n c y  t h a t  y o u ' r e  focussing on 

as the  c r i t e r i a  f o r  choosing a r e c t i f i e r ,  and I d o n ' t  know 

s i t t i n g  here i f  t h a t  i s  the  main c r i t e r i a  f o r  Bel lSouth o r  

Bel lSouth 's  vendor t o  choose a r e c t i f i e r .  So I would have t o  

answer w i t h  t h a t .  

Q Okay. Thank you. Let me ask you a couple o f  f a i r l y  

basic,  I th ink ,  power questions. I f  you have an e x i s t i n g  power 

p lan t  a t  a cent ra l  o f f i c e ,  how do you go about increasing the  

basic serving capaci ty o f  t h a t  power p lan t?  

A 

Q 

Are you asking f o r  the process involved? 

Yeah. What would you do as an equipment manager - - 
you know, i f  the re ' s  a determination made t h a t  there needs t o  

be more power, how do you go about doing t h a t ?  
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A You'd have t o  issue what 's c a l l e d  a j o b  au thor iza t ion  

which f i l l s  t he  paperwork t o  again get approval from senior 

management i n  the  network department t o  get the  budget approved 

t o  purchase the  equipment. And then you 'd  have t o ,  once t h a t ' s  

t o  

t o  

assigned, get  a telephone equipment order issued, which goes 

the vendor, which authorizes them t o  order the  equipment, go 

and make sure i t ' s  working 

the general f low.  I ' m  no t  

the s i t e ,  i n s t a l l  it, t e s t  i t , 

appropr ia te ly .  I mean, t h a t ' s  

sure - -  
Q Well ,  i s  there a par i c u l  a r  piece o f  equipment tha 

governs the  capaci ty  o f  a power p lan t?  

A There's several pieces o f  equipment. I t h i n k  you 

It comes i n  vary ing sizes.  mentioned t h e  r e c t i f i e r  i s  one. 

There's a lso the  ba t te r i es .  You have a lso an engine, a 

generator which i s  required i n  case the  AC goes out .  You have 

power bus bars t o  car ry  some o f  the  power, and you have ba t te ry  

d i s t r i b u t i o n  fuse bays. There's several components w i t h  

d i  f f e r e n t  capac i t ies  t h a t  may be requi red. 

Q I f  you have a 2400-amp power p l a n t ,  how do you der ive 

t h a t  number, 2400? I s  there one piece o f  equipment i n  

p a r t i c u l a r  t h a t  gives you t h a t  k ind  o f  basel ine number f o r  the 

capacity o f  a power p lan t?  

A I d o n ' t  know i f  i t  would be one piece o f  equipment. 

I t ' s  more o f  what power requirements t h a t  e i t h e r  BellSouth o r  

BellSouth and the  CLEC requires. I mean, i f  you ' re  asking what 
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jetermines how much power you need, i t  depends on what the  

jmount pro jected f o r  the  p a r t i e s  involved would need, i f  t h a t  

mswers your question. 

Q Well ,  l e t  me ask you t h i s .  You have a 2400-amp power 

i l a n t .  Doesn't  t h a t  mean you have 2400 amps' worth o f  

p e c t i f i e r s  i n  t h a t  power p lan t?  

A You would have whatever the incremental amount i s .  

I n  o ther  words, you've heard the  term "lumpy." You have lumpy 

investment i n  capaci ty associated w i t h  the equipment. I d o n ' t  

remember the  exact capac i t ies  o f  r e c t i f i e r s ,  bu t ,  f o r  example, 

you could have a 5000, 25,000, 30,000. So you may need 24,000, 

)u t  you may have t o  get 25,000 o r ,  you know, you may decide t o  

Jse 35,000. So the lumpy investment would say t h a t  you may 

ieed a c e r t a i n  amount, bu t  because i t  only  comes i n  c e r t a i n  

increments, you have t o  get something a l i t t l e  b i t  l a r g e r  t o  

3ccommodate t h a t ,  as we l l  as an incremental growth. 

Q R e c t i f i e r s  come i n  200-amp u n i t s ;  r i g h t ?  

A Right ,  200-amp. 

Q 

A And other.  

Q Okay. So a r e n ' t  you - -  when you say you have a 

So i f  you have - -  

2400-amp power p l a n t ,  t h a t ' s  t h e  capaci ty o f  t h a t  power p l a n t ,  

doesn't  t h a t  mean t h a t  you have some s t r i n g ,  whatever s izes,  

$00, whatever you ' re  s t r i n g i n g  together,  but  t h a t  you have 

24 amps o f  r e c t i f i e r  capaci ty? I s n ' t  t h a t  where t h a t  number 
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l e r i  ves from? 

A Well - -  

CHAIRMAN BAEZ: Mr. She l l ,  yes o r  no first. 

THE WITNESS: Oh, okay. Sorry. Excuse me. Let me 

jus t  t h i n k  f o r  a minute. Let  me say, yes, w i t h  the  caveat t h a t  

d i t h  t h e  r e c t i f i e r s ,  i f  what you ' re  saying i s  t h a t  the power 

Zomes through the r e c t i f i e r ,  i t  goes through the  ba t te ry ,  then 

goes t o  the equipment, so there fore ,  you need 2400 amps o f  

r e c t i f i e r  t o  do t h a t .  But then you also need t o  have what's 

Zal led the N p lus 1. You'd have an ex t ra  r e c t i f i e r  - -  

Q So a spare. 

A - - technical  s p e c i f i c a t i o n  p lus w i t h  recharge 

zapab i l i t y .  So, yeah, you could have 2400, but  you have t o  

have a 1 i ttl e more because o f  the  requi rements, technical  

requirements. 

Q 

A And f o r  recharge, yes. 

Q 
A Right. 

Q A l l  r i g h t .  Now, you a lso have b a t t e r i e s .  So you 

You have a spare r e c t i f i e r  i n  case one o f  them - -  

- - whatever, they blow up o r  whatever they do. 

come o f f  the r e c t i f i e r s  and now you have a group o f  ba t te r i es .  

Nhat i s  the purpose o f  t h e  ba t te r i es?  

A It gives you reserve capaci ty f o r  power. I n  other 

words, i f  the power goes ou t ,  the  engine a l te rna to r  takes a 

while t o  k i c k  i n .  The b a t t e r y  gives you t h a t  t ime t o  keep the 
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centra l  o f f i c e  funct ion ing u n t i l  t he  b a t t e r y  k icks  i n .  So the 

charges from the r e c t i f i e r  keeps the  b a t t e r y  working u n t i l  i t ' s  

needed. 

Q So l e t ' s  say you have enough b a t t e r i e s ,  you ' re  coming 

o f f  o f  your r e c t i f i e r ,  you have enough b a t t e r i e s  t o  run 

whatever you ' re  running i n  t h a t  cent ra l  o f f i c e  f o r  three and a 

h a l f  hours. Assume t h a t .  

A Okay. 

Q I f  you add more b a t t e r i e s ,  t h a t  j u s t  buys you more 

t ime, doesn' t  i t? I f  the  power goes out ,  y o u ' r e  buying time 

w i t h  ba t te r i es?  

A Yeah, I t h i n k  t h a t  makes sense. 

Q Okay. Does BellSouth consider the  power p lan t  a 

shared asset? 

A 

Q Well, we ta l ked  e a r l i e r  about - - some o f  the 

d e f i n i t i o n s  t h a t  we ta l ked  about included capaci ty  cost ,  and 

t h a t  was k ind  o f  an analysis o f  an asset t h a t ' s  shared among a 

number o f  d i f f e r e n t  people, and i t  could be CLECs o r  i t  could 

be BellSouth. Do you r e c a l l  t h a t  discussion? 

Can you def ine "shared asset"? 

A Yes. We were t a l  k i ng  about the  example, DS1 

f a c i l i t y .  

Q Right .  So i s  a power p lan t ,  i s  t h a t  what you would 

consider t o  be a shared asset, an asset t h a t  might be shared by 

both BellSouth and CLECs using t h a t  cen t ra l  o f f i c e ?  
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A I would say t h a t  - -  l e t  me t r y  t o  answer t h i s  yes o r  

no. Yes, i t ' s  shared. I would not  pu t  i t  i n  the  same category 

as what we t y p i c a l l y  use f o r  a DS1, which i s ,  you know, we've 

got a p ipe,  t h a t ' s  a p ipe. But w i t h  a power p l a n t ,  you have 

m u l t i p l e  components o f  i t . So you could be shar ing a p o r t i o n  

o f  a - -  a s t r i n g  o f  b a t t e r y  p o r t i o n  over a s t r i n g  o f  

r e c t i f i e r s ,  a po r t i on  o f  the  power bus bar ,  a p o r t i o n  o f  a 

BDFB. 

scenario w i t h  a power p lan t  compared t o  j u s t  a p ipe  where you 

know what you have i s  a set  24 channels i n  DS1. 

I t ' s  a l i t t l e  more d i f f i c u l t  t o  do a capaci ty cost 

Q But by d e f i n i t i o n ,  doesn' t  everybody who uses the  

cent ra l  o f f i c e  have t o  use t h a t  power p l a n t ?  

A 

Q 
To the  extent they need power, t h a t ' s  correct .  

So you could have a p ipe t h a t  might on l y  be used by 

one o r  two users o f  a cent ra l  o f f i c e ,  b u t  anybody who needs 

power i n  t h a t  cent ra l  o f f i c e  s using t h a t  power p lan t ;  i s  t h a t  

cor rec t?  

A 

Q Now, l e t  me assume you have a cent ra l  o f f i c e .  You've 

Yes, they have t o  use t h a t  power p l a n t .  

got  p len ty  o f  f l o o r  space, bu t  your power p l a n t  i s  a t  f u l l  

capaci ty;  you ' re  maxed out .  So what do you do i n  t h a t  

s i t u a t i o n  i f  another CLEC comes i n  and says, I want t o  

co l loca te  on t h i s  piece o f  f l o o r ?  

A Let me make sure I understand you. So you ' re  saying 

we have a power p lan t .  I n  t h a t  s p e c i f i c  area where i t  i s ,  
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chere's no more space. 

Q That cent ra l  o f f i c e ,  from a power perspect ive,  i s  

naxed ou t ,  bu t  you have p len ty  o f  f l o o r  space. So a CLEC comes 

i n  and says, hey, I want t o  use t h i s  piece o f  f l o o r  t o  run my 

2quipment. What does BellSouth do i n  t h a t  s i t u a t i o n ?  Can you 

increase the  s i ze  o f  your power p l a n t  t o  accommodate t h a t  CLEC? 

A We'd have t o ,  yes. Pursuant t o  the  r u l e s  - - I ' m  

sorry I d i d n ' t  understand your quest ion a t  f i r s t .  

j sk ing  i f  you - - we - - p len ty  o f  space, t he  power capaci ty i s  

)ut ,  what we do i s  have t o  augment the power p l a n t .  Yes. 

I f  you ' re  

Q Now, l e t  me ask you t o  assume i n  t h a t  s i t u a t i o n  you 

lave a CLEC t h a t  comes i n ;  you ' re  maxed. You d o n ' t  have a 

spare amp, and a CLEC comes i n  and says, I need t o  draw 

22 amps. My equipment i s  going t o  draw 22 amps. Would you, as 

3el lSouth, come i n  i n  t h a t  s i t u a t i o n  and i n s t a l l  an addi t ional  

r e c t i f i e r  t o  g ive t h a t  minimum 22-amp capaci ty? 

A It depends on which component i s  - - I mean, t h a t  

dould be one o f  them, bu t  you may have t o  - -  depending on what 

else i s  required, you may have t o  add b a t t e r i e s ,  poss ib ly .  It 

nay be another BDFB t o  d i s t r i b u t e  the power ou t  t o  the 

co l loca t ion  space. I would agree t h a t  probably the  r e c t i f i e r  

dould be one i tem. Again, you've got a minimum capaci ty o f  

maybe - -  I t h i n k  maybe the lowest i s  50 amps. I ' m  not  exac t ly  

sure f o r  the r e c t i f i e r ,  bu t  there i s  a minimum capaci ty f o r  i t  

as w e l l .  
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Q Okay. So i f  somebody comes i n  and - - we1 1, l e t  me 

ask you t h i s .  Now, i f  you have p len ty  o f  f l o o r  space, you know 

you've got tons o f  f l o o r  space i n  t h i s  cent ra l  o f f i c e ,  would 

BellSouth t y p i c a l l y  i n  t h a t  case t r y  t o  increase the  capaci ty 

o f  the power p l a n t  t o  look forward as t o  other  expected users 

o f  t h a t  cen t ra l  o f f i c e  and provide t h a t  capaci ty a t  one time? 

