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1 PROCIIIIDIIIQS 

2 (Heat -nq reconvened at 9:10a.m. ) 

3 (Transcript follows in sequence from 

4 Volume 17 . ) 

5 

6 tho record tod.ay. Any preliminary onnouncomento 

7 before we qo to the witneas? 

8 ICR. COJ:r Stott ian' t aware or any 

9 preliminary mott ora . 

10 cni:JUIAJI JOJD180Wr Oltay. I think we' ro 

11 prepared. 

12 - - -

l3 D. DMKIIll OLDQLL 

14 woo called as a witness on behalf of Bollsouth 

15 Telocollll:lu, ications, Inc. and , having been duly sworn, 

16 testified 3& follows: 

17 DIRIIC'f BDIIlllaTIOM 

18 BY KS . WBITII r 

19 0 Ms. COldwell, would you please state your 

20 no.mc ond odd.ro•• tor the rec:ord? 

2l Yes. My namo is Doris oaonne Caldwell. My 

22 address is 675 Went Peachtree St reet II.E., Atlanta, 

23 Goorqia 30375. 

24 0 By whom oro you eaployed and in what 

25 capacity? 

FLORIDA POBLIC S!RVICI COKKI88IOII 
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1 filed as revisions and so indicated on each page. 

2 0 Was that exhibit prepared by you or under 

3 your d:~oreation and supervioion? 

4 A Yea, :a.t was. 

5 0 Do you have any substantive corrections or 

6 changes to that exhibit at this time? 

7 II. No, I do not. 

8 M8. WBX'l'as Kadaa Chairltlln, I'd like to have 

9 the DDC-1, revised DDC-1 that 's attached to 

10 Ka. Caldwell ' s direct tostiaony labeled as the next 

11 exhibit. 

12 caat•¥1X JOHXBOVz It will be marked as 73. 

13 (EXhibit 73 marked tor identification .) 

14 0 (By xa. White) Ks. Caldwell, you also 

15 tiled robuttal t estimony in this docket conaistinq of 

16 ni~e pageo; is that correct? 

17 A That is correct. 

18 0 Do you have any ~dditione or changes to your 

19 rebuttal teat!Bony at thi& tiao? 

20 A No, I do not. 

21 0 It I were to ask you the oaae que&tions that 

22 are posed in your prnfilod rAbuttal testimony today, 

23 would your answers be the sa111o? 

24 a. Yoe, they would. 

25 MS. n:tYWs I would like to have the 

lPUIIliDA PIJ8LZO aaanca COIOUS'I I O. 
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1 roJ:mttal testimony ot Ka. caldwell insortod i nto tho 

2 record. 

3 aaJ:·uu JOJDI.IOII1 It will bo so insc..rted. 
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1 BEL.LSOU'TH TELECOMMUNICATIONS, INC. 

2 DIRECT TESTIMONY OF D. DAONNE CALDWELL 

;. BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

41 OOCKET NO. 980696-TP 

5 AUGUST 3, 1998 

e 
7 Q , PlaaM atllte your nama, occupation and addrnc. 

e 
II A. My name is D. DIOnne Caldwell. lam a Dinlctor in tho Finance 

10 Depaltment of BoUSouth Tolocommunlcathoa. Inc. (hereinafter referred to 

11 aa "BeeiSouth" Of "tho Company"). My area of responslbUity retatot to 

12 ooonomic costa. My bualnotl addreaa Is 875 W. Peachtree St., N.E .. 

13 Atlanta. Georgia, 30375. 

, .. 
15 Q. PluM atatll your profaulonalallperianca and education related to 

HI the lnuea In thla proceeding? 

17 

18 A. I joined South Central Bolin 1978 In tho Tupelo, Mississippi, Eng"-ring 

111 Department where I wu responllble fOf Outside Plant Planning. In 1983, I 

20 transferred to BoiiSouth SeMon, Inc. In Birmingham. Alabama, and waa 

21 responsible for tho Contrallzod Raaulll System Database. I moved to tho 

22 Pricing and Economics Department In 1984 whore I developed 

23 methodology for aervlce coat etudlot untll1986 whon I accepted a 

241 rotallonlllaulgnmont with Ball Communleallone Research, Inc. (Bollc:oro). 

