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September 2, 1998 

Hr3. Blanca S. Bayo 
Director, Division ot Record• and Reportino' 
rlodda Public Service Collllai,.ion 
2~40 Shu=ard Oek Boulevar d 

( 
J 

Tallahaasoe, florida 32399 
: J 

U) 
:n~ I ,., 
n .-., ( -o 

I 
(' N 

-o =;. :z 
(;) •, . f:' 

0 0 

RE: Docket No. 980696-TP 

Dear Hrs. Bayo: 
0 

Enclosed t or filino in the above referenced dockets on 
behal f ot AT'T ot the Southern States, I nc.'s IAT,T) and HCI 
Te!Pcommunicationa Corporation is lhe Rebuttal Testimony of 
Catherine Petzin;er, John Hirahleitec, Michael Majoros. Arl 
L~rm~ . And Don Wood/Bria n Pitkin. Please note that tho Rebuttal 
Exhibit C£P-l attached to Catherine Petzinoc r ' s Rebuttal 
Testimony mAy contain proprietary confidential buaineas 
information and ia beino t iled aep•rately in accordance with Rule 
2~·24.006( 5), fl orida Adainiatratlve Code. 

Coptos ot the fore;oino are bein9 served on all parties or record 
1n accordance with the attached Certi!icate o! Service. Thank 
you for your assiatence In thia aalter. 
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~lfteul or IDYla& 
PO(jWf tl06tl·~· 

1 KERESY CER'lllfY tha.t a true and correct copy of the :foregoing 

was furnished vie ~hand deliveryt ••Fedaral Expreaa and u.s. Hail 

to the !Q.l.}.owing parties o~ ncord on this 2°d day of Paptember, 1 998: 

WilliaJII CQK 
Flo~ida !'ub\-ic S.rv~ce 
Coallllisaion 
2540 Shuaard oak Bouleva~ 
Tallahaaaee, rL 32399-0$50 

Richard Mahon._ 
8oppinq t.v rira 
Poet Office 80~ 6526 
Tallabaalee, rL 32314 

J ack Shreve 
Office of Public CQ~ael 
c/o Tbe .florida U.Oialature 
111 Waat Kadieon St~et 
RQQIII 812 
'l'allahaaset, J'L 32399•1400 

Kimberly c-.vall• • 
G'l'E Service ~ncorpora:tec!f 
1 Tampa City Ceter 
201 N. rran~lin street 
T81ftP8, FL 33602 ' 

carolyn Kal'ek 
VP o! ReQUlato~ Atfaira 
Southeast ~eqion 
Time ••rner ~unlcations 
Naabv11le, TN 37221 

Joaepb A. McGlothlin 
Vicki Gordon Ka~n 
McWhirter, Reeve11 
-~othlin,oavidaon, Ria( ' 
'llakaa, P.A. 
117 s . Gadfden Street 
TallahJsaee, J'L 32301 

Floyd R. Self 
Hesaer, Caparello ' Salt, 
P.A. 
215 s. Monroe Street 
Sui te 701 
Tal1ahalaee, FL 32301-1876 

Brian Sulmonetti 
lforldCOII, Inc. 
1515 s. federal Hiqhway 
Suite 400 
Boca Raton, n 33432 

Nancy 8. White 
Robert G. Beatty 
c/o Nancy Sillls 
150 s. Monroe Street 
Suite 400 
Tallahaaeee, PL 32301 

Norman H. Horton, Jr. 
Keaeer, Ceparello ' Self, 
P.A. 
215 S. HOnroe Street 
Suite 701 
Tallahaeeee, rL 32301-1876 

Jaaee C. Falvey 
e.epire Comlllunicationa, 
Inc. 
133 National Busineae 
Parkway 
Suite 200 
Annapolis Junction, MD 
20701 

l 



Laura L. Galla;her 
Vice President-R~;ulatory 
MfeJ.n 
Plorida <:able 
Telec~ieations 
Asaociat:l.on 
310 N. Monroe Street, 
T&ll&ha4see, PL 3~301 

Hard..etEudy 
ALL.ttLL nollida, Inc. 
Poat Office Box 550 
Live Oak, PL 32060 

John P. £one 
J. Je.tfrey tablen 
Au&ley ' Mc:lCullen. 
227 South Calhoun Street 
Tallahassee, rL 32302 

David 8. I:J::win 
127 Riverairik Road 
Crawtordville, PL 32327 

Robert loj . PoiiL, :Jr. 
Poat Office Box 277 
Indiantown, PL 34956 

Mark !llmer, 
l'o.at Office Box 220 
502 Piftb Strlet 
Por~ st. Jo•, PL 32456 

TOll! McCak 
Poat Office &ox 189 
Quincy, FL 32353-0189 

Lynn 8. Hall 
Viata-onited 
Telecommunicationa 
Pos t Office 8ox 10180 
Lake Buena Viata, FL 32830 