A We would p rov is ion  more than j u s t  - -  I mean, number 

one, i n  answer t o  your question, yes, we would. But again, 

j u s t  t o  go f u r t h e r  beyond t h a t  i s  t h a t  we would hopefu l l y  never 

get i n  a s i t u a t i o n  where we are maxed out .  What we t ry  t o  do 

i s  a t  a c e r t a i n  p o i n t  when we're a t  a c e r t a i n  u t i l i z a t i o n ,  we 

begin order ing more capacity because we d o n ' t  want t o  get t o  

the po in t  where we may have a blackout because we d o n ' t  have 

s u f f i c i e n t  power i n  case a spike occurs someplace o r  something. 

What I ' m  saying i s  we d o n ' t  want t o  get t o  the  po in t  

where we c a n ' t  provide power t o  our customers as w e l l .  So we 

would never hopefu l l y  be a t  a s i t u a t i o n  t h a t  you had - -  you ' re  

hypothetical question, you know, question e a r l i e r ,  we would 

hopefu l ly  never get  i n  t h a t  pos i t i on .  We would purchase power 

t h a t  would meet our needs as wel l  as a CLEC. 

Q So Bel lSouth, as a r u l e ,  t o  the  extent  you can - - I 

mean, I ' m  k i n d  o f  asking you t h i s  i n  j u s t  k ind  o f  a r u l e .  As a 

ru le ,  Bel lSouth t r i e s  t o  k ind  o f  look forward, look  ahead t o  

see what power draws might be expected from t h a t  cent ra l  o f f i c e  

and t o  k ind  o f  p lan ahead t o  meet i t  before i t  a c t u a l l y  occurs; 
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i s  t h a t  f a i r ?  

A That ' s  j u s t  day- to-day business. Yes, t h a t ' s  

2orrect. 

Q Now, l e t  me ask you t o  k ind  o f  go back t o  my 

assumption though, and assume t h a t ,  you know, f o r  whatever 

reason you've got a cent ra l  o f f i c e  t h a t ' s  r e a l l y  s t ra in ing .  I 

nean, i t ' s  about maxed ou t ,  and you have a CLEC t h a t  comes i n  

and asks f o r  22 amps. I ' v e  got  t o  have 22 amps. And so you 

come i n ,  Bel lSouth says, okay, we're going t o  i n s t a l l  200 amps 

nore o f  power. We're going t o  pu t  i n  a 200-amp r e c t i f i e r .  

de ' re  going t o  do whatever we need t o  do w i t h  the b a t t e r i e s  and 

a l l  the  other  equipment, but  t h a t  you've decided t o  upgrade 

tha t  power p l a n t  by an increment o f  200 amps. Are you w i t h  me? 

A Right.  

Q Okay. I n  ca l cu la t i ng  the  cost t h a t ' s  going t o  be 

charged t o  t h a t  CLEC f o r  t h a t  amp, f o r  those 22 amps o f  power, 

do you take - -  and l e t  me assume t h a t  t h i s  22-amp r e c t i f i e r  

costs you 10,000 bucks. I t ' s  a n ice  round number. I d o n ' t  

know what they r e a l l y  cost ,  bu t  i t ' s  easy t o  d i v ide  by. So you 

have a 200-amp r e c t i f i e r  t h a t  costs $10,000. 

the cost per amp charged t o  the  CLEC, are you going t o  take 

$10,000 d iv ided by the  32 ( s i c )  amps t h a t  the CLEC has 

requested and charge them t h a t  amount per amp, o r  are you going 

t o  take $10,000 d iv ided by 200 amps t h a t  you've i n s t a l l e d  and 

charge them per amp on t h a t  ca lcu la t ion? 

I n  determining 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

346 

A Okay. Let me j u s t  - -  w e l l ,  I c a n ' t  say yes. Let me 

j u s t  t r y  t o  c l a r i f y  before I answer t h a t  one. You're saying 

Eharging, but  I t h i n k  you mean develop your cost .  

dhat  - - 

I s  t h a t  

Q Yes. Yeah. I ' m  sor ry .  

A Okay. I want t o  make sure I f o l l ow .  Okay. We're 

going t o  charge you based on 22 amps based on the  order o f  t he  

Eommission. 

Q 

A Okay. To develop the  cost ,  what - - and t o  go back t o  

dhat BellSouth d id ,  Bel lSouth used again 711 jobs .  Some o f  the 

jobs probably f i t  i n t o  the  category you described where we had 

a request f o r  addi t ional  power, and as a r e s u l t  o f  t h a t  request 

an augment was done. And we no t  on ly  augmented f o r  the  CLEC 

request, but  we augmented f o r  f u tu re  requests f o r  the CLEC as 

well as BellSouth. And we used t h a t  t o t a l  investment d iv ided 

by the  t o t a l  amps t o  get an average augmentation investment per 

amp f o r  t h a t  scenario. 

How do you develop t h a t  cost? 

But there are o ther  scenarios where Bel 1 South 

included i n  i t s  cost study where the CLEC requested 20, 50 amps 

o r  whatever. We had t h a t  i n  the  CO capacity ava i lab le .  So the  

cost was zero f o r  t h a t  one. So we had both sides o f  t h a t .  

What we t r y  t o  do i s  look  a t  t he  augments t h a t  were occurr ing 

and t o  develop an average based on several - - 711 jobs.  

Q But i n  determining t h a t  cost and incorpora t ing  t h a t  
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i n to  whatever s t ruc tu re  you ' re  going t o  do, do you take t h a t  

610,000 cost  t h a t  you've expended f o r  b r i n g i n g  t h a t  power p lan t  

~p by 200 amps and d i v ide  i t  by the  22 amps requested o r  the 

?OO amps provided? 

A I ' m  t r y i n g  t o  - -  excuse me. This  t h i n g  i s  sometimes 

loud, sometimes s o f t .  

? i g h t  now on t h a t  p a r t i c u l a r  question. 

something t o  v e r i f y  your question on t h a t  - - your answer on 

that one. 

I ' m  t r y i n g  t o  remember what - -  the  study 

I have t o  look a t  

Sorry.  The microphone keeps - -  the  s e n s i t i v i t y  

zhanges on me. 

the amount t h a t  the  CLEC requested because t h a t ' s  what 

i n i t i a l l y  drove the  request. 

I bel ieve what I d i d  on t h a t  one, we d iv ided by 

Q Okay. So you have a CLEC t h a t ' s  requested 22 amps 

and your cost  per amp t h a t  you ' re  going t o  ca lcu la te  f o r  t h a t  

i s  10,000 d iv ided by 22? 

A I n  t h a t  scenario, yes. 

Q Well ,  what happens when the  other  178 amps get used? 

How do you cost t h a t  out? 

A I n  t h a t  scenario - -  

Q 

A Well,  l e t  me go back t o  c l a r i f y .  You say charge, but 

I mean, are they not charged t o  anybody o r  - - 

we're t a l  k i ng  about cost  development. Bel lSouth i n  t h a t  

scenario - -  l i k e  I said before, we have some jobs t h a t  required 

a l o t  and you d i v ide  i t  by t h a t  number. But o ther  jobs - -  
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i k e ,  f o r  example, someone e l se  came i n  and needed 50 amps o f  

:hat. There was zero charge on t h a t  one. So what we're saying 

s by doing 711 jobs,  we're doing an average. I n  some cases 

:he cost  f o r  t h a t  const ruct ion may have been s l i g h t l y  higher 

;han i t  should have been; o ther  cases i t  was zero. So by doing 

'11, we developed an average across many jobs.  

iugmentation basis what amount o f  cost would apply. 

It shows on an 

And t h i s  a1 1 goes back t o  the FCC's order - - the  FCC 
r d e r ,  Paragraph 51 which says, i n i t i a l l y  i t  t o l d  BellSouth and 

111 ILECs t h a t  you can prora te  - - you can augment power, bu t  

Jhat you have t o  do i s  p rora te  i t  so t h a t  the  f i r s t  co l l oca to r  

joesn ' t  pay everything. So i n  the  scenario you were saying, 

:he f i r s t  co l l oca to r  wasn't going t o  pay $10,000. By us 

i r o r a t i n g  over several jobs,  we spread t h a t  cost  out  over a l l  

:he p a r t i e s  t h a t  came i n  f o r  22 amps, 50 amps, up t o  200. And 

;hat 's what we've done i n  our augmentation. We've done i t  on a 

nuch broader schedule - - methodology by doing i t  over 711 j ob ,  

)u t  we, i n  essence, are p ro ra t i ng  the augmentation based on the 

XC 's  order t h a t  allows us t o  do t h a t .  

Q So i n  the s i t u a t i o n  t h a t  I ' v e  given you where 

somebody has come i n  and ordered 22 amps, you' r e  basing your 

Zost on however many amps you've provided d iv ided by 22, and 

t h a t ' s  t he  cost f o r  however many amps you've provided d iv ided 

1y 22? 

A Yes, i n  tha t  scenario. And again, i t ' s  the  cost 
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development, not  the  charge. So the cost development f o r  the  

subsequent providers would be zero so t h a t  eventua l l y  the  

average would t u r n  ou t  t o  be what i t  i s ,  the 10,000 over 200. 

Q I f  BellSouth decided f o r  whatever reason t o  come i n  

i n  t h a t  s i t u a t i o n  and provide addi t ional  amps, provide 2400 

addi t ional  amps - - you want t o  k ind  o f  look forward f o r  some 

growth - - and you say, w e l l ,  we've gotten a request f o r  

22 amps, but  l e t ' s  go ahead and put  2400 i n  because i t  seems 

l i k e  the  r i g h t  t h i n g  t o  do r i g h t  now, which would be an 

expensive job,  I take it, you ' re  tak ing  the cos t  o f  t h a t  e n t ~ r e  

22 amps - -  I mean, t h a t  e n t i r e  2400 amps t h a t  y o u ' r e  increasing 

t h a t  cent ra l  o f f i c e  by and then d i v i d i n g  t h a t  by 22 t o  come up 

w i th  your cost  per amp? 

A For t h a t  p a r t i c u l a r  i tem i n  the sample o f  711 jobs,  

But again, subsequent t o  t h a t  order, you t h a t ' s  what we d id .  

would expect o ther  prov iders t o  come i n  t o  ask f o r  power and 

t h a t  cost  would be zero. I mean, what Bel lSouth i s  doing - - 

the f i r s t  CLEC came i n ;  they u t i l i z e d  Bel lSouth 's  e x i s t i n g  

capacity. BellSouth, you know, i f  you d i d  t h e  cos t  study would 

not  - -  the cost  would no t  have shown anything b u t  zero. 

They' r e  u t i  1 i z i  ng capaci ty  we have a1 ready bu i  1 t i n t o  the  

i n f ras t ruc tu re .  So what we' re  saying i s  t h a t  on some sides, 

yes, you w i l l  have the  s i t u a t i o n  where we may have pu t  i n  more 

than they asked f o r ;  t he  other  side, the CLEC comes i n ,  they 

ask f o r  power, t he  study sample t h a t  d i d  the averages showed 
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zero. 

averaged out the  average incremental cost  on a prorated basis 

based on what the FCC says. We d i d n ' t  do i t  on one CO basis,  

de d i d  i t  on 711 jobs,  which i s  much more, you know, accurate. 

So, i n  essence, what we've done by using 711 jobs,  we've 

Q Okay. Are some o f  those jobs - - I mean, 711 jobs, i s  

t ha t  711 centra l  o f f i c e s ,  o r  might you have m u l t i p l e  jobs i n  a 

s ing le  centra l  o f f i c e  t h a t  go i n t o  t h a t  ca lcu la t ion? 

A I be l ieve  they are centra l  o f f i c e s .  I d o n ' t  r e c a l l  

seeing more than one cent ra l  o f f i c e  CLLI code. I c a n ' t  say 

tha t  f o r  sure, bu t  I ' m  p r e t t y  sure t h a t  i t ' s  j u s t  separate 

central  o f f i c e s .  

Q Okay. Let me t a l k  a l i t t l e  b i t  and k ind  o f  go t o  

your cost  study. And you've ta lked  about the  711 jobs t h a t  you 

used i n  developing the  inputs  f o r  your cost  study; correct? 

A Can I go back? 

Q Sure. 

A I j u s t  r e c a l l  i n  look ing a t  - -  t h i n k i n g  back on the  

study, we do have several jobs i n  one cent ra l  o f f i c e .  I take 

t h a t  back because i f  you look a t  my E x h i b i t  WBS-4, y o u ' l l  see 

t h a t  there i s  a cost  shown f o r  one CLLI code and then an amp. 

Then you have upon i t  several more requests f o r  amps w i t h  no 

cost.  So, i n  f a c t ,  t h a t  does show t h a t  up f r o n t ,  the cost 

study shows one j o b  going i n  f o r  a requested amp, but  then 

subsequently o ther  jobs going w i t h  no costs associated w i t h  it. 

So i t  does invo lve  more than one request per o f f i c e .  
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Q Okay. Are there any t h a t  are j u s t  one job  per 

i f f i c e ?  I mean, i s  there a range? 

A There could be - -  yeah, there  would be a range. Yes, 

there would be a range. Yes. 