26 \folhlle at Bollcore, I wu reaponalbte for dOVfllopmont and Instruction of tho 

_j 
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, Se!'vlce Cost Studies Curriculum Including coul"'eS auch as "Concepts or 

2 Service Cott Stucllea", "Networil Service eosts•, ·Nonrecurring Costs•, and 

3 "Cost Studies for New Technologies". In 1990, I returned to BeiiSouth and 

4 w:aa appointed to a position in the cost 01ganization, which Ia ncTW a part of 

5 thie Flntnoe Department, wfth the mponslblfrty of managing the 

8 development of cost a1udies for transport facilitlea. both loop and 

7 tn1erotfl08. Since mid-1996. 1 have been dedicated ro reviewing 

8 BeiiSouth'a cost methodology and coat study results. 

9 

10 I attended the University of Missluippl, graduating with a Master or 

11 Sclenoe Degree in ma:thematJc:s. I have attended numerous Bellcore 

12 courses and outalde seminars relating to service cost studies and 

13 eoonomlo princlplea. 

1<4 

15 Q . P ..... atllte your Nlevant experlan~ In tHtlfylng. 

18 

17 A. llilave tntlfied In eadl of the nine BeiiSouth atetea in the local competltlon 

18 doclceta, Including atbltnltlon dockeU and/or generic coat dockets. 

19 Addltionafty, I have tet1ltled In Alabama. Kentucl<y. Louisiana. Mlsslulppl, 

20 North Carolina, South Carolina and Tennessee In unive~l se!Vk:e 

21 hearings. My extensive lnvolvament in these dockets has provided me 

22 with the opportunity to evaluate numerout coat models and methodologies 

23 used by BettSouth and o~r partlea to estimate the cost or providing 

2<4 unbundled netwont elements and universal service. 

25 

-2· 



1 Q. What Ia the putpOM of your tMtlmony? 

2 

2 1 0 4 

3 A. The purpo141 of my testinony Ia to explain and aupport tho coat inputs 

• liNd In the 8ene1vn1ttc Colt Proxy Model 3.1 (BCPM 3.1) by Bot1Sou1h to 

5 develop unlvorlal MIVk:e 00111 for Florida. Further, I will explain why 

6 theao lnpUIS are appropriate to uao and ahow why tho lnpull l rec:ommond 

7 produce more realil1lc reaultl than other partloa' lnpUII. 1 wru alao addroaa 

6 luue 4 of Order No. P8C-98-1008-f>CO·T?, laaued July 2•. 1998. 

9 

1 o lll'lo univeraal MIVk:e COlt proxy modelaoloded In thil Pl oc e e ding muat 

11 accurately dotenni 10 the COlt an otllc:lent carrier would incur In providing 

12 uniYenlal MIVk:e to high coet a.reaaln tho atato of Florida. In thla regard, 

13 Or. Oulfy-Oono'a, Or. Bowman'a and Mr. Martin's toatimonios dlscu11 tho 

1<4 reaaona this Commlaalon should ao1oct tho BCPM 3.1 aa the modal to be 

15 uaod to dotonnlno tho coat of unlvoraal service In Florida. Aa r ha11e stated 

18 previously, my toatlmony explalna wt.y BotiSouth'slnputa, used In 

17 conjunction with tho BCPM 3.1, enable tho Commlsslon to determine tho 

18 appropriate costs of unlverlaf MIVice In Florida. 

19 

20 BeiiSouth conducted 1 1tudy utiflzlng BCPM 3.1 and BoftSouth.ape<:if'IC 

21 lnpull for Florida. Tho reaultl from that atudy, aupporting documentation 

22 end dalll, and I CD-ROM 3nt lubmitted 11 Exhibit OOC-1 attached to thla 

23 tutlmony. 

24 

25 
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1 Q. Whah,. the approprlttil lnputl to be UNd In datarmlnlng the coeta 

2 of unlvaraal IIII'VIce? 

3 

5 

6 

7 

8 

9 

10 

11 

4 A. In ec:cordanoe with tho Federal Communlca1ions Commlulon'a (FCC's) 

Un. JIM I SeMoe Order, only Inputs rellec:tlY& of fOfWClrd-looklng economic 

coett lhould be used to determine tho coats of providing universal service. 

Addltlonally.ln order to .ccurately determine coals representative of 

provtcflng aeMoe In high cost areas In the elate of Florida the Inputs must 

be u apecifie u poulble. The Inputs contained in Exhibit OOC-1 meet 

both theM critellia; they are focward-looklng and they relloct BeiiSouth's 

provisioning p111Ctlc:$s and coatt In Florida. 

12 

13 

14 

15 

18 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

Q. Should Universal S.rvlce c:o.t al!.ldt.. be company apeclnc or 

generic? 