Lynne G. Brtwe~ 
Northeast P,l.od<ta Telephone 
co. 
~;:+ Ot:fic:e BoX 48S 
Maflt;lenny, n 32063-o.e.s 

Kelly Gooc:IJU.;ht 
Frontier ~ca~ione 
110 s. Cl1nton Avenue 
Rocheater, NY 14646 

• 
Patrick Knight Wiggins 
Donna :. Canzano 
Wiogins ' Villacorta, P.A. 
Post Office Drawer 1657 
Tallahassee, PL 32302 

Steve Brown 
lntermedia CommunirAtions 
Inc. 
3625 Queen Palm Drive 
Tampa, FL 33619-1309 

Michael A. Gross 
Aasistant Attorney General 
Office ot the Attorney 
C..oneral 
PL-01, the capitol 
Tallabasaee, FL 32399-1050 

Chulee J. Rehwinklll 
Sprint-Florida, Inc. 
1313 Blairstone Rd. 
Ta4lebasaee, PL 32301 

Kenneth A. Hottman 
John R. IIllis 
Rutledge, scen1a, unc1orwo0c1 
Purnell ' Hottman 
Poet Off ice Box 551 
Tallahu .. a, FL 32301 

Paul t<ouroupas 
Michael McRae 
Teleport Com.unicationa 
Group, Inc. 
2 Lafayette Centra 
1133 21•• Street, till 
Suito 400 
Waahin9ton, DC 20036 

Su~anne F. Summerlin 
1311-8 Paul Ruseell Read 
Suite 201 
Tallehaaeee, FL 32301 

Peter K. Dunbar 
Barbe,• D. Auger 
Pennington, Moore, 
Wilkinaon, Bell ' 0Uob4r 
P.O. BoX 1.0095 
Tall&haaaee, PL 32302 
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REBUlTAL TESTIMONY OF 

ARTLEI{MA 
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INC. 

Docket No. 980696-TP 

September 2, 1998 
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REBtri'TAL TISTIMON\' OF 

ART LERMA 

ON BEHALF OF AT&T COMMUNICATIONS 

OF TilE SOlJTKERN STATES, INC 

DOCKET NO. 980696·TP 

7 Q. PLEASE IDENTIFY YOlJRSELF, \'OUR CURRENT POSITION AND 

8 THE SCOPE OJ!' VOlJR RESPONSIBILmE& 

9 A. Jam An LcrmL My address Ia Promi:olde I, Room son, 1200 Peachtree Street. 

I 0 AtliDta, Ocofaia. I am employed~ AT&T as Reeional ~atOry Chief 

II Financial Offictr for the Soutl~m~ States fCiioo. I am emplo)led by AT&T as 

12 Regional Regulatory Chictf FinAL-.:ial Officer for the Soulhem StaleS region. In 

13 my eumnt po~tion, I am responsible for AT&rs f!IWICial reautatory rnaners and 

14 fOI' cetUin local exchange canier \LEC") cost analysis functions In nine roulbem 

IS st&te$lncludina Florida. 

I ll 

17 Q. PLEAS£ DESCRIBE \'OUR EXPERIENCE. 

18 A. I b;tve 24 yem experience In tbc tel:eommunicallons Industry. I bepn my career 

19 In 1974 wilh Southwestern Bell Telepbooe Com pill)' ("SWBT") as a supeTVisor 

20 in Accouotlna O:peraciol;ls with responsibility for ICICOUOll ~ivable processina 

21 and revenue jouJnatlzation. For !he next nine ycm, I held variows Uoc and Slaff 

22 poJitionJ at SW8T Aceountlna Center~, where I wu responsible for dlla 

23 proceralna o~ons, coli opaatlooa, ~omer bill ina and collection, p~~yrolla, 

24 ICOOiiOU Jlll)'dle, llld the production of eorponlle boob and IWOtda. In July of 

2S 1913, * ttansfetred to AT&T and ~ted iho position of Manaaef· Ac:countina 
1 
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3 

4 

5 

6 

7 Q. 

8 A. 

9 

10 

II 

12 

13 

14 

IS 'Q, 

16 

17 A. 

18 

19 

20 

21 

22 Q. 

Reaul~ SuJlPC)rt with rnponslb!Uty for AT&T fmancial regulllDT)' matttrs in 

Texas. Si11ee 1983,1 have btu\ respomible for AT&T financial resutatory 

maaen and ~ve been involved in the review of LEC cost infonnation filed 

before public utility regulatory qencies in the southern or south'Wes1cm portions 

oflbe~. 