Q Okay. Now, w i t h  regard t o  the  cost study, i s  t h a t  

study - -  and again, you've r e f e r r e d  t o  the  711 jobs,  and t h a t  

7 1 1  jobs cons t i tu tes  the  inputs ,  t h e  cost  inpu ts  t h a t  go i n t o  

your cost  study; i s  t h a t  accurate? 

A 

cost study. 

Q 

A I ' m  not  sure I know t h e  d i f fe rence.  

Q Well, census, you took a l l  jobs t h a t  were performed 

Yes. That created the  investment per amp used i n  the  

I s  the cost study a census study o r  a sample study? 

by BellSouth over a per iod o f  t ime and every one, you performed 

a census. You've counted them up, one t o  " X ,  'I however many i s  

a t  the  end. Sample study would be you j u s t  took a sample, you 

took some por t ion .  Was t h i s  a census study o r  a sample study? 

I bel ieve i t ' s  more appropr iate t o  labe l  i t  a sample A 

study because they took several jobs based on the ones they 

could get i n  the t ime per iod t h a t  was given t o  them. 

Q And i n  f a c t ,  i n  the  study d i d n ' t  you have some 

states,  e n t i r e  s ta tes t h a t  were no t  represented i n  t h a t  study? 

A That ' s  correct .  You have some states w i t h  very 

l i t t l e  demand f o r  co l l oca t i on  and very l i t t l e  informat ion 

avai 1 ab1 e. 
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Q Okay. Well, i t  also d i d n ' t  inc lude Georg a ;  correct? 

A Right.  Georgia, p a r t i c u l a r l y  a t  the  t ime they were 

extremely - -  the way t h i s  process worked was the  power manager 

a t  the  headquarters had t o  request t h i s  from the  s ta te  f i e l d  

people. And a t  the time Georgia was extremely - -  what he t o l d  

me was Georgia was extremely busy t ry ing t o  get  actual jobs 

completed, and they could no t  spare anyone t o  perform t h a t  

s p e c i f i c  study. So Georgia d i d  no t  have any data po in ts .  

Q But Georgia i s  p r e t t y  b i g  i n  terms o f  co l loca t ion ,  

i s n ' t  it? 

A Yes. 

Q Okay. Now, who developed - - o r  who chose the samples 

t o  be used i n  the  cost study? 

A The f i e l d  power engineers. 

Q Did you have a s t a t i s t i c i a n  come i n  and design o r  

oversee the  se lec t ion  o f  t he  samples? 

A No. We j u s t  assumed t h a t  711 jobs  was a s u f f i c i e n t  

enough sample t o  represent the  populat ion.  I mean, I ' v e  

compared the 200 as somewhat o f  a bogey f o r  most s t a t i s t i c a l  

examples. We j u s t  f e l t  l i k e  711 was s u f f i c i e n t .  And again, 

t h i s  goes back t o  the FCC a l lowing us t o  prorate,  which r e a l l y ,  

i n  essence, says, i f  you have a centra l  o f f i c e  i n s t a l l a t i o n ,  

AT&T requests power, Bel lSouth does no t  want t o  - - o r  cannot 

charge AT&T $20,000 f o r  t h a t  augment. We have t o  i n  some way 

a l l oca te  t h a t  cost ,  you know, between Covad, M C I ,  and other 
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woviders so t h a t  one par ty  doesn ' t  pay i t .  And a l l  BellSouth 

i s  saying what we've done i s  e s s e n t i a l l y  taken t h a t  and 

2xpended i t  and d i d  711 actual augmentation jobs t o  t ry  t o  

f i gu re  ou t  what i s  a good way o f  a l l o c a t i n g  a cost  per amp. 

Q Do you know how many t o t a l  jobs were performed dur ing 

the study per iod i n  the  BellSouth n i n e - s t a t e  region? 

A No, I do not .  

Q So you d o n ' t  know what percentage t h a t  711 i s  t o  the 

Ahole o f  a l l  jobs? 

A No, I do not .  

Q When the  power engineers were se lec t i ng  jobs t o  go 

i n t o  the  study, do you know what reasons they used t o  se lect  

one p a r t i c u l a r  j o b  over another? 

A My understanding was j u s t  jobs t h a t  were completed 

and avai 1 ab1 e. 

Q So they j u s t  took them o f f  t he  s h e l f  as they came o f f  

the she l f ,  o r  d i d  they randomly se lect ,  o r  d i d  they se lect  on ly  

jobs w i t h i n  a c e r t a i n  per iod o f  time? I mean, do you know t h a t  

answer t o  t h a t  question? 

A 

completed; I d o n ' t  know what t ime per iod.  

was again '99 t o  2000 when they d i d  the  study, bu t  they pu l led  

i t  o f f  o f  a system t h a t  BellSouth has, which i s  the  BellSouth 

construct ion management system t h a t  has actual  construct ion 

costs f o r  the  power jobs.  They pu l l ed  i t  o f f  o f  t h a t .  My 

Just  my understanding was they took jobs t h a t  were 

I know they - -  i t  
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inderstanding was they used ava i lab le  jobs t h a t  had e x i s t i n g  

:ompleted cost  data w i t h  i t .  

Q Do you know i f  the power engineers were i ns t ruc ted  t o  

select a sample t h a t  would have been a s t a t i s t i c a l l y  r e l i a b l e  

-epresentation o f  the  universe o f  a l l  jobs t h a t  were done by 

3el l  South? 

A I d o n ' t  know i f  the power manager was t o l d  t o  look a t  

it from t h a t  perspective. The headquarter' s power manager 

2gain assumed t h a t  711 was s u f f i c i e n t  quan t i t y  t o  be 

representat ive.  

Okay. And those 711 jobs were drawn from f i v e  o f  the Q 
l i n e  Bel 1 South states;  cor rec t?  

A I haven't counted the  numbers, bu t  t h a t ' s  about 

r i g h t ,  I guess. 

Q Okay. Now, you ind ica ted  before t h a t  Bel lSouth uses 

a s i ng le  vendor f o r  the e n t i r e  n ine -s ta te  region. 

vendor t y p i c a l l y  use the same equipment i n  F l o r i d a  as the 

vendor would use i n  Georgia? 

Does t h i s  

A I don ' t  know. I d o n ' t  know t h a t  f o r  sure. 

Q Is there anything i nhe ren t l y  d i f f e r e n t  i n  a cent ra l  

o f f i c e  i n  F lo r i da  i n  terms o f  con f igura t ion  o r  how power comes 

i n  than a cent ra l  o f f i c e  i n  Georgia? 

A I wouldn' t  t h i n k  so. 

Q Okay. Would you expect - - given t h a t  you have a 

s ing le  vendor who does a l l  your work, would you expect t h a t  t he  
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Zost per amp f o r  a j o b  done i n  Kentucky would be equivalent t o  

the cost per amp o f  a j o b  done i n  Alabama? 

A I would expect t he  vendors costs on a comparable - - 
l e t  me answer your question, I guess. 

question, I would say, yes, w i t h  the  caveat t h a t  the  j o b  and 

the work being done are comparable, the same. You could have 

d i f f e r e n t  funct ions being done which obviously would g ive  you 

3 i  f f e r e n t  costs. 

I n  answer t o  your 

Q Would you expect - - and again, i n  terms o f  the  cost 

per amp, would you genera l ly  - - because, you know, a bigger j o b  

you can have more amps and i t ' s  going t o  cost more, a smaller 

job - - a 400-amp r e c t i f i e r  i s  going t o  cost more, but  you' r e  

going t o  get more power, and a 200-amp i s  correspondingly 

smaller and less  power. I n  terms o f  breaking t h a t  down t o  a 

cost per s ing le  amp, would you expect genera l ly  t he  cost 

between states t o  be roughly equivalent? 

A I would say roughly equivalent f o r  t he  same 

equipment. Again, i t  depends on exact ly  what 's being ordered. 

Q Okay. Let me ask you t o  - -  
CHAIRMAN BAEZ: M r .  Early. 

MR. EARLY: Yes, s i r .  

CHAIRMAN BAEZ: How much more cross do you have, 

e s t  i mated? 

MR. EARLY: That much. 

CHAIRMAN BAEZ: I ' m  sorry I wasn't look ing.  How much 
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i s  it? 

MR. EARLY: I ' v e  got  probably a ha1 f an hour would be 

my guess. 

CHAIRMAN BAEZ: We're going t o  - -  i f  y o u ' l l  j u s t  hold 

your thought, w e ' l l  break f o r  f i v e  minutes rea l  quick, and then 

w e ' l l  f i n i s h  t h i s  witness before we break f o r  lunch. 

( B r i e f  recess.) 

CHAIRMAN BAEZ: We ' l l  go back on the  record. 

Mr. Early, we in te r rup ted  you. I f  you can proceed. 

MR. EARLY: Thank you. 

BY MR. EARLY: 

Q Mr. She l l ,  l e t  me k ind  o f  go back t o  a question I 

had, and I ' m  no t  sure I - -  I want t o  make sure t h a t  I 

understand i t  and obviously want t o  make sure the  Commissioners 

understand i t  as we1 1 . 
I n  the  s i t u a t i o n  again where you have the  $10,000 

job,  the 200-amp r e c t i f i e r ,  the  22 amps t h a t  have been ordered 

by a CLEC, you are - -  BellSouth, I bel ieve  you t e s t i f i e d ,  

develops i t s  r a t e  per amp based on the f u l l  charge f o r  the 

augment d iv ided by the  number o f  amps t h a t  were ordered by the  

i n i t i a l  CLEC; i s  t h a t  cor rec t?  10,000 d iv ided by 22 i n  my 

exampl e. 

A Yes, the  cost  developed f o r  t h a t  p a r t i c u l a r  j o b  was 

based on tha t .  And again, there are several o ther  jobs f o r  

t h a t  loca t ion  o r  o ther  loca t ions  where you would have a request 
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'or 20 o r  30 amps w i t h  zero cost  because the  CLEC i s  tak ing  

idvantage o f  what ' s a1 ready been provided i n  the network. 

i u r  methodology f o r  doing t h a t  i s  t h a t  we are prora t ing  the  

:ost so t h a t  a s ing le  c a r r i e r  does no t  pay the t o t a l  amount. 

\nd t h a t ' s  not the ra te ,  i t ' s  t he  cost  f o r  t h a t  p a r t i c u l a r  j o b  

:hat 's averaged over 711 jobs.  

So 

Q But when you develop your - -  and I t h i n k  you sa id the  

i ex t  guy i n  l i n e .  You've got  t he  guy t h a t  you've developed a 

-ate based on 22 d iv ided by 10,000, and the  next guy i n  l i n e  

zomes i n  and he b a s i c a l l y  has no cos t ;  i s  t h a t  correct? 

A Yes. The 10,000 d iv ided by 200, yes. 

Q But he 's  s t i l l  paying a r a t e  t h a t  was developed by 

J i v id ing  the  t o t a l  cost o f  t he  augment by a fewer number o f  

xstomers t h a t  would be u l t i m a t e l y  using i t , i s n ' t  he? 

A I ' m  not  sure I fo l l ow  t h a t .  

Q 

A 

Your r a t e  i s  based on 10,000 d iv ided by 22. 

The r a t e  i s  based on a compi lat ion o f  711 jobs. That 

m e  p a r t i c u l a r  example would be t h a t  way, but  again, there 

dould be several addi t ional  examples where i t  would be zero 

dhen they request 20, 30, 40, o r  50 amps. 

3 f  many samples t h a t  go i n t o  the  job .  And again, i t  goes back 

t o  the philosophy o f  we're p ro ra t i ng .  We're going beyond the  

central o f f i c e  where you 'd come i n t o  a cent ra l  o f f i c e  and say, 

I want 100 amps and we have t o  augment. The f i r s t  pa r t y  we' re  

not going t o  charge them a l l  o f  t h a t .  We're going t o  prorate 

So t h a t ' s  j u s t  one 
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it. And our methodology o f  p ro ra t i ng  i s  using t h i s  711 jobs t o  

j o  t h a t .  

But i n  terms o f  the  - -  we t a l k e d  about the  d e f i n i t i o n  Q 
i f  the  term "increment" i n  TELRIC, and i s n ' t  t he  increment the 

Zost o f  prov id ing t h a t  one add i t iona l  amp o f  power? 

A Yes. Increment i s  the  cost o f  p rov id ing  the one 

3ddi t ional  amp. And what Bel lSouth has pro jected as t h a t  cost 

i s  the  number based on our sample. We're saying t h a t  pursuant 

to  FCC t h a t  al lows us t o  recover the  cost o f  augmentations o f  

power on a prorated basis,  we are - - determined t h i s  p rora t ion  

3n 711 jobs.  I f  you d i d  i t  i n d i v i d u a l l y ,  somebody would pay a 

dhole l o t ,  somebody would be paying nothing. We're p ro ra t i ng  

3ver 711 jobs,  and we' re  p r o j e c t i n g  t h a t  t h a t  i s  a v a l i d  

incremental cost per amp. 