A. The coat study approach, l e. the undetlylng model used to process the 

Input dlta, ahoold be generic. A generic cost proxy model deterrnloos the 

costs of a neiWOI1c designed to serve e.dellng cuatomer locations. 

asaumlng exlatJnsl wire cenlellocatlons, without regard to the apeelf10 

company &eiVIng tho areL 1 he model ~n be \IHd, with the epproprt&te 

Inputs, to Identity tho coata an elllc:lent provider would incur to provide 

universal aeMoe In Floltcla, speclftceJiy in the high coat areaa of the alllte. 

Furthermore, Florida Statutet, seetlon 364.025 requm the Commission 

to determine '1he lclal folftrd-looklng coat, based upon the moat recent 

COI1V'Il8fclaly avaiiJbla technology ar..J equipment and generally ac::cepted 
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cletlgn and p11oement principles, or providing basic local 

telecommunlcltlont service on a baalt no greater than a wire center basis 

using a cost proxy model to be selected by the commission ... • 

Are BeiiSouth'a unlvai"NI .. rvlee coet Mtlmatn ba .. d on national 

default Input val~ or Be11South4peclftc valu .. ? 

In coubnt 1o the model itaelf, the inputs 1o the model should be company­

a.pec:ltk: by territoty. FOI' example, BeUSouth Inputs should be used to 

cak:ulata unlveful aeMc:e costa In BeUSouth's territoty In Florida. 

BeaSouth Ia • large, eflldent provider or quality telocommunicatJons 

service In thla at.ta and b coet lnputa re11ac:t economies or scale and 

vendOI' dlacounta that an efllelent provider would be expected to achieve 

on a going rOIWird bull. Additionally, BoUSouth has experience 

providing service In the high cost areas that are Identified by the cost 

proxy model. 

Evan though we are dealing W.th a hypothetical nelwOIII designed by a 

coat proxy model. the coat or that network should be as real world as 

possible. That Is, It should renect the coats or an efficient provider 

building and operating that nelwOIII. The Inputs used by BaiiSouth reflect 

the rnost acourata view or conditions and experiences that an eff'!Clent 

carrier would expet'.ttnco in providing unlverul service in Ball South 

terrftoty In Flol1da. 

·5· 
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1 Tlle llltloMI default vu-of both tho Hatfteld Model and BCPM ore not 

2 nec::euarily reliedlve of tho costs of proyidlng aeiVioe in Florida. Instead, 

3 IMH defaulta are deiGned to represAnt an average cost across tho 

4 nation. Since the purpose of this p!oceeding Is to determine the costa of 

5 prov 41ng aervioe In rural, insular, and high coat areas of Florida, it makes 

6 no aenae to uae only national average Inputs which tend to equalize tho 

7 cost. In all areas. 

8 

9 8eliSouth hu used, whenever posajble, FloridHpectfic cost Inputs wtlk:h 

10 nailed the forward-boldng cost of providing aerv'.ce in BeDSoulh lerritoly 

11 In Florida. TheM ltlpu! valuellndudo BeiiSouth apocffic costa for cable, 

12 structurea, IWilc:MI end other network eornponenta of universal aervioe. 

13 BeiiSouth reviewed the BCPM 3.1 default lnputa. Defaults which were 

14 found to be reproaentatlvo of BeiiSoulh'a Florida coats, wene used when 

15 Bo11South·apecifio dati waa not available In the format, or at the level of 

16 detail, required by the BCPM 3 . 1. 

17 

18 We necon••lend to the Cornmlulon that tho BCPM 3.1 With the values 

19 in<:4uded In BeiiSoulh'a filing be used to determine the coat of univeraal 

20 aervloe for BoiiSoulh'a Florida tenitory. 

21 

22 Q. Pleaea !let the catlgortaa of lnputll for whlc:h BaiiSouth u"d 

23 Ball8outh4pac:lftc: valuae rather than BCPM 3.1 default vatu ... 

24 

25 
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1 A. BeUSouth-specffio Input values were used for the following categories of 

2 cost Inputs: 