PLIWJE DESCJUBE Y<"UR EDUCATIONAL BACKGROUND. 

I have a Bacbelor of Arts dcaree in Mathem4ties from Trinity University in San 

Antonic!. Texu and Master of Bv.sineas Admlniwltion fi'om SL Edwunls 

University in Austin, Texas. I have alto compleled a Telecommunications 

M~t PtoiJ11m from~ Graduate School of Manaaemem aJ the University 

of Dallas and an AdVI!lced Ma.naaement Prosram in Telecommunications from 

the MIU'Iball Scbool ofBusinru at the University of Southern California. 

HAVE YOU TES11J'IED PR.EVIOUSL \'BEFORE ANY REGULA TORY 

CO,MMJSSION.'t 

Yes. I have tmlfied previously before the Florida Public Service Commission 

("FLPSC") ar.d In numerous proccedinas involvina C0$1 issues before public 

fCi\llatory com.mission~~ in Alabama. Arlwlsas, G«<rgla, Kentucky, Loui.siana. 

Missbslppl, North Carolina, South Carolin11, Tennessee, and Texas. 

WHAT IS Til£ PURPOSE OF YOUR REBUITAL TESTIMONY IN THIS 

23 P~OCEEDING? 

24 A. The purpose of my tftul'llOIIY u to evaluate the c:alculation of Bel!Sooth 

2S Te1eeommWilcatiollJ 1~.'1 (l'BST"), GTE Florida Jnc.'a ('GTE"), mel Snrint· 
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10 

II 

12 Q. 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

Florida Ine:s ("Sprint") operating expeme inputS 10 the 8eDehmart Coa Proxy 

Model3.1 ("BCPMJ.I•) Operatina ~result &om activities such a 

market ina. operatoc aetvtees, aeneraJ ICimlnlAmi ve, and oetwork operations. 

Auaehed to my testimony u Exhibit ALR-1 is a lable that itemizes the total 

Wliversal lerYioe cost po:r line propoJed by SST, OTE, and SpritJ. In lhls lable. I 

bave highliabled In bold print the operatina expenses that are the focus of my 

lllllysb. The COlt model ldoptod by thc FLPSC should reilect the total forward-

lookina e.ura thAt an efficlent provider of telecommunications service~ Incurs in a 

compe!itive IDVironment. Baed on rr.y IMlys~ the BCPM3.1 opemlna cxpeue 

iDpuls JUbm.ltte4 by SST, GTE and Sprint do DOt meet this criteria 

ARE YOU FAMilJAR WITH THE OPERATING EXPENSE INPtrrS 

ASSOCIATED WITR THE BCPM COST MODEL? 
... "' 

Yes. ln11dditlon to ewluat.ina hputs to the BCPM3.1 model filed here ln Florid., 

I bave abo cvalualcd inputs 10 the BCPM modds filed by BST io Alah.ma, 

LouisiFa Kcnnltky. Mlssbsippi, Nonh Carolina, SoUih Carolina, and 

T CMe$.SCC. BST bas routinely populllecl the operati.'ll expense modules of the 

BCPM 11l0del with cost data tbtJ was developed in the lhared and common cost 

mo®l~ofBST. UniNDdled Nnwotit Element (•UNE") Tow Element L.ona Run 

lo.:mneota! Co$t ("TBLRIC") eost model. I have p~ously filed testimony 

llddressina BST" 1 iblred and ClOil\IDon <:oSI cleveJoprncnt in tbe UNb COli 

proceedina here In florida in coqjiii'IGtion wilh Dodcct Not. 960133-TPI960846-

TP/97114Q.TP19607S7·TP/960916-TP. I 1\ave al10 ~~ OTE't and Sprint's 

operatiDa eApwiiM inpull to the BCPM mockllo various other ~ lndudio& 

Alabama, Kmtucky, NeW! CIIUliM. South Carolina, and TeMeUN. 

3 
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4 
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6 

7 A. 

8 

9 

10 

II 

12 

13 

14 

IS Q. 

16 

17 

18 A. 

19 

20 

21 

22 

23 

2A 

SHOULD TRI J'LPSC ACCEPT THE M£THOD IN WHICH 

0Jt£RA11NG EXPENSES, R£SUL 11NG FROM THE PROVlSION OF 

BASIC LOCAL SERVICE, HA V£ BEEN CALCULATED BY BST, GTE, 

AND SPRINT AS INPUTS TO TH£ BCPM3.1 MODEL? lF NOT, WHY 

NOT? 