Q But when you develop t h a t  r a t e  per amp, you ' re  

developing i t  based on a l a rge  cost d iv ided by a small number 

D f  amps t o  be used, so d o n ' t  you get a bigger number i n  t h a t  

s i t u a t i o n  t h a t  then i s  going t o  be appl ied by everybody e lse  

vJho comes and u t i l i z e s  those add i t iona l  178 amps o f  power? 

A No, no. I mean, i f  you look  a t  what happens i n  the 

scenario, when i t ' s  a l l  done completely - -  f o r  example, say, 

you had two CLECs coming i n t o  a cent ra l  o f f i c e .  They order 

50 amps o f  power and i t  costs $100. The f i r s t  one uses 

25 amps. I n  t h a t  case, you know, the  cost i s  $100. The next 

one comes i n  and gets 25 amps, we d o n ' t  charge anything. So 
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So e i t h e r  way 2ssen t ia l l y  what you have i s  $100 d iv ided by 50. 

you look  a t  i t, you are g e t t i n g  t h a t  incremental cost  o f  the  

added amps by the  t o t a l  cost  when you p ro ra te  the  whole t h i n g  

a11 the  way out .  The concept i s  we ' re  p r o r a t i n g  m u l t i p l e  jobs 

so we could come up w i t h  the  actual  cost  per  amp. 

Q I ' m  no t  sure I understood k ind  o f  t h e  f i r s t  p a r t  o f  

tha t .  So you have an o f f i c e .  Were you saying 100 amps, $ l o o ?  

I mean, i s  t h a t  what you were - - 

A I ' m  choosing simple numbers. 

Q I mean, as an example. 

A I'm j u s t  using simple numbers t o  say t h a t  i t ' s  - -  t he  

party asks f o r  50 amps. 

Q Well ,  I mean, I want t o  go back t o  t h e  example you 

used. Was t h a t  k ind  o f  - -  

A That was i t . 

Q Because i t  means i t  d iv ides  e a s i l y ,  which i s  good f o r  

me. 

A That was the  example. 50 amps requested, $100 was 

the cost .  

Q Okay. 

A Okay. The f i r s t  pa r t y  - -  excuse me. Back up. They 

ask f o r  25 amps; we provided 50 amps. We gave them 25 amps o f  

power; t h a t  costs us $100. So t h a t  was $100 over 25.  But the  

next pa r t y  got  zero cost  w i t h  25 amps. So what you have i s  the  

t o t a l  cost  o f  100, the  t o t a l  amps o f  50; you s t i l l  come up w i t h  
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he same 100 over 50. A l l  we ' re  doing i s  p r o r a t i n g  t h a t  cost  

s opposed t o  b i l l i n g  t h i s  one guy 100 over 25, $4, and the 

ther  one zero. 

Q Okay. But you ' re  developing a ra te ;  r i g h t ?  

A 

Q 

We're developing a cost  per amp. 

So you ' re  developing the  r a t e  based on $100 d iv ided 

ly 25, which i s  $4 an amp; cor rec t?  

A 

Q 

And also zero d iv ided by 25. 

But doesn' t  the second guy i n  l i n e ,  i s n ' t  he paying 

:he r a t e  t h a t  you've developed already f o r  t h a t  augment? 

A No. Again, I ' m  going back t o  the  d i f f e rence  between 

:he cost  versus the charge. A l l  we're doing i n  these pro jec ts ,  

:his 711 p ro jec ts  i s  developing the cost .  This has nothing do 

i i t h  what anybody i s  g e t t i n g  charged. That ' s  t o t a l l y  out o f  

:he p i c t u r e .  

ier  amp. Nobody i s  charged y e t .  Only when the  t o t a l  cost  per 

imp i s  der ived w i l l  t he  charge be applied, and t h a t  charge w i l l  

)e based on a p rora t ion  o f  a l l  those jobs.  

I t ' s  j u s t  a way o f  cost ing - -  developing a cost  

Q A l l  r i g h t .  Now, you ind ica ted  t h a t  k i n d  o f  because 

;here's such - -  t he re ' s  t h i s  k ind  o f  b i g  number, t h i s  711 i s  

?nough, i n  your view, t o  k ind  o f ,  I guess, k ind  o f  chop o f f  the 

i i l l s  and f i l l  i n  the va l leys  and you k ind  o f  get  a - -  

i as ica l  l y  a roughly equivalent charge per amp? 

A Correct. 

Q Okay. Can you quant i f y  t h a t ?  I mean, i s  i t  
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d i t h i n  - -  you know, are you t a l k i n g  w i t h i n  10 percent? 

A We would say i t ' s  w i t h i n  10 percent, yes, e a s i l y .  

Q Okay. Let me ask you t o  take a look - -  excuse me one 

second. I want t o  provide you w i t h  a document t h a t ' s  a 

conf ident ia l  document t h a t  was provided. I bel ieve  i t  i s  S t a f f  

22, BellSouth con f iden t ia l  document - - Bel lSouth Conf ident ia l  

S t i pu la t i on -1 ,  S t a f f  E x h i b i t  22. This i s  a p a r t  o f  POD 32. 

I j u s t  k ind  o f  want t o  go through t h i s  and see i f  I 

understand how these amp charges i n  here are working. 

could j u s t  have you go t o  the  very f i r s t  one, which i s  

RCMDKYMA. I ' m  no t  a l l  t h a t  sure what RCMD c i t y  i s .  I assume 

tha t  i s  Kentucky and MA i s  t he  i d e n t i f i c a t i o n  o f  the  cent ra l  

o f f i c e  t h a t ' s  i n  whatever c i t y  RCMD i s .  

I f  I 

A Yes, t h a t ' s  co r rec t .  

Q Now, I ' d  ask you t o  take a look a t  the  second page o f  

t h a t  document, CLEC Number 1 data. Now, t h a t  CLEC ordered a 

p a r t i c u l a r  number o f  amps, a p a r t i c u l a r  number o f  fuses a t  a 

p a r t i c u l a r  fuse s ize,  ordered bas i ca l l y ,  t h i s  i s  what I want; 

i s  t h a t  correct? 

A Yes, t h a t  looks cor rec t .  

Q Okay. And the  number t h a t  shows up i n  the  n i n t h  

column i s  prorated share power p lan t  construct ion.  Can you 

t e l l  me what t h a t  number i s ?  Not what the number i s ,  bu t  what 

t h a t  number represents. 

A Okay. Give me j u s t  a minute. I ' v e  seen t h i s  before. 
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[ t ' s  been a whi le  s ince I ' v e  looked a t  i t .  I have t o  reo r ien t  

nysel f .  

I f  I ' m  remembering c o r r e c t l y ,  and i t ' s  a c t u a l l y  been 

3 whi le  since I ' v e  looked a t  t h i s ,  I bel ieve  what t h i s  

llepresents i s ,  I guess l i k e  i t ' s  s ta ted here, the  prorated 

jmount o f  t h i s  t o t a l  cost  t h a t ' s  going t o  t h i s  CLEC. 

Q Okay. And t h i s  CLEC ordered the  number o f  amps t h a t  

w e  contained i n  Column 4, the  number o f  fuses i n  Column 5, and 

the fuse sizes i n  Column 6, okay? 

A Okay. 

Q Now, l e t  me ask you t o  go t o  the  next document i n  

that  stack, which i s  LSVL, and I ' m  going t o  assume t h a t ' s  

L o u i s v i l l e ,  LSVLKYVS. And i f  I could ask you t o  go t o  the 

sheet CLEC Number 2 data, which i s  the t h i r d  page i n  t h a t  

sheet. This instance on Column 4, we have a CLEC t h a t  has 

ordered a p a r t i c u l a r  number o f  amps, which i s  the  same number 

o f  amps as we discussed i n  the  previous one, a p a r t i c u l a r  

number o f  fuses, which i s  the  same number o f  fuses a t  a 

p a r t i c u l a r  fuse s ize,  which i s  the  same fuse s ize ,  and y e t  t he  

prorated shared power p l a n t  construct ion t o  t h a t  CLEC i s  about 

a t h i r d  o f  what i t  was f o r  the  previous one. 

I f  you ' re  us ing the  same vendors and the same 

equipment and everyth ing i s  going t o  be k i n d  o f  equivalent, how 

i s  i t  t h a t  the prorated share o f  power p l a n t  const ruct ion 

charged t o  t h a t  CLEC i s  a t h i r d  o f  what i t  was i n  t h i s  other 
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c i t y ?  

A Well ,  I ' m  j u s t  look ing  a t  t h i s .  This r e a l l y  doesn't  

t e l l  you the  i temiza t ion  o f  t he  equipment - -  the  t o t a l  

equipment t h a t  was provided on the  j ob .  

see - -  
I ' m  j u s t  t r y i n g  t o  

Q But your costs are based on amps; r i g h t ?  They have 

a l l  asked f o r  the same number o f  amps, shou ldn ' t  they a l l  have 

an equivalent cost t h a t ' s  assigned t o  t h a t  CLEC f o r  t h a t  job? 

A The t h i n g  I d o n ' t  know f o r  sure look ing  a t  t h i s  i s  

t h a t  the  f i r s t  one, t he  RCMD example, which has 10,000, I guess 

I shouldn ' t  say, has a c e r t a i n  number approximately associated 

w i t h  the  share versus the other  one which i s  s i g n i f i c a n t l y  

less .  The f i r s t  one could have inc luded addi t ional  equipment 

required. 

everything t h a t  was required on the  j o b .  That ' s  what I ' m  no t  

sure about. 

I d o n ' t  know i f  t h i s  has j u s t  what was requested o r  

I n  other words, I d o n ' t  know i f  there was anything 

e lse required o r  i n i t i a l l y  pu t  i n  on t h i s  p ro jec t  t h a t ' s  not  

l i s t e d  here on t h i s  sheet o ther  than r e c t  f i e r s  - -  other than 

the BDFB, two fuses, and 60 amps. 

Q Well,  i f  the  CLEC i s  paying a recur r ing  charge based 

on amp o f  DC power, shouldn ' t  t h a t  a1 1 k i n d  o f  - - a1 1 o f  these 

costs t h a t  are assigned t o  a CLEC f o r  t he  construct ion o f  the 

power p l a n t  be r o l l e d  i n t o  t h a t  per amp o f  DC power charge? 

A A l l  I ' m  saying i s  y o u ' r e  look ing  a t  - -  I t h i n k  your 
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iuest ion i s  based on the f a c t  t h a t  both o f  these show two 

'use - -  the request being two fuses, 60 amps and therefore the 

lumbers should be the same. What I was saying was I d o n ' t  know 

f there  are other equipment items included i n  the f i r s t  one 

:hat caused the prorated share t o  be greater o r  no t .  

Q But i n  terms o f  what a CLEC i s  paying per amp, why 

;hould what p a r t i c u l a r  piece o f  equipment went i n t o  prov id ing 

:hat amp make such a dramatic d i f f e rence  i n  the  charge back t o  

:hat CLEC? 

A Well, again - -  

Q A r e n ' t  you t r y i n g  t o  se t  a r a t e  based on 711 th ings,  

md t h e y ' r e  a l l  supposed t o  k i n d  o f  come out  about the  same? 

A Yes, when you do the  average. What I ' m  t r y i n g  i s  i f  

t h i s  one required - - and i t  doesn ' t  say t h i s  - - addi t ional  

2quipment t h a t ' s  not here, then t h a t  would - -  then t h a t  $10,000 

dould be based on something t h a t ' s  no t  shown i s  a l l  I ' m  saying. 

Would t h a t  be a nonrecurr ing charge t h a t ' s  charged t o  Q 

tha t  CLEC? 

A No. I n  t h i s  case t h i s  i s  a cost  t h a t  Bel lSouth 

incurs whenever the vendor would do the  work. 

there could be addi t ional  vendor costs no t  shown here. I mean, 

it shows $10,000, but  I d o n ' t  know i f  i t  shows i n  d e t a i l  a l l  o f  

the work and equipment t h a t  was a c t u a l l y  i n s t a l l e d  i n  t h i s  

p a r t i c u l a r  CO. That ' s  a l l  I ' m  saying. 

So I ' m  saying 

Q Well, the  l a s t  column i n  a l l  o f  these th ings i s  t o t a l  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

365 

charged t o  CLEC. This i s  a charge t h a t ' s  going t o  the CLEC; 

cor rec t?  

MS. WHITE: 

numbers are conf ident 

THE WITNESS 

MS. WHITE: 

Mr. She l l ,  remember, too,  t h a t  the 

a1 and should not  be s ta ted  out  loud. 

Okay. Yes. Thank you. 

Thank you. 

A What I was po in t i ng  t o  though i s  - - again, I haven' t  

looked a t  t h i s  i n  a whi le .  But, f o r  example, i f  you look on 

the f r o n t  page o f  RC - -  the one labeled RCMDKY - -  
Q Right .  