3 Category 1 • oontractor oosta of placing cable. conduit and poles 

<4 Categ<HY 2 • sharing percentage auoclated with structures 

5 Category 3 • cable material and labor unit oosta 

6 cau,gory <4 • cable slzlngfutlllzatlon 

7 Category 5 -drop terminal oost 

8 c~ 6 • feeder/distribution Interface oosts 

9 Category 7 • awltch oosts 

10 Category 8 -tnterofllce transport and signaling oos!ll 

11 CatevcxY 9 • nelwOOt lnterfeoe device and drop costs 

12 Category 10 • land and building loading factors 

13 Categoty 11 ·depreciation Uves. survivor curves and not salvage 

1<4 percentages 

15 Category 12 . oost of capital 

18 Category 13 • Ktual wire center line oount 

11 Category 1<4 · expenses and support aaaets 

18 Category 15 - taxes 

19 

20 Q. What are tht majoreamgoriaa of lnputa In BCPM 3.1? 

21 

22 A. Following Is a list of major user input groups whleh nlgnlfk:antly impact the 

23 BCPM 3.1 oost results. Aclditlol'lally, the eost category and Issue n~rmbers, 

24 u deslgnat~d by the eommlulon order, are lndk:ated In tiiil parentheses 

2.5 fc1r referenoe. 

·1· 
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1 Nelwoi'k Interlace DeYice (NIO) and Drop (CategOI'f 9, Issues .Cj and 

2 .Ck) 

3 Totrmlnallnvetbnent (Material plus EnglMering and Installation Costs) 

• (Categories 5 and 6, Issue .Cn) 

5 Olstributlofllnvettmont (Material plus Engineering and Installation 

6 Costs) (Calegory 3, laaue .CQ 

7 Copper Feeder Investment (Material plus Engineering and Installation 

8 Cotta) (CalegOI'f 3, laaue .CI) 

9 Fiber Feeder lnvestmenl (Material plua Engineering and lnatallatlon 

10 Cotta) (Cat890'Y 3. Issue .Ch) 

11 Structure Costs (CalegOI'f 1, Issues .cd end 4g) 

12 Sttudure Sharing (Category 2, laaue .Ce) 

13 Copper and Fiber Fill Fao~ort (CalegOI'f .c. laaue .Cf) 

14 Digital Loop Carrier (DLC) Investment (laaue 4m) 

15 lnterollloe Investment (Category 8. lnues 4q end 4r) 

18 Cenlnll 011\oe Switching Investment (Material plus Engineering and 

11 ln:atallatlon Cotu and SWitch Trame Characteristics) (CategOI'f 7. 

18 laaues .CO and .Cp) 

111 Expense F actora (Calegoly 14. Issue .Ca) 

20 eo.t of Capital (Category 12. Issue .Cb) 

21 Depreciation Uvea (Category 11. lnue .Ca) 

22 

23 Q . Are BeiiSouth'a BCPM 3.1 a!udlea and Input vatu" reftKtlva of 

24 forward..fookhlQ eoata? 

25 
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1 A. Yea. AD input. UMd by BeiiSouth are designed to represent folward· 

2 ~ costs. BeiiSouth UMd current nwteriaJ pric:et, labor costs. and 

3 coutntc:l« cotta that are adjusted by Telephone Plant Indices (TPia) to 

4 re1leuc 199&-2000 cotta. In certain plant IICOOUnta, the TPis llldd Inflation 

5 estlmlltes to the cotta.. However, 1n olher accounts, the TPis actually 

8 re:sult In lower coati when material prices are forecasted to decline In a 

7 particular type of telephone plant. The use of BCPM'a forward-looking 

8 netwo11< dealgna combined with folward·looklng 1998-2000 Input values, 

11 definitely produce focward..looldn results. 

10 

11 Q. How were Digital Loop Carrier ( ... ue .,) In pug devei()J*f? 

12 

13 A. BeiiSouth'a Ne!WOft( experta reviewed the BCPM 3.1 default Inputs and 

14 found them to be re11011able lnd rellectlve of BeiiSouth'a operation In 

15 Florida. Additionally, BeiiSouth doea not deploy ayatema leiS than 96 linea 

18 and therefore, had no data on amaU ayatema. Thus. the default Input. 

17 - UMd In this flUng. 

18 

19 Q. How_,. Be11Sou1h'a contrac:1Dr <:Geta and atructure ah.arfng 

20 percantagMinputa (Categorfea 1 and 2) developed? 

21 

22 A. BeiiSouth'a atructure placement oosta (contractor coati) for placing 

23 conduit, ttenchlnglplowtllg burled cablo, and placing polee are baaed on an 

24 averege or tM 1\l ulatlng BeiiSouth contracts with outalde plant 

25 contrectora In Floridl, n-e 10 contracta oover the entire BeiiSouth 
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1 territory In Florida. BeiiSouth also used Be11Sou1h-specific inpu"tl from 

2 these contracts for the costa for manholes and handholes in Florida. 