No. The FLPSC cannoudy 011 the method In "'Udl BST, OTB, IDd Sprint have 

w<:Ulatcd univmal ICIYice operatlna c~ because: 

I. tbo ll'QinC)' of 1he BST. 01'E. IDd Sprin1 OJ)CI1llna expense inputs 

IDd ~ cannoc be confirm,ed; and 

2. the opcnuina c!!:p a• inputs for SST, OTE. IDd Sprint are based 

larp:ly 011 hissoric:aJ cosu ltld W:lude other iDippropriate c:osts that are 

oot mlecd~ offorwarcl·looldni. c:ompetitivo cosu. 

WRA TARE SST'S, GTE'S. AND SPRINT'S RECOMMENDED 

OPERA 11NG EXPENS!.S PER LIN£ RESUL 11NC fROM THE 

PROVJSI:>N OF BASIC UNIVERSAL SERVICE IN FLORIOAT 

Exhibit ALR·I, Ulle 4, ~vldeu •llnlliWY of the total opcratlna expenses 

propoeed by BST. OTE, IDd Sprint for IISC in th1s proccedlna u inputs to the 

BCPM3.1 model Exhibit ALR·2 provides an Mlc:ounliQQ\IIIal)' for certain SST 

opcratina cxpcntalh# areldemlfied u basic local fCfVice c:osu. Neither OTE 

nor Sprint provided IUftldcm opcratioa expense detail In 111 filinp for the 

development of a ClOIIlparable nhlblt. 
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10 

II 

12 

13 

14 

IS 

16 

17 

II 

19 

20 

21 

:!2 

23 

24 

Q. 

A. 

H.4 VE BELLSOUTH, GT!., OR SPRINT PROVffiED THIS 

COMMISSION ADEQUATE SUPPORTING DOCUMENTATION WITII 

WBJCB TO VERIFY THE ACCUJU.CY OF THE OPERATING EXPENSE 

INPOTS TO THE BCPMJ.l MODEL! PLEASE EXPLAIN. 

No. On peae 16.1incs 6-7, oftbt testimony ofBeiiSouth witness DIIOilM 

Caldwell. lbo saatn that operatJna expmse lnpw to the BCPM3.1 model were 

based Oll"-BeliSoulh·spec:iflc Cllpti\Ks usina 1998·2000 pmod total reautated 

apatea • Tbeseare the expense~ rtfl~;d In column 8 ofExhlbh ALR·2 to my 

wimooy. Nowbc:R in tbc lestimr.ay or tbe BCPM lt\ldy dala th&t was LUcd, bas 

BdiSoWIJI'OYidcd .ay caku1alioat or JUppOrtina docurnallatioa lbal alf.ords this 

Commi"'on, or cy J*1Y to lhlJ we. the means with wbkb 10 verify tbe 

•Pill oprllleneu of t!K~e opc.l'lltin& expeASeJ. 

With respect to the dewnninatlon ofOTE operatlna expenses, witness Michael R. 

Norris states oo pqe 4, lines 19-22. that· tilt Sllltina point for asslanina expense 

and inves!D'CIU to~ pools Is state·specific:, 1997 USOA ARMIS cWa. The 

ARMIS la:OIIIll <Wa, at a budact c:mter level of detail, is then ualaned to work 

c:enleft, which are. in tum, aniantd to cost pools. • GTE relics upon this con pool 

dala 11.1 cSevelop its loc:a.llet'Yke cosu. However. nol'-ilcrc in t.bcir filina bas GTE 

provided c:aleulations, mapplnas or COStS ~'tell ~and toll pools, and tbt 

ncc:csauy supportlna dowmmtatlon that would Ill low this Commission 10 verifY 

tbe appropmtencu ot tbe rtaultlna operatlna expense lnputJ. In llddltlon, a 

fOOIIIOUIIO Elihlblt MRN·3 .PIP I of2 oflbe testimony of witness MkhKI R. 

Norris states • adjUIIOd expaua were ~'\:loped baed on lbe JCM 3.0 model". 

Nowhere in cbdr fi.lil!J bu OTE pn~vidcd IIIJ'POftinl doc:llmaltatloo for this 

5 
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17 

18 

19 

20 
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22 

2) 

24 

Q. 

A. 

~I DOf does illndicate whetber olhff lnpuu to the BCPM3.1 were also 

~ usina data from the ICM model. 

Wltb respect to Sprint'& operatlna expenses, witness Kent W. Diclcmon states on 

paac l<i,llnc:s 10.17, ofhls testimony that • estimates wero de:ived &om the 

actual opm1ina expenses Sprim experienced in Florida durlna 1997. • H~ too. 