A - -  versus the  other one, the  LS, t he  one t h a t  I c a l l  

RC f o r  shor t ,  i t  has a t o t a l  p l a n t  const ruct ion cost  f o r  t h a t  

CO t h a t ' s  greater than the  one f o r  the other  one. 

Q Right .  

A So my assumption based on t h a t ,  which I fee l  p r e t t y  

comfortable about, i s  t h a t  the  p ro ra t i on  on t h i s  one i s  based 

on the  t o t a l  costs required t o  augment t h a t  CO which i s  greater 

than the  cost  f o r  the  second one. So, I mean, even though t h i s  

one page f o r  t h i s  CLEC shows t h i s ,  t h a t  CLEC i s  probably tak ing  

advantage o f  some other  equipment t h a t  was required. 

For example, i f  you have a centra l  o f f i c e  t h a t  has 

s i g n i f i c a n t  capaci ty o f  everything except BDFBs, a l l  you have 

t o  do i s  add a BDFB. The second pa r t y  needs a BDFB and they 

d o n ' t  have enough capaci ty o f  a r e c t i f i e r  o r  i n  t h i s  case, 

f i e r ,  you may have t o  add a r e c t i f i e r  before you yeah, a r e c t  
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:an add the  BDFB. And i t  looks l i k e  the  f i r s t  one i s  adding 

2quipment i n  add i t ion  t o  the - -  more equipment than the f i r s t  

)ne i s  what 's causing the p ro ra t i on  t o  be greater .  

Q Okay. When you ' re  s e t t i n g  the  r a t e  t h a t ' s  going t o  

3e charged t o  a CLEC, i s  i t  done centra l  o f f i c e  by centra l  

) f f i c e ?  I s  the  r a t e  a t  the RCMDKYMA centra l  o f f i c e  going t o  be 

based on what 's i n  t h a t  cen t ra l  o f f i c e ,  and the  r a t e  i n  the  

L o u i s v i l l e ,  Kentucky - -  the  next one, i s  t h a t  going t o  be based 

3n what 's i n  t h a t  cent ra l  o f f i c e ,  o r  do you t r y  and es tab l i sh  

t h i s  over a broad range? 

A We' r e  developing a broad - - again, a sample based on 

s p e c i f i c  jobs,  p ro ra t i ng  over across a l l  o f  these so t h a t  no 

p a r t i c u l a r  area i s  r e a l l y  being charged t o  anybody, bu t  a t o t a l  

sample average o f  a l l  o f  these are what we use t o  develop our 

investment per amp t h a t  goes i n t o  the cost study. 

Q Wel l ,  then again, g e t t i n g  back t o  my i n i t i a l  

question. You have two CLECs t h a t  are order ing the  exact power 

draw. They both want t o  draw t h a t  many amps o f  power and y e t  

one i s  being charged t r i p l e  what the  other one i s  being 

charged. How can t h a t  be? 

A Again, t h e y ' r e  not  g e t t i n g  charged. You're mixing 

again charging w i t h  cost  development. This has nothing t o  do 

w i t h  i t . What we're doing i s  developing a cost .  And ev ident ly  

on the f i r s t  job ,  i n  order t o  provide the 60 amps, they needed 

more equipment - -  i t  looks l i k e  r e c t i f i e r s  - -  which made the 
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:otal cost  s i g n i f i c a n t l y  g rea ter .  The other one d i d n ' t  need t o  

l o  t h a t .  So the cost development f o r  these two jobs were 

li f f e r e n t  because they needed d i f f e r e n t  equipment. But t he  

Zharge i s  based on an average o f  a l l  the  jobs put  together,  not  

my p a r t i  cul a r  j ob .  

Q Well,  then how do you expla in  the  l a s t  column t h a t  

says, "Total charged t o  CLEC"? 

COMMISSIONER DEASON: 

that  an actual charge o r  j u s t  

f o r  purposes o f  t he  study t o  d 

Let me ask a question. Was 

s t h a t  the p ro ra t i on  t o  the  CLEC 

termine the p ro ra t i on  o v e r a l l ?  

THE WITNESS: These numbers here were used f o r  

w o r a t i o n  f o r  the  cost study, not  an actual charge. 

But l e t  me answer your question. This data may have 

come from an agreement where some CLECs had I C B  arrangements. 

30 t h i s  may have been a scenario where the CLEC had an ICB and 

naybe the charge t h a t  would apply i n  t h a t  scenario would have 

been t h a t ,  bu t  t h i s  i s  no t  t he  charge we apply. 

de ' re  proposing i n  t h i s  docket. This i s  on ly  used f o r  t he  cost 

development f o r  p ro ra t i ng  the  costs. I t ' s  not  a charge we 

I t ' s  no t  what 

aPP1 Y 

BY MR. EARLY: 

Q So t h a t  i s  - -  i s  i t  your testimony then - -  and l e t  me 

ask you t h i s  d i r e c t l y  then. I n  a l l  o f  these - - and you can 

look a t  a l l  o f  them and they a l l  have a bottom l i n e  a t  t he  

end - - where i t  says, "Total charged t o  CLEC, 'I i s  i t  your 
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testimony t h a t  t h a t  i s  no t  a charge t h a t  was d i r e c t l y  charged 

t o  the  CLEC order ing the  power as r e f l e c t e d  on t h a t  page o f  

da ta?  

A Again, I ' m  no t  exac t l y  sure what was done w i t h  t h i s .  

This could have been used f o r  a CLEC t h a t  had I C B .  So i t  might 

have been something t h a t  was going t o  be charged t o  them, bu t  

f o r  t h i s  cost development, we ' re  not  using t h a t  t o t a l  charged 

column. We're no t  going t o  charge a CLEC t h i s .  We now have a 

recur r ing  charge. This  data came from maybe a t ime per iod when 

there was an oppor tun i ty  o r  the  agreement t h a t  said, I C B ,  t h a t  

t h i s  would apply, bu t  i t  doesn ' t  apply now. We would no t  use 

these t o  charge a CLEC. 

Q Let me ask you then t o  look again - -  w e ' l l  s t a r t  w i t h  

the - -  okay. L e t ' s  go t o  L o u i s v i l l e  KYVS, the  second one t h a t  

I gave you, LSVLKYVS. Now, on the  f i r s t  page, you have t o t a l  

not  y e t  a l located t o  CLECs, and then on the  i nd i v idua l  data 

sheets you have t o t a l  charged t o  CLEC and i n  t h a t  case you have 

three pages. Now, i f  you take the  t o t a l  p l a n t  const ruct ion 

cost minus the t o t a l  charged t o  CLEC on those next three pages, 

d o n ' t  you come up w i t h  t h e  t o t a l  not  y e t  a l loca ted  t o  CLECs 

number? 

A I haven't done the  math, but  $21 subtract ing 

approximately - - 

Q Don't  say numbers. Your lawyers are going t o  get a l l  

over you. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

369 

A Sorry about t h a t .  Okay. 

Q I won ' t ,  she w i l l .  

A I would say you ' re  approximately co r rec t ,  I wou 

;ay . 
Q That appears t o  be co r rec t?  

A Yeah, t h a t  appears t o  be c lose.  

d 

COMMISSIONER DEASON: Let  me ask a question because 

[ ' v e  gone through these numbers i n  my head and I may be 

incorrect ,  bu t  I thought t h a t  i f  you added up the  prorated 

share column f o r  each o f  the th ree  p lus  the  y e t  t o  be a l located 

mount on the  f i r s t  page, t h a t  would equal the t o t a l  p lan t  

:onstruction cost on the  f i r s t  page; i s  t h a t  cor rec t?  

I f  you add up the prorated 

share on the  three pages p lus the  y e t  t o  be a l located amount on 

the f i r s t  page, t h a t  t h a t  would equal t h e  t o t a l  p lan t  

zonstruct ion cost on the f i r s t  page. 

L e t ' s  go over t h a t  again. 

THE WITNESS: I ' m  doing the  math now j u s t  t o  v e r i f y  

t ha t .  

ne doing i t  up here. 

Nei ther one o f  the numbers are coming ou t  exact based on 

COMMISSIONER DEASON: Doesn't  i t  come t o  w i t h i n  one 

dol 1 a r ?  

THE WITNESS: It comes close. For example - - 1 e t  me 

j u s t  do i t  again. 

MR. EARLY: For a lawyer, i t  would be on the money, 

f o r  an engineer - -  
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THE WITNESS: Okay. I f  you do what you stated, which 

was add the  prorated share power p l a n t  cons t ruc t ion  f o r  se lec t  

1, 2, and 3 and the no t  y e t  a l loca ted ,  i t  gives you, yeah, 

w i t h i n  a d o l l a r .  

COMMISSIONER DEASON: W i th in  one dol 1 a r ?  

THE WITNESS: Wi th in  a d o l l a r .  

COMMISSIONER DEASON: 

THE WITNESS: Yeah. 

I t h i n k  i t ' s  a rounding. 

BY MR. EARLY: 

Q Let  me ask you t o  take a l ook  a t  t he  - -  I t h i n k  noL 

the  next one bu t  the one a f t e r  t h a t ,  which i s  LSVLKYSM. 

t h i n k  i t ' s  t he  fou r th  one i n  your stack.  Are you there? 

I 

A Yes. 

Q Okay. Again, on CLEC Number 5 data, we have the  CLEC 

order ing  the  same number o f  amps, the  same fuse s ize ,  t he  same 

number o f  fuses, bu t  I have a quest ion on t h i s .  On the  

f i r s t  page under power p lan t ,  t he  f i r s t  page e n t i t l e d ,  "Power 

Plant Data," i t  says, "Total no t  y e t  a l l oca ted  t o  the  CLECs" on 

the  bottom, and t h e r e ' s  a number w i t h  parentheses around it. 

What does t h a t  parentheses mean? 

A I apologize. I ' m  t r y i n g  t o  remember. I c a n ' t  

remember what t h a t  represents. 

Q Well ,  l e t  me see i f  I can work you through i t  then. 

I f  you take the  t o t a l  charged t o  CLEC f o r  each o f  the one, two, 

three,  four ,  f i v e  CLECs t h a t  have ordered power and you add 
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those numbers up, d o n ' t  you come out  w i t h  a number t h a t  i s  t h i s  

lumber more than the actual p lan t  const ruct ion cost? 

A I mean, I'll take your word f o r  it, and make sure I 

fol low what you ' re  saying. That i f  you sum the  numbers, CLEC 

1 through 5 i s  greater than the  t o t a l  no t  y e t  a l loca ted .  I s  

that  what you ' re  saying? I j u s t  want t o  c l a r i f y .  

Q No. You have t o t a l  p l a n t  const ruct ion costs and you 

have t o t a l  no t  y e t  a l loca ted  t o  CLECs, which has a parentheses 

around i t .  

don ' t  you come up w i t h  a number t h a t  i s  t o t a l  no t  y e t  a l located 

t o  CLECs more than t o t a l  p lan t  construct ion? Doesn't t h a t  

parentheses mean t h a t  ' s a negative number? 

I f  you add up those f i v e  CLEC i n d i v i d u a l  pages, 

A Yes, i t  does. 

Q So i n  t h a t  s i t u a t i o n ,  BellSouth has a c t u a l l y  - -  t o t a l  

charged t o  CLECs i s  a c t u a l l y  more than the  cost o f  p lan t  

construct ion,  i s n ' t  it? 

A I t h i n k  i f  I r e c a l l  c o r r e c t l y  what t h i s  represents i s  

the s i t u a t i o n  t h a t  we ta l ked  about e a r l i e r  where a t  t h i s  

p a r t i c u l a r  p o i n t  i n  t ime i n  t h i s  CO we had placed equipment i n .  

The f i r s t  p a r t y  was a l loca ted  a ce r ta in  amount and the t o t a l  

p rora t ion  hadn' t  occurred. So the addi t ional  power equipment 

added has no t  come back t o  even out i n  t h i s  p a r t i c u l a r  

s i t ua t i on .  Do you fo l l ow  what I ' m  saying? 

I n  other words, i f  you had the  case o f  again the 25 

amps requested, 50 amps provided, $100, you ' re  i n  a case where 
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IOU had the 25 amps there,  whereas you d o n ' t  have the second 

)arty i n  y e t .  So t h i s  actual cost scenario w i l l  show t h a t  the 

second 25 amp request hadn' t  come i n ,  and i t  hadn ' t  washed out 

in  t h i s  p a r t i c u l a r  o f f i c e  a t  the  time the  study was done. 

Q But you have f i v e  CLECs t h a t  are i n  there  t h a t  have 

i rdered power and the  amount t h a t ' s  been charged t o  those 

ind iv idual  CLECs i s  already greater than the  amount o f  

:onstructing the  power p l a n t .  

you can have - - and whoever comes i n  afterwards i s  going t o  be 

Zharged a r a t e  f o r  DC amps; r i g h t ?  I mean, t h e y ' r e  going t o  

lave t o  pay f o r  the power; cor rec t?  They're no t  going t o  get 

it f o r  f ree .  

I ' m  not  sure I understand how 

A And again, I ' m  g e t t i n g  confused w i t h  the  charging 

versus cost .  We only  used t h i s  f o r  cost  development. We 

d i d n ' t  use t h i s  t o  charge a CLEC i n  what we're using i t  f o r .  

50 we d i d n ' t  charge anybody any o f  t h i s  data here. What we d i d  

again - -  what I ' m  assuming happened here i s  t h a t  t h i s  i s  the  

scenario where we provis ioned the  power and t h e  cost ,  and i t  

had no t  washed out  y e t  i n  t h i s  scenario. 

Q Okay. Well, I want t o  make sure then I understand 

your testimony because you sa id  t h i s  wasn' t  a charge t h a t  

was - -  i t  wasn' t  a cost  t h a t  was charged t o  the  CLEC. So was 

i t  your testimony t h a t  t o t a l  charged t o  CLEC i s  no t  an actual 

amount o f  money t h a t  Bel lSouth charged a CLEC f o r  order ing t h i s  

amount o f  power i n  t h a t  cent ra l  o f f i c e ,  t h a t  t h a t  was not a 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

373 

charge e i t h e r  recu r r i ng  o r  nonrecurring t h a t  was charged t o  

tha t  i nd i v idua l  CLEC? I s  t h a t  your testimony? 

A 

Q 
A 

Q Okay. 

A No. My testimony i s  t h a t  I am not  - -  we used - -  

No. My testimony i s  t h a t  when we used t h i s  - -  
I need a yes o r  no on t h a t  one. 

I thought I said  no. 

wel l ,  l e t  me back up on t h a t .  My answer i s  I don ' t  know. I 

mean, I ' m  not  sure how t o  get  t h a t  i n .  The t h i n g  i s  I d o n ' t  

know. We used t h i s  f o r  cost  development purposes. 

used p r i o r  t o  t h a t  I d o n ' t  know. There could again be t h e  

s i t u a t i o n  where ICB scenarios ex is ted were t h i s  was a c t u a l l y  

used f o r  a b i l l i n g  mechanism, bu t  when I saw i t, when we used 

i t ,  i t  was j u s t  used f o r  cost  development. And we i n  the  

current  environment and going forward f o r  t h i s  docket, we ' re  

not proposing charging t h i s .  So I ' m  not  sure what i t  was there  

f o r  i n i t i a l l y .  We're on l y  look ing a t  i t  f o r  cost  development 

purposes. 

How i t  was 

Q I ' m  going t o  ask you - -  I ' v e  got one more question, 

and then I ' m  going t o  stop on t h i s ,  I th ink ,  bu t  I j u s t  need t o  

understand. 

addi t ional  amp o f  power; r i g h t ?  That 's  what the  term 

"increment" i n  TELRIC means? And so i n  t h i s  case somebody came 

i n  and said, I need t h i s  many amps o f  power. 

o f  CLECs t h a t  have come i n  and they said, I need t h i s  many amps 

Incremental means the  cost t o  prov id ing an 

Here's a couple 
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fu tu re  charge i s  now greater  than the amount already 
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i f  power, I need t h i s  many amps o f  power, I need t h i s  many amps 

i f  power, here 's  what I need. And so BellSouth said,  w e l l ,  i n  

i r d e r  f o r  us t o  provide t h a t  power, we're going t o  have t o  do a 

31ant construct ion,  and i t ' s  going t o  cost  us t h i s  much money 

t o  do i t .  And y e t  the  amount t h a t  Bel lSouth i s  then a l l o c a t i n g  

to  t h a t  amount t h a t  you know what t h a t  amount i s ,  the amount 

charge o r  

oping some 

t h a t  you 

have invested i n  t h a t  new p l a n t  incremental p l a n t  construct ion;  

i s  t h a t  correct? 

A 

Q Yes. 

A Again - -  

Q 

A Okay. Repeat the  question. I ' m  no t  sure what 

Again, y o u ' r e  r e f e r r i n g  back t o  the LSVLKYSM? 

I need a yes o r  no on t h a t  one, too.  

exact ly - -  

Q Okay. We've got  - -  the term "incremental" i n  TELRIC 

means the amount o f  money t h a t  i t  costs t o  provide t h a t  one 

addi t ional  amp o f  power. And i n  t h i s  case we have one, two, 

come i n  and said,  we need 

And i n  order t o  provide 

we've got t o  do an augment, 

s going t o  cost .  And those 

do l l a rs ;  r i g h t ?  Okay. And so when BellSouth 

three, four ,  f i v e  CLECs t h a t  have 

power and here's how much we need 

tha t  power, BellSouth sa id,  we l l ,  

and here 's  how much t h i s  augment 

are rea 
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ipport ioned the  cost o f  t h a t  augment, t he  cost  o f  t h a t  

i dd i t i ona l  increment necessary t o  ge t  t h a t  power t o  the CLECs 

jsking f o r  t h a t  power, Bel lSouth has a l l oca ted  t h i s  number more 

than the actual p l a n t  - -  t o t a l  p l a n t  const ruct ion cost,  hasn ' t  

it? 

A I f  I ' m  understanding your quest ion co r rec t l y ,  you ' re  

saying i n  developing the  costs, Bel lSouth has used t h i s  number 

Mhi ch a1 1 ocated more than the  power p l  ant costs.  

Q Correct .  

A I bel ieve  the answer t o  t h a t  would be yes, t h a t  i n  

doing our costs - -  and t h i s  gets back t o  the  prora t ion  scenario 

I t h i n k  I stated e a r l i e r .  I bel ieve  t h i s  i s  a s i t u a t i o n  where 

de had pro jected a demand, the  CLEC requested so many amps, 

Bel 1 South provided t h a t  and some incremental more because 

BellSouth and CLECs' pro jected growth. And when t h a t  was done, 

we prorated t h a t  cost as the  CLECs come i n .  And i n  t h i s  

s i t u a t i o n  I bel ieve  what i t ' s  saying i s  t h a t  i t  hasn ' t  washed 

out .  So the answer t o  your question i s  yes. 

Q Well,  i n  terms o f  p rora t ion ,  d o n ' t  you prorate a cost 

so t h a t  everybody who comes i n  gets a l i t t l e  piece o f  it, and 

a t  the  end, the  l a s t  guy i n  i s  paying the  l a s t  l i t t l e  piece t o  

get you up t o  100 percent? I s n ' t  t h a t  what p rora t ion  means? 

A Yes, t h a t ' s  what i t  means. 

Q But i n  t h i s  case you have got ten f i v e  CLECs i n  and 

y e t  the prorated cost t h a t  you've charged them i s  over 
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10 percent - - w e l l ,  roughly 10 percent more than the  cos t  you 

have invested i n t o  t h a t  augment, i s n ' t  it? I s n ' t  t h a t  

accurate? 

I guess my question i s ,  when the  next guy comes i n ,  

are you going t o  - -  how are you going t o  account f o r  t ha t?  How 

already i n  who are 

on having paid more 

does t h a t  work? I 

are you going t o  get  the CLECs t h a t  are 

paying a r a t e  based on one charge based 

than the  amount o f  the investment? How 

don ' t understand i t  . 
A Again, I haven't looked a t  t h ,  s i n  a whi le ,  bu t  

know, t h i s  scenario could be the  s i t u a t i o n  where we're 

a l l o c a t i n g  the  expense based on the  power p l a n t  construct  

t h a t  has occurred. And t o  the  extent  t h e y ' r e  using power 

YOU 

on 

p l  ant 

t h a t  we have already input ted and had working i n  our CO, then 

t h i s  could be saying t h a t  we're a l l o c a t i n g  a c e r t a i n  amount o f  

the costs associated w i t h  something t h a t  was pu t  i n  already 

prev ious ly ,  not  necessar i ly  on t h i s  p a r t i c u l a r  request, which 

i s  what 's leading i t  t o  t h a t .  Without look ing a t  i t  i n  d e t a i l ,  

I c o u l d n ' t  t e l l  you. But I agree w i t h  you t h a t  p rora t ion  does 

imply t h a t  you get back t o  a whole. 

Q 

a t  F lo r i da .  But l e t  me make sure I understand. Now, when you 

guys are developing these ra tes  i n  terms o f  t h i s  cost study, 

you ' re  using a l l  the states;  r i g h t ?  You're using data from a t  

l e a s t  the s tates t h a t  you have data po in ts  f o r ?  

Okay. L e t ' s  k ind  o f  go away from Kentucky and look  
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A Correct. 

Q So Alabama in format ion i s  i n  there,  North Carol ina 

in format ion i s  i n  there,  F lo r i da  in format ion i s  i n  there,  

Kentucky informat ion i s  i n  there,  and you k i n d  o f  use a l l  o f  

these numbers; r i g h t ?  

A Correct. 

Q Okay. M r .  She l l ,  again, these are documents t h a t  

were contained i n  the same discovery request, t h e  responses t o  

request f o r  production o f  documents Number 32 t h a t  i s  S t a f f  

E x h i b i t  22 and BellSouth Conf ident ia l  S t i p u l a t i o n - 3 .  

Now, i f  I can j u s t  go t o  the  very t o p  one and l e t  me 

ask you about t h a t .  We've got a t o t a l  p l a n t  const ruct ion cost.  

There's a number o f  pieces o f  equipment, r e c t i f i e r s  and 

b a t t e r i e s  and BDFBs put  i n .  And ye t  as I understand i t , t h i s  

t h i n g  w i t h  the  parentheses means t h a t  the amount a1 ready 

charged t o  the  CLECs f o r  t h i s  p a r t i c u l a r  augment j o b  i s  already 

well  more than double the  t o t a l  p lan t  const ruct ion cost;  i s n ' t  

t h a t  cor rec t?  

A Well, I ' m  not  sure i t ' s  more than double. Are you 

saying the  18 - - 

Q The number i n  t o t a l  not  y e t  a1 located t o  CLECs i s  - - 
w e l l ,  yeah, I ' m  sorry ,  no t  more than double, i s  already more 

than the  t o t a l  p lan t  const ruct ion by - -  I d o n ' t  know what 

percent t h a t  i s ,  but  - - 

A Yeah, i t ' s  greater .  
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Q - -  20 percent maybe? 

A Again, I apologize f o r  not r e a l l y  understanding what 

t h i s  represents. 

i n  t h i  s co l  umn represents. 

I need t o  f i n d  out what exac t l y  t h i s  negative 

Q Well ,  I t h i n k  i t  represents - - i f  you go and take a 

look a t  the  - - here, we have a number o f  CLECs, but one, two, 

three, four ,  f i v e ,  s i x ,  seven - -  

MS. WHITE: I ' m  sor ry .  I ' m  going t o  ob jec t .  I t h i n k  

Yr. Early i s  s t a r t i n g  t o  t e s t i f y  here. 

CHAIRMAN BAEZ: Mr. Early, were you about t o  t e s t i f y ,  

s i  r? 

MR. EARLY: NO. 

CHAIRMAN BAEZ: Okay. 

MR. EARLY: I ' m  j u s t  t r y i n g  t o  f i g u r e  ou t  - -  
CHAIRMAN BAEZ: Then please be ca re fu l  w i t h  t h a t .  

MR. EARLY: Okay. 

CHAIRMAN BAEZ: Thank you. 

BY MR. EARLY: 

Q I t h i n k  we have 12 CLECs here. Yes, 12 CLECs. And 

f o r  each CLEC i s  i t  accurate t o  say t h a t  t he re  i s  a t o t a l  

charged t o  CLEC r e f l e c t e d  on each one o f  those 12 data pages? 

A Yes. And t h e r e ' s  a lso a prorated share as w e l l .  

Q Okay. And i f  you add up f o r  each o f  those 12 data 

pages, the  number t h a t ' s  shown i n  t o t a l  charged t o  CLEC, don ' t  

you get  the  number from Page 1 t h a t  i s  t o t a l  no t  y e t  a l loca ted  
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t o  CLECs p lus t o t a l  p l a n t  construct ion? 

A Okay. You're saying the  same math we used e a r l i e r ?  

I ' d  have t o  check it, bu t  i f  you've already done the  math, I 

accept i t , subject  t o  check. 

Q Okay. Let me have you take a look a t  the fou r th  

document i n  t h a t  stack. 

CHAIRMAN BAEZ: Mr. Early. 

This i s  the  LYHNFLOH, which I assume i s  Lynn Haven, 

F lo r ida .  And we have a number again i n  a parentheses, and y e t  

i f  you go t o  the  column e n t i t l e d ,  "Total p l a n t  const ruct ion,"  

t he re ' s  nothing. There was no p l a n t  const ruct ion required 

here. So can you exp la in  i n  t h a t  s i t u a t i o n  what i t  means when 

you have prorated share power p lan t  const ruct ion w i t h  a number 

and t o t a l  charged t o  CLEC w i t h  a number? 