SJirisltbu j)r'Ovlded no calculatloos or supporting documentation to allow for the 

~rificatlon of opennina expcNCS. 

00!8 THE METHOD IN WRJCH BST, GTE, AND SPRINT DETER. 'rUNE 

OP£a411NG EXPENSE INP\.ITS FOR THE BCPM3.1 MODEL 

PJlODUCE APPROPRIATE FORWARD-LOOKING RESULTS? PLEASE 

EXPLAIN. 

No. Fo:r BST.I coadu.ded thl.s wbcn I evaluated the same operatins expense dal4 

deriYed from the. sbarcd lllld eommon oost component of the UNE TELRlC coSt 

model filed by BST bm in Florida in conjWICiiun with Docket Nos. 960833· 

TP/960M6-TPJ911140-TP/960757-TPI960916-TP. I detennlned that the 

pro~ ilpmlina expense lev~• are based tarae.ly on hii'IOrical cosu instead of 

the focward·loolcina ~ thatm efficient company can achleve IOda.y in a 

W~L')IOiitivo CDviroamtut BdlSc:Mh did 001 fw IY consider lhc role 1M! 

competition, teohnolo!P', rmd ptOclt~Ctlvity play in redudng. open.tin" expenses 

below hl~cel QON. 

Baed on the. lntuflkient lt1d or Jade or calculatlons and Information filed by OTE 

and Sprint l,ri support of their open~lna expense lnpuU,It la abundantly clear that 

thiJ Co~n doet Mt bavc ~ mems to dderJnlne whether these ex:peose 

6 
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inputs~ ~Occdvc of !he forwan. ·loolcina e4JtS that an cfllticnt provider of 

JIOW P.Q 9>MPETITIO!II, TECfiNOLOGY, AND PRODUCTMTY 

PLAY A .ROLE IN PRODUCING LOWER OPERATING EXPENSE UNIT 

COSTSnf.AN THE I'DSTORJCAJ, COSTS OF A REGULATED 

MONOPOLY1 

00111 for u umbtr or rel!JOllJ, f ii'St. L'Oillpetltion provides • powerful incentive 

fi!r a~ ~ly 10 redl.lcc i~ ()verbQd cxpenJes and 10 lncreaJo i~ 

produtt.ivity. <>tbefwile, It would fiDd I self unable 10 compete apinst ill "leaner 

and n.aner" ~on, AJtboup the mset of C4mpetition bu impecta on 

opa:ltlsle ~ ~the-board, it h.IS a panicularly alanlfiunt impact on 

OcDm1 and AdtniniJtrarive l"O&A ") cos s. TbeK arc ovctbad or .;;ommon coN 

lib executive~ or accounting and fi!Wlce C4sts. In a competitive 

environment, OkA npenses per line arc considerably I= than tbOJC n.::ccted by 

B,ST, OT'E, and Sprint In their BCPM3.l lnpuu. 

Secord, the lnc:mlsed ua o(lll(n modem, least cost technology produces Joo,w:r 

oetw«k operating expense~ in a competitive cnviromncnt. In • !cut-coat. 

forwanl-lookina cnvlrotllllalt, an efficient CIU'Iicr slAI'tlna In busi.oeas today would 

utiUzc the lllO$t ~ oetWork equipment available. BeeaUIIC cum:nt trcncb 

allow network ope~ CKpcOSCI per Unc dcdlnlna. they Clll be cxpec1cc!10 be 

!eli lhao the lliJIO!iC&\ levda refletllcd In BSTf, OTE'a, and Sprint' a oper~tina 

cxpm~e: ln,W and by lltlceallty, be more In lin~ with !bote of • leut c:oa, most 

1 



. . 1 Q. RAVE 8ST AND GTE lNCLUD£D NON~RECUIUUNC COS IS IN ITS 

2 CALCULAnON OF THE OPERA TINC EXPENSE PORTION OF BASIC 

3 UN1VUSAL stRVIC! COSTS' rr SO, PLEAS£ EXPLAIN WHY nus 
4 lS INAPPROPRIATE.. 

s A.. Yes. Baed oa 1111111l)'Sis of the calculllioo of opeTilina cxpeoxs in the UNE 

6 model filed here in Florida ln 001\iW'ICtion with Oodl:et Noc:. 960833-TP/960146-

7 n/971140-TP/960757-TP/96091 ~ TP, B:. T bas included IIOCH'eCUITina oper1llin£ 

8 cxpcoa lUcia 11 those rtsultin& ftvm fCtVic:e onier related acti v!tles, In lu 

9 caletllatlonofl,!esic IIIIi~ lt!VI~• coat~. ThiJ iaiiiiPPfOI'rlate bcca\110 ~ervlcc 

10 order rdlled actlvitla are one-time cost bucd ICdvitia !hal only benefit the 

II cuaocnen ~the ICI'vicc. Non-I'CIC\II'rlna costs of lhiJ lllnll': lhould be 

12 ICJ**Iy idenlffled IDd consicltffilln non-recwrina cost atudla. 

13 BSl'a tra~l ornon-recurrina costs Is also contrary to !.!1o action taken by GTE 

14 to remove~ COIU liom Its calculltion ofbt.slc local ser.'lc:e costs. On 

IS pqe 3,llnes 1~16, oflhc testimony of witness Michael R. NorrU., he JUlieS 

16 -uoe COliS are ruo•aed Chtoclah ooo-rec:urrina dwies woclaled wilh service 

17 order .activity and u sueb must be removed 10 .., not to n:covcr the Arne expe~.te 

18 twfc:e•. 

19 I cannot ck1mnlne wbat Sprint baa done with non-rec:urrlna coN. In other states 

20 where sutrscknt supportina dala was provided. Sprint included DOO-recuning 

21 COltS in Its dtttnninllion of the COlla or ~na loe&IICJVic:e. 

22 

2J Q. IIAVE YOU CALCtJLA1'ED AN ADJUSTMENT TO REMOVE THE 

24 NQN.UCUIUUNC COSTS 111AT BST AND SPRINT 8A VE INCLUDED 

2S AS INPtrrS TO THE BCPM MOORT 

I 



A. No. l did not have the ~uired information with whkb to make lhiudjusttnent 

2 at tbis dme. Neither BST nor Spcint file4 1111 .support.1na doc:umenwion thai 

3 allows any party 10 this ~ina 10 calcuwe JUCb an ldjusunent. This 

4 Commission naust mike caWn thlt both BST and Sprintldcodfy tbelt 1100-

s rel:lllriDa OQIIUII)d exclude them &om their calculalloo or baic: loc:alleiVic:e 

6 opmtins, eJCPCI'I$CS. 

1 

•• Q. .IN CI\.LCULATING BSl'S. CTE'S, AND SPRINT'S BASIC SERVICE 

9 OPERATIJifG EXPENSES,H IT APPROPRIATE TO INCLUDE ALL 

10 MARJCET1NG EXPENSES AS A NECESSARY COST OF RISIDENn.AL 

II BASIC SERVICE COSTSf IF NOT, WHY Non 

12 

13 A. . ~91 BST, O'IJ. enl1 Sprint do not advertise basic loeal seTVIc:e. Consequently, it 

14 Is inappro~ate to include any advertislna expeRJC In the c:alc:ulltioo of baaic 

IS local unlvmal ~ce costs. On Exhibit ALR·l, J have mle<:ted 111 adjustmc:ot 

16 tlw removes my advertisina expenses included .in the Martcetln& expense 

11 C41ctor)' for BST. Allbouab l dl4 not bave sufficletU de1a1J by 8CCOWII with 

18 wblcb to mAke a d.mll.ar ldj\ISI!Untto OTE's and Sprint'a c:&lculltions, ldvmilina 

19 ex~ tbould be removed ,fiom !heir calculations as well. 

20 

' 
21 Q. DO YOU AGREE WITH THEW A. V 11lA T THE BST HAS 

22 C1.LCVJ,.A.TED THE PORTION OF REGULATED OPERATING 

23 DP!N:SES ATTRIBUTABLE TO UNJVERSAL BASIC LOCAL 

24 SERVICE? 

9 



A. 

2 

3 

" 
s 
6 

7 

8 

9 

10 

I I 

12 

13 

14 

IS Q. 

16 

17 

18 A. 

19 

20 

21 

:!2 

23 

24 

2S 

No. AJ ~ oa Exhibit ALR·2, SST has utilized Uaorl labeled "% 

Alfn"butlblc 10 Basic Service" 10 derive the portloa of lOIII rqu1aled cxpen.ses per 

line tb&SST praumes we anribullble to baic scrvic:e. LD doc:>meotllloa 

supportina tbe BCPMJ.O IDd previous \'CTiions of BCI'M that SST bel filed in 

odlertllllel jncluctlna, Keotuclcy, South Carolina IDd Notth Carol~. ;. Wlifonn 

bulo local~ was applied to all expense cacegoriea illlleld of the multiple 

fiiCI.OI'S now propolcd. That t'ac:tor represenlcd ~~Hie local revenuea u a pmlenl of 

t0111 "'*"** fJirou&bout lbe BST nine state •11ion. SST has 110( apl•lnect why 

It bu deplned f'tom lhcir previous metlaodology nor povidod evidence 10 ~ppon 

why eidler die ~~Dale tK10r or the ocw multiple fac.tod an ~cost 

drivers for clctmDiDI.na die (OfWVd.JooidD.g opcrltina cxpeDJCIDCC C ••ry (or 

provfdil!& basic .n.·enalltMcc. Without RICh a justlfic:alion or verification, the 

Commiuion should not blindly rely on SST's data. 