Q 

A You know, ac tua l l y ,  I t h i n k  - -  I ' m  look ing a t  my 

Exh ib i t  WBS-4. And what i t ' s  showing i s  t h a t  we showed zero 

costs f o r  t h a t  bu t  we showed the amps. So t h i s  i s  a c t u a l l y  a 

scenario where the  CLEC was able t o  u t i l i z e  the  e x i s t i n g  

capacity o f  the  centra l  o f f i c e  power wi thout  a c t u a l l y  paying a 

charge. 

Q I n  the column e n t i t l e d ,  "Prorated share power p l a n t  

construct ion,  " i f  there was no power p l a n t  const ruct ion 

required f o r  the incremental amps t h a t  t h a t  CLEC was being 

used, why was there a charge there? I ' m  look ing a t  CLEC Number 

1 data. 
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A Again, we're using t h i s  as a cost  document. As f a r  

as the charging, I d o n ' t  know i f  they charged t h i s  o r  no t ,  bu t  

dhat I ' m  seeing based on t h i s  one i s  t h a t  BellSouth d i d n ' t  do 

any power construct ion p l a n t ,  so therefore,  our t o t a l  p l a n t  

construct ion cost i s  zero. However, there  was $400 

approximately worth o f  power capaci ty t h a t  was being used, so 

therefore,  the amount no t  a l loca ted  o r  t he  amount not a1 ocated 

here i s  - -  I bel ieve t h a t ' s  why i t ' s  negative because i t  s 

a1 ready - - I mean, t h e r e ' s  noth ing t o  a1 locate.  

Q CLEC Number 1 data, where i t  says "CLEC Number 1 

data," t h a t ' s  no t  a negat ive number; cor rec t?  That 's  a 

p o s i t i v e  " X "  number o f  d o l l a r s  i n  the  prorated share o f  power 

p lan t  construct ion;  cor rec t?  

A Yes. I ' m  sor ry .  I d i d n ' t  know i t  was a question. 

Yes, t h a t ' s  a p o s i t i v e  number. 

Q So i f  the  cost  o f  prov id ing t h a t  incremental amp o f  

power was zero, why i s  there  t h i s  addi t ional  " X "  number o f  

d o l l a r s  charged t o  t h a t  CLEC f o r  the  prorated share o f  power 

p l  ant construction? 

A Are you on Page - -  

Q 

A Okay. What I ' m  saying i s  there i s  an actual cost  f o r  

I ' m  on CLEC Number 1 data. 

i t  regard1 ess whether Bel 1 South had provisioned i t  o r  not  

provisioned it. But, you know, i n  look ing a t  t h i s  scenario, I 

bel ieve when i t  says negat ive t o t a l  not  y e t  a l located, which 
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neans based on the  t o t a l  power p l a n t  const ruct ion f o r  t h i s  job,  

:hat t h e r e ' s  nothing t o  a l l o c a t e  i t  against ,  so therefore,  i t ' s  

iegat i  ve. 

And I bel ieve based on t h a t  scenario, going back t o  

;he previous ones, t o  the extent  Bel lSouth had e x i s t i n g  

:apacity, say, i n  the r e c t i f i e r ,  t h e  b a t t e r i e s  and so f o r t h  and 

ve on ly  added, say, $100,000 o f  power p l a n t  const ruct ion but  

{e t  by the t ime we provis ioned a l l  t he  co l loca tors  they were 

i s ing  p a r t  o f  the  capaci ty we already had i n  existence, so 

therefore, the  amount not  y e t  a l loca ted  would be negative 

iecause you've a l loca ted  a l l  o f  t he  amounts you added f o r  t h a t  

spec i f i c  request, and now you've gone i n t o  a l l o c a t i n g  what 

3el lSouth a1 ready had i n  i t s  network. 

t h i s  negative number i n  t h i s  scenario means based on look ing a t  

t h i s  one you j u s t  showed me. 

I bel ieve t h a t ' s  what 

Q Well , how about the p o s i t i v e  number then on CLEC 

lumber 1 data? Because t h a t  i s  a p o s i t i v e  number. 

A Well , there i s  a cost .  I mean, I ' v e  got  two 

3 i f f e r e n t  th ings.  We have a cost  on t h i s  page, CLEC 1 data, 

and we have over here a column labeled "Total not  ye t  

a1 1 ocated , '' whi ch are d i  f f e r e n t  . 
Q And again, as w i t h  Kentucky, i s  i t  your testimony 

tha t  the t o t a l  charged t o  CLEC on these F lo r i da  documents were 

not nonrecurring charges t h a t  were a c t u a l l y  charged t o  a CLEC? 

I s  t h a t  your testimony? 
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A I t h i n k  as I said before,  no o r  I d o n ' t  know i s  the 

mswer, because I d o n ' t  know how t h i s  a c t u a l l y  was used. And I 

i n l y  looked a t  t h i s  from the  standpoint  o f  t he  costs t h a t  were 

incurred a t  the  t ime, not necessar i ly  how t h i s  was appl ied t o  

myone o r  i f  i t  was applied. So I r e a l l y  d o n ' t  know. 

Q Can I get you t o  go t o  e i g h t  more documents down? 

I t ' s  power p l a n t  data f o r  ORLDFLCL, which I assume i s  Orlando. 

:an you conf i rm again t h a t  the  number i n  t o t a l  not  y e t  

j l l o c a t e d  t o  CLECs i s  a s izable percentage which i s  a negative 

lumber? Can you confirm t h a t  t h a t  number i s ,  i n  f a c t ,  a 

i ega t i  ve number? 

A Yes, I can confirm t h a t  i s  negative. Yes. 

Q So i f  you go through t h e  i nd i v idua l  CLEC data sheets 

and add together t o t a l  charged t o  CLEC, you w i l l  come up w i t h  

t o t a l  p l a n t  construct ion cost p lus  t h i s  negative number; 

correct? 

A That ' s  correct .  And again, based on the  previous one 

you showed me, I feel  fa i r l y  c e r t a i n  t h a t  what t h i s  represents 

i s  t he  f a c t  t h a t  the CLEC has now no t  on ly  u t i l i z e d  the power 

capacity i n  the  construct ion t h a t  was implemented on t h i s  

p a r t i c u l a r  j o b  i n  the CO, bu t  they a lso used the  capacity 

Bel lSouth has i n  i t s  cent ra l  o f f i c e  already set  up, and t h a t ' s  

why you get the negative a l l o c a t i o n  associated w i t h  it. 

Q Well, the f a c t  t h a t  we have const ruct ion going on and 

I t h i n k  i f  you add up - - i f  you have a number o f  amps t h a t  have 
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been requested, t h a t ' s  what caused Bel 1 South t o  undergo t h i s  

power p l a n t  augment, i s n ' t  it? I s n ' t  t h a t  why a power p l a n t  

augment was performed? 

A Yes, t h a t ' s  co r rec t .  And we mentioned one other  

p o i n t ,  too,  which may be key t o  t h i s  docket i s  t h a t  the number 

i n  parentheses r e a l l y  was no t  used i n  the  study. What was used 

are the  numbers t h a t  are on the  CLEC data sheets. 

Q 

r i g h t ?  

A 

I f  you add them up, they come up t o  t h i s  number; 

They come up w i t h  the  number as you s ta ted  before,  

yes. Wel l ,  a l l  I ' m  saying i s  t h a t  t h i s  number i n  the  

parentheses was r e a l l y  not  germane t o  the study. 

there based on the ca l cu la t i on  t h a t  was done, the  numbers t h a t  

were used. And I ' m  t r y i n g  t o  v e r i f y  f o r  the  Orlando CO t h a t  i t  

j u s t  used the  numbers on the  data sheet, which would have been 

v a l i d  i f  I ' m  correct  i n  s t a t i n g  t h a t  what has happened i n  t h i s  

o f f i c e  and anytime you have a negative i s  t h a t  they have gone 

beyond using the  power p l a n t  construct ion t h a t  was pu t  i n  and 

using e x i s t i n g  capacity i n  Bel lSouth 's  network and t h a t ' s  why 

i t ' s  negative. 

It was j u s t  

And i f  I can, I t h i n k  I was - -  I d o n ' t  want t o  speak 

out o f  t u r n ,  but  I was reviewing the numbers. And I d i d  v e r i f y  

f o r  the  Orlando o f f i c e  what the  numbers t h a t  are a c t u a l l y  used, 

and I won' t  say the number, are the  t o t a l  power p l a n t  

const ruct ion and the requested DC amp shown i n  the  
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CLEC-specific sheets. So those numbers - -  the  other  number i s  

j u s t  there.  Someone wanted t o  see i t  f o r  some reason, bu t  

again, what t h a t  represents i s  the f a c t  t h a t  there  was a 

ce r ta in  amount o f  power p l a n t  const ruct ion f o r  t h i s  CLEC 

request, and over and beyond t h a t ,  they are now using other  

power p l a n t  d o l l a r s .  So t h a t ' s  why the  negative amount there.  

I t ' s  re la ted  d i r e c t l y  t o  t h i s  number, no t  t o  - -  t h a t ' s  why the 

abnormal p rora t ion ,  l i k e  you said, should come t o  no greater 

than zero. 

Q So you are using the number o f f  o f  t he  CLEC data 

sheets? 

A 

Q 

As f a r  as the  requested amps. 

Oh, as f a r  as the  requested amps. And no t  t he  

dol 1 ars? 

A Not the  d o l l a r s  

Q Why are the dol ars there? 

A Again, we're us ng the  sheet t h a t  was there  f o r  the 

purposes - - we' r e  on ly  using i t  from a cost  development 

standpoint. So I don ' t  know what other use they had o f  t h i s .  

Q Okay. Well ,  l e t  me ask you a very s p e c i f i c  question 

about t h i s  one. With regard t o  CLEC Number 12. 

A Excuse me? CLEC number? 

Q Twelve. The CLEC t h a t  ordered t h a t  amount o f  power 

was AT&T Communications o f  the  Southern States;  cor rec t?  

A That ' s  cor rec t .  
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Q Okay. I s  i t  your test imony t h a t  AT&T Communications 

charged a nonrecurr ing charge o f  

the col  umn e n t i t l e d ,  "Total  

if the Southern States was no t  

;he dol 1 a r  amount r e f 1  ected i n  

:harged t o  CLEC"? 

MS. WHITE: Okay. I 

;hat Mr. Shell  has sa id  on a t  

m going t o  ob jec t  because I know 

east f i v e  o r  s i x  occasions t h a t  

ie does no t  know whether the  CLECs were a c t u a l l y  charged those 

mounts i n  t h a t  column. 

MR. EARLY: Well ,  I t h i n k  i f  he doesn' t  know t h a t  

i iece o f  informat ion,  then I t h i n k  i t  r e f l e c t s  on the data 

;hat 's contained i n  t h i s  cost  study and how rates are being se t  

iursuant t o  the  cost study. 

MS. WHITE: Well ,  then you can make t h a t  argument i n  

jour b r i e f .  

CHAIRMAN BAEZ: Hold on. 

MS. WHITE: I ' m  sorry .  

CHAIRMAN BAEZ: Hold on, Ms. White. The quest ion has 

ieen asked, and Mr. Shel l  has answered t h a t  he doesn' t  know 

vhat the u l t ima te  use o f  those columns were. Do you agree w i t h  

that? 

MR. EARLY: I bel ieve he has sa id t h a t  as a general 

i r opos i t i on  he does no t  know whether those are charges t h a t  

Mere a c t u a l l y  b i l l e d  t o  a CLEC. I t h i n k  t h a t ' s  accurate. 

CHAIRMAN BAEZ: That i s  cor rec t .  

MR. EARLY: And I was j u s t  t r y i n g  t o  get him on - -  
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ind those have always been f a i r l y  gener ic questions. This i s  

me where i t  deals w i t h  AT&T and the Southern States as t o  a 

i p e c i f i c  - -  i f  h i s  answer i s  no, then I'll be done w i t h  t h a t .  

: f  I can j u s t  ask him t h a t  quest ion as t o  t h a t  spec i f i c  CLEC. 

CHAIRMAN BAEZ: As t o  t h a t  s p e c i f i c  CLEC I'll al low 

t. And w e ' l l  move on from t h a t  l i n e  as w e l l ,  Mr. Early. 

MR. EARLY: Okay. 

I Y  MR. EARLY: 

Q Mr. She l l ,  again, as t o  AT&T Communications o f  the  

iouthern States f o r  the j o b  r e f l e c t e d  i n  CLEC Number 12 data 

'or cent ra l  o f f i c e  ORLDFLCL, do you know whether t h a t  t o t a l  

:harged t o  CLEC was a c t u a l l y  a charge against  AT&T o f  t he  

iouthern States? 