DO THE BASIC SERVICE FACTORS APPEARING ON EXHIBIT ALR·l 

REPRESENT JUI!ASONABLE PERCENT ACES FOR DERIVING COSTS 

THAT MAY BE ATTRIBUTABLE TO BASIC LOCAL SERVICE? 

No. Ttis it illustraled by the factor bdna used 10 delennlne the portion of 

~ expen.- thtt we attrlbulcd 10 basic local service. N lhown on Exhibit 

AL-l> BST wwncs that 36.25% or all marlcetin& expente per llnc Ia attributable: 

ID bu1c localterVi(:e. If 0110 lupaln mlod that markdlna expente Includes IUb­

~Of exptmO NCb U prodLICt tldvn'lhina, which Ia lpprl)ximllely 24% of 

~ tllpCDR, th1a faciOr b pattlcularly lllllaliOCllblo beet•,. BST doea not 

III.Mnbe itt bale local KrVIce. C:U.11ntrs should not bave 10 pey for martcti.aa 

expc:tliC$ that SST doea DOC IDcur. 

10 
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4 A. 
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10 

II 

12 

13 

... 
IS 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

25 

IN SUMMARY, WHAT IS THE IMPACT OF YOUR RECOMMENDED 

ADJUSTMtlfrS TO THE OPERATING EXPENSE INPUTS PROPOSED 

~ BY~·~ AND SPJUNT7 

lftb.!s CotNIIIsldoc ldopfa the BCPM3.1 model and the Jll1lPC*d inpuls, Exhibit 

~R·3 tndudu JdjUIUnc.nLt that must a1 minimum be m.lldc to raduc:c 8Sr1 

. o~alqd expenses by lS% and to reduce network opn'ltina expenses by 30%. 

Tbele 1ft lbc SIIJIC IC!juslmCIIIS rccoiiUDCtldcd by lhc FLPSC swr aod edoptcd 

by Ibis Ccmmisllon Ia the P .na1 Order for ·be UNE proceedina i.o <Xli\)IIDC1ion 

With ~~os. 960833·TP/96084&TP/971140.TPI9607S7·TP/96tl916 (See 
' 

~No. ~91-0604-FOP· TP). In ldclltlon, Exhibit Al.R·3 alto Includes 

adj\IMmi'OII to remove~ cxpensea from the MJrUtlng expcmc li.oc. I 

have also slibstiluled the-p!'OJlO$C(I BST bask service fictors shown io Exhibit 

ALR·2cWith a&inale factor of 40.8S% as diJeussed previously. If applied to the 
' 

data that BST has used to popv.:ate the BCPMJ. I model. tbc imp1ct of those 

adjustments Ia to reduce the operatJ.na cxpenJea per Unc rewed to plant non· 

spcclfic:~pcnse$ prop(*d by BST from $9.14 to SS.40. (see Exhibits ALR·2 and 

ALR·3) 

Bec:ause OTE aod Sprint ha~ provided insufficient support for this Commiulon 

to verify the 'PPJOprillcnesl of the opcr.ting expense Inputs, lht: IS% reduction 

to 0\Cibetdl and 30% reduttlon to network opeftlina cxpemcs arc rcuooable 

adjiiSlllletltl that should be made. In addition, this Conuniuloo abould obWn tbc 

~s:ary data to remove advenlting cxpenKJ from the calculallo.n of Markctl.na 

.Expa.- for OTE and Sprint lllld apply a single basic local SCI vice f~ that 

rcpt*ltJ bilk toe.! mtce revenue~ u a pcrcclll oftolal revetiiMII. 

II 



Q. J)OES THIS CONCLUDE YOUR TESTl.MONV't 

2 A. y" it does. 
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AL.R-1 

STATE OF FLORIDA 
BST, GTE & SPRINT PROPOSED USF COST PER UNE 

Colt ComROI!tf!t 

t CaDUI Cost per~ 

2 8 I lilt on percent of im II In liW\t 

3 Expr I lied .. ...,.. per line 

.. {lla.2&3) 

5 (lns. 1-3) Toai 8alic SeMoe eo.t Per Une 

I1Jrn1 · 

(1) 811So!Ah 11112 8CPM 3.1: TCIIII S.... ~ 1.11 •i*l 
(2) GTE fled 9CAit 3. 1; TCIIII S.... &au•r.l)• .... 4d 

(3) Spnnt filed OCPM 3. 1: T olll S.... &.1 11 •t, 1.11 : 1iP1*1 

BIT111 

20.00 

2C2 

t.-01 

11.51 

31.51 

Tolal Stnt & .ary 
(Uncapped) 

GJER) SPBfNJ(3) 

20.09 20.85 

~38 ... 55 

7.61 7.74 

11M 12.ZI 

32.08 33.14 

-;-



t.csounl 
I 

IS11X Ne1W0111~ 
8121 • & 124 Gene~~~ &lppolt 
0311 , 63112 lOT 
8512 Oltllf P114*, All1l 
&53x ~ OpeiliiiOIIS 
8&10 
Ge20 
IS71X EliiO • •• & PliliiWIQ 

&nX o.n..~ a Adlrin 
u.: ... •tw 

T ...... , II 

BEll SOUTH 
EXPENSES PER LINE 

USFFILING 
PER BCPII3.1 (DOCUIIEHTAT10H) 

"Jto.Aal? • th 
TOI:II AIIIIU8I llotOIY To 

11. zooo Ph, I kef Eq I I FE ii!Jqlef 1.. a.ic S. wlce 

'''" .... ,., Unt ,., lilt 

It s ll t. f 

s 10,7115,204 25.212,407 $0.43 $0.04 73.54"Jto 
s 51J8,701 ,312 25,212,407 $22..6& S1.88 715~ 

s 128.1108. c:J4 25,212.407 $5.14 $0.43 85.744Jo 
s 8,580, 701 25.212. .C07 $0.38 $0.03 7U34Jo 
s &51.$10,306 25.212..C07 $33.7$ $2.152 78.111S"Jto 
$ 6i8.5111U5t 25.212..co7 m..74 st ee IIIS.25"Jto 
s 1 ,078.~003 25,212.407 $42.80 S3.$7 1~"' 
s 45.161.&12 25,2U..co7 sue $0.15 ~ 
' 1, t23,883,531 25.212..co7 $44.58 $3.12 ISU4"Jto 
$ 1M.801,oao 25.212.407 $S.3o6 S0 53 8U44Jo 

• urt#l .... ~ S11U4 $1LU 

,.. 

~-2 

a.lc l.oall twc 
llo.Eq I •• 

P!tUnt 

• 
$0.02e 
$1 .445 
$0.307 
$0.025 
$2.249 
$1.708 
to-~1 

$0.088 
S2.431S 
$0.32o4 

. .. ,. 



~ 

AzmiiJI DI tMb 

S11X flU :sk Slqlort 
St2t ·8124 Genenll~ 
6311, 0382 lOT 
5512 OlwPiopel1) PWt 
SS3x II If ll'k 0; • ..,._ 
8510 lotalwliiQ 
11820 Sero' .. 
e71X E •• a & PlltiWIIhG 
812X Gerwlll & AdNI 

U.CCIIIJ.P' .. 

Talll'F''fl U! 

BEl...LSOU'Tlf 
ADJUSTFO ~ESPER LINE 

AT&T PROJECTED EXPENSES 

11111111 
f• 

(t) 
$ 10,72,204 
$ 558,701,312 
s 12a,M,IIS4 
$ t.10S.•M 
• M.337.214 
I 46ot.US,007 
I 1,071,88S.0113 . ,.,..,.. 
I W.-.001 
I 1-..o1.000 

Talll 
~"'l'-

Lolall 
~ 

2ti,2t2.<407 
25,212..407 
~,212A07 
25.212.•77 
25,212,40'7 
2$,212,407 
25,212,40'7 
2$,212,407 

i&,m..eor 
25.212.<407 

Rado:e..lc 
AIIMall Me ., Loaf l'fC ~lie. 

Fq: Ill &I I bw to Tale! Frs Fill 
Pw Unt .... Lint Optrlln ..., Unt 

(3) ~) (S) (I) 
$0..43 $0.04 4(1.86% $0,015 

122.511 It 88 40.85% $0..7ea 
$5.14 IOA3 .a 85% SQ.175 
$0 27 SQ.02 40.85% $0.008 

I23Ji5 $1,S7 40.85% $0..805 
$11.04 suo .a~ ao.et• 
$Q.8Q. $3.57 .a.an. $1.467 

S1 ~ 10.13 ~ IO.OR 
$37.811 $3.15 .tO.~ SUllO 

$0.34 $0.53 .a 85% $0.218 

t122 ...... 

ALA · 3 
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