A I do not  know t h a t .  What I do know i s  t h a t  i s  a cost  

;hat we incurred. Whether i t  was charged, I d o n ' t  know. But 

just l e t  me make one more p o i n t ,  i s  t h a t  we d i d  not  use - -  what 

ie used again f o r  the cost study was the  t o t a l  power p l a n t  

:onstruction f o r  t h a t  CO as wel l  as the  requested amps t o t a l  

for a l l  the COS. 
Q Mr. She l l ,  I 'm handing out documents. 

MR. EARLY: And t h i s ,  as I understand it, Nancy, t h i s  

i s  a nonconfidential document, WBS-4? 

MS. WHITE: Yes, t h a t ' s  f i n e .  Nonconf ident ia l .  

3Y MR. EARLY: 

Q I j u s t  k ind  o f  want t o  f i g u r e  out  what t h i s  i s .  And 
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the f i r s t  page o f  t h i s  document shows a f i g u r e  - -  w e l l ,  t h i s  

i s n ' t  con f i den t ia l .  Okay. It shows a t o t a l  power p lan t  

construct ion cost f o r  the BellSouth region, and I assume t h a t  

these are the 711 pro jects? 

A Tha t ' s  cor rec t .  

Q Okay. For those 711 pro jec ts ,  you have a t o t a l  p lan t  

construct ion cost o f  $16,154,045, and t o t a l  CLEC requested DC 

amps o f  37,656, f o r  a p lan t  const ruct ion cost per amp o f  $429; 

i s  t h a t  correct? 

A That 's  cor rec t .  

Q Okay. Now, i f  I could - -  could I have you go t o  the 

next page, which i s  Alabama? Alabama shows a t o t a l  power 

construct ion cost per amp f o r  Alabama o f  $49.27. Why i s  t h a t  

number so divergent from the  region-wide number? 

A Because i t  depends on the  equipment being ordered a t  

the s i t e ,  how much o f  i t  has been ordered and what type. You 

could get a r e c t i f i e r  w i t h  a cost  requirement versus a ba t te ry .  

It may j u s t  be modern. 

And t h a t ' s  why we chose t o  get  as many data po in ts  as possible 

t o  balance out  the  t o t a l .  

It j u s t  depends on what i s  requested. 

Q I f  I can have you go t o  Page 18. That page j u s t  

r e f l e c t s  - -  Page 18 o f  WBS-4. That page j u s t  r e f l e c t s  t h a t  

Georgia data was no t  included i n  the  study; cor rec t?  

A I d o n ' t  t h i n k  I have Page 18. 

MS. WHITE: I f  I may, I t h i n k  i t ' s  j u s t  m i s f i l e d .  I f  
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'ou l ook  a t  t he  s i x t h  page, t h a t ' s  page 18. 

lot mixed up i n  the  copying. 

I t h i n k  i t  j u s t  

MR. EARLY: Yeah, I t h i n k  y o u ' r e  r i g h t .  

THE WITNESS: Yes. I see i t  now. 

IY MR. EARLY: 

Q Yeah, Page 18 a c t u a l l y  i n  t h i s  case comes between 

'age 5 and 6.  Sorry about t h a t .  

A Got it. Okay. 

Q But t h a t  j u s t  r e f l e c t s  t h a t  Georgia data was not  

ncorporated i n t o  the  ove ra l l  cos t  study: co r rec t?  

A Correct .  

Q F lo r i da  i s  on Page 6 ,  rea l  Page 6 ,  and i t  r e f l e c t s  a 

lower cons t ruc t ion  cost per amp o f  $527.29 f o r  F lo r i da ;  

:orrect? 

A Tha t ' s  co r rec t .  

MR. EARLY: Just  g ive  me one second. 

CHAIRMAN BAEZ: Mr. Early. 

MR. EARLY: Yes. 

CHAIRMAN BAEZ: I f  you 've go t  a l o t  o f  cross l e f t ,  

i t ' s  a good t ime t o  f i n d  a breaking p o i n t .  

MR. EARLY: I t h i n k  I am p r e t t y  much t o  the  end. 

BY MR. EARLY: 

Q Let  me ask you one quest ion about - -  you ind ica ted  i n  

some o f  your testimony t h a t  Paragraph 51  o f  the  FCC order 

authorized BellSouth t o  recover costs  re la ted  t o  the  
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const ruct ion o f  power p lan ts  as a space preparat ion cost ;  i s  

t ha t  accurate? 

A That 's  cor rec t .  

Q A1 1 r i g h t .  Let  me hand you a copy o f  what I bel ieve 

t o  be the  paragraph t h a t  y o u ' r e  r e f e r r i n g  t o .  Th is  i s  

FCC 99-48, F i r s t  Report and Order and Further Not ice o f  

Proposed Rulemaking, released March 31, 1999. And under the 

sect ion on Page 4789 e n t i t l e d ,  "Space Preparat ion Cost 

A l l oca t i on , "  i s  t h a t  the Paragraph 5 1  t h a t  y o u ' r e  r e f e r r i n g  to?  

A Yes, i t  i s .  

Q Okay. So on the  f i f t h  l i n e  - - w e l l ,  s t a r t i n g  on the 

f o u r t h  l i n e ,  i t  says, i f  an incumbent LEC implements cageless 

c o l l o c a t i o n  arrangements i n  a p a r t i c u l a r  cen t ra l  o f f i c e  t h a t  

requi res a i r  condi t ion ing and power upgrades, t he  incumbent may 

not  requ i re  the f i r s t  c o l l o c a t i n g  pa r t y  t o  pay t h e  e n t i r e  cost 

o f  preparat ion.  Does the  term "power upgrades'' as used i n  t h a t  

paragraph, i n  your mind, inc lude augments t o  the  power p lan t  

f o r  t he  centra l  o f f i c e ?  

A Yes. 

Q So i t ' s  something more than the  w a l l  u n i t s  and the 

switches, the  l i t t l e  l i g h t  switches and s t u f f  l i k e  t h a t  t h a t  

you would use i n  prepar ing a space f o r  use by a person; i s  t h a t  

cor rec t?  

A Yes. 

Q Now, do you know i f  the  F lo r ida  Publ ic  Service 
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:ommission has ever taken any pos i t i on  w i t h  regard t o  whether 

lower p l a n t  costs are t o  be considered i n  the cos t  o f  space 

i repara t i  on? 

A I n  a previous a r b i t r a t i o n ,  they accepted our costs 

i i m i l a r  t o  what we' re  p rov id ing  t o  now. We've updated somewhat 

i i t h  fac to rs ,  bu t  I c a n ' t  speak f o r  the  Commission as t o  

ihether they, you know, s p e c i f i c a l l y  accepted i t . I c a n ' t  

-efer t o  an order o r  anything o f f  the top  o f  my head t h a t  

-eferences it. 

Q Okay. Well, l e t  me hand you a document and have you 

just  take a look  a t  i t  and see i f  t h a t  causes you t o  g ive  any 

further thought as t o  whether o r  not these costs are 

-ecoverable as space preparat ion costs. This i s  an order 

?ntered i n  - - and I 've j u s t  given you the  excerpt ,  bu t  i t ' s  i n  

locket Number 960757-TP, order issued A p r i l  29, 1998. And i f  I 

:an r e f e r  you t o  Page 153 o f  t h a t  order, which i s  Page 2 o f  the 

jocument I j u s t  gave you, t h e r e ' s  a sect ion e n t i t l e d ,  "Power." 

Io you see t h a t ?  

A Yes. Yes, I do. 

Q And t h e r e ' s  a discussion o f  power. And i f  you go t o  

)age 155, which i s  t he  l a s t  page - -  and i f  you need t o  read the 

rest  o f  it, t h a t ' s  f i n e .  

A 

you'd l i k e .  

Q 

I may. But you can go ahead and ask the  question i f  

There's the sentence i n  the very l a s t  paragraph p r i o r  
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t o  t he  conclusion t h a t  says, "Power p l a n t  investment sha l l  no t  

be included i n  any space preparat ion charge assessed t o  a 

col l o c a t o r .  " Do you see t h a t  sentence? 

A Not y e t .  

Q Okay. 

A Where i s  i t  i n  the  sentence? 

Q I t ' s  i n  the  paragraph immediately p r i o r  t o  the  

paragraph headed "Concl usion, I' and i t  ' s seven 1 ines down 

s t a r t i n g  w i t h  "Therefore. 'I 

A Okay. I ' m  w i t h  you. Okay. What t h i s  i s  r e f e r r i n g  

t o  i s  a t  t h i s  po in t  i n  t ime we had the  i nd i v idua l  case bas is ,  

I C B ,  arrangements. And t o  me, what t h i s  paragraph i s  saying i s  

up f r o n t  i t ' s  b a s i c a l l y  v a l i d a t i n g  t h a t  i t ' s  appropriate t o  

apply these charges on a recur r ing  bas is ,  and t h a t  we say as 

power p l  ant expansions are more appropr ia te ly  recovered i n  

recur r ing  because they w i l l  b e n e f i t  both BellSouth and f u t u r e  

col 1 ocators. 

And then i t  goes on t o  say, "Therefore, power p l a n t  

investment sha l l  no t  be included i n  any space prep charge. 'I 

And I can go back and look a t  what t h e y ' r e  r e f e r r i n g  t o ,  bu t  

I ' m  p r e t t y  sure t h e y ' r e  r e f e r r i n g  t o  our - - one t ime when we 

d i d  our ICBs, we had a space prep nonrecurring one-time fee. 

And I t h i n k  what t h i s  i s  saying i s ,  you know, fo rge t  the  

one-time nonrecurring fee, i t ' s  more appropr iate t o  have i t  a l l  

included i n  a recu r r i ng  power charge as opposed t o  a one-time 
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[CB space prep charge. 

Q Okay. Let me ask you one question about t h a t  and I 

th ink I ' m  done. DC power i s  charged o r  i s  b i l l e d  t o  CLECs by a 

pecurr ing charge - -  
A 

Q 

That ' s  the  way Bel lSouth does i t ,  yes. 

- - per amp, and t h a t ' s  what t h i s  order - - t h a t  ' s  what 

t h i s  PSC order says you should do; cor rec t?  

A I t h i n k  i t  sa id  t h a t  i t ' s  more appropr iately 

recovered i n  recur r ing  charge. 

say - -  

I d i d n ' t  r e a l l y  d e f i n i t i v e l y  

Q I t ' s  not  a space preparat ion charge, i t ' s  a per 

m p  - -  
A Yes. So i t  would be more appropriate, yes. 

Q So when you r e f e r r e d  t o  FCC Paragraph 51 i n  your 

testimony as being - -  as i n f l uenc ing  somehow the cost study, 

how d i d  FCC 51 - -  FCC Paragraph 51 i n  the  e x h i b i t  I gave you, 

how does t h a t  bear i n t o  t h e  r e f l e c t i o n  o r  i n t o  the ca l cu la t i on  

D f  the  per amp cost i n  your cost  study? Because you re fe r red  

t o  i t  several times. 

A Yeah, i t  had a b i g  in f luence.  A t  the  t ime t h i s  order 

came out ,  there was a l o t  o f  debate on going t o  the FCC and the  

Commission regarding i n t e r v a l  s and having nonrecurring charges 

tha t  were considered b a r r i e r s  t o  en t ry .  

So what Bel lSouth d id ,  you know, we began developing 

standard rates.  Before then we d i d n ' t  have it. And given t h i s  
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Irder, i t  gave us the a b i l i t y  - - and we were a1 ready p ro ra t i ng  

lower costs as wel l  as augment costs. We said,  t o  develop a 

)tandard ra te ,  l e t ' s  j u s t  prorate,  get  a l l  the  data we've done 

r e v i o u s l y  f o r  a l l  these augments and instead o f  p ro ra t i ng  by 

:O, l e t ' s  do a t o t a l  711 jobs,  as many as we can get t o  develop 

:his cost .  So t h a t  FCC order,  again pushing the  i n t e r v a l s ,  

iushing the lower nonrecurring charges l e d  us t o  do t h i s .  And 

)ased on the f a c t  we were doing i t  already and t h a t ' s  what they 

ranted us - - i n  o ther  words, no t  have a one charge t h a t  would 

)e so much greater f o r  one p a r t y  and someone e lse  not  pay, we 

:hose t o  use t h i s  method o f  augments t o  using the  data we had 

md j u s t  develop a one set  standard r a t e  fee so t h a t  i t  would 

)e dec is ive and no questions about what the  charge would be. 

io t h i s  was very instrumental i n  r e a l l y  leading us t o  our 

nethodol ogy . 
MR. EARLY: I have no f u r t h e r  questions o f  M r .  She l l .  

rhank you very much. 

CHAIRMAN BAEZ: Thank you, Mr. Early. We're going t o  

ireak f o r  an hour and be back here a t  2:15. 

(Lunch recess. ) 

(Transcr ip t  continues i n  sequence w i t h  Volume 3 . )  
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