3 

4 Bei1Sou1h does not !>.ave data lhatldentffiea the percentage O• time 

5 associated with each activity In the structure tables. Therefore, Bell South 

8 Network experts reviewed the BCPM defaults. Since these experts found 

7 the values to be reasonable and representative of BeiiSouth'a operetlona 

8 In Florida, the defaulla were used. 

il 

1 o BeUSouth used structure lharing percent.ges t.1at ar.e BeiiSoulh·specific 

11 value$ ~tatlve of BeiiSouth's aharing a1T'11110"1Mnta In Florida. 

12 

13 BeiiSouth Is a large efficient provider of taleconVnunicatlons services In 

1<1 Florida. Thus, BeiiSovtiHpecllic Investments and Installation coats. as 

15 well as structure sharing 81T'Btlgemenll relied economies of scale that an 

18 err!Cient provider would be able to expect to achieve on a going- forward 

17 baa'a. 

18 

til Q. How were BeiiSouth'a cable c:o.ta lnputa (C.tavory 3) ~valoped for 

20 BCPM3.1? 

21 

22 A. BeiiSouth UMd BeUSovfh-apeclflc costa for both copper end fiber cable. 

23 M'aterfal prfc:u for copper and fiber cable were obtained from procurement 

24 recorda that relied actual BenSouth purc:haae prices and contractual 

25 agreements. JU pravloutly explained, Mura lntbtlon trends (TPia) were 
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1 also taken into consideration in Ofder to reflect folwanJ-Iooking coats. 

2 Telephone company engineering and labor c;osts were derived from 

3 BeiiSouth'a Florida In-plant loading factors. In-plant factors convert 

4 material pr.cu to a Florid ... pec:ific lnatalled Investment (lese CO"ltrector 

5 costa that are handled aeparat&ly In the atructura tables of BCPM 3.1). 

6 BeiiSoutiHpedfic cable costa reflect economies of scale and IIBndor 

7 prices that an eflic:ient piOIIIder would be able to expect to achieve on a 

e going forward basis. 

9 

10 Q. How wu the outalde plant mix (luue 41) detanrlned for BCPM 3.1? 

11 

12 A BeiiSouth analyzed the BCPM 3.1 default \/Blues at the wire center level. 

13 The disttibutlon between aerial, burled, and underground placement was 

14 found to be reasonable. Thus, the BCPM 3.1 defaults were used. 

15 

16 Q. What utilization factors (Category 4) are Included In BeiiSouth'e 

17 BCPM 3.1 etudy? 

18 

19 A. Unlveraaleervlce costa should be based on a forward-looki"Q projection of 

20 actual utilization. BCPM 3.1 determines the networ1< design required to 

21 provide quality service to an area, calculates the cost of that ootwor1<, and 

22 then detennlnea a ooat per II no based on the number of linea served by the 

23 network. Thua, BCPM 3.1 uses ;m actual, or a11Bf11ge, utifW11lon to 

24 determine unlverlal IOMce costa. Bt;FM 3.1 requlrea a cable alzlng factor 

25 Input which, along with standard cable alzes and number of d istribution 

·11· 
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1 palrw pet housing unit. Is used to determine dis!ribution cable 

2 requirements. BeiiSouth used a distribution cable sizing factor of 100% 

3 and 2 dlstrlbu1lon pairs per housing unit to alze distribution cable. These 

<1 fllet?fl are designed to produce a fill representative of BeiiSoulh'a 

5 projection of actual fiD. based on experience over time, for Florida. The 

6 feeder cable alzlng factor Is designed to produce a 1\D for feeder cable 

7 repreaent.tlve of the pcojectloo of actual r~l of copper feeder plant 

6 experienced In Florida aver time. The cable s.lzlng factors are located In 

9 Exhibit OOC-1 81alet Stamp 000244. 

10 

11 Q. Pleue explain BeUSouth'a BCPM 3.1 Input values for drop t.rmlnal 

12 and feeder dlalrlbutlon lnt.rflc.a coeta (Categorln 5 and 8)? 

13 

14 A. BeiiSouth'a drop tem1lnal costs for line alzea beiow 100 pairs are Included 

15 as exempt material In the In-plant factors used to develop the Installed 

16 Investments of cable. Therefore. tam1lnal coa;ts are notlncluoed In 

11 BeDSouth'a BCPM 3.1 study as a separate Input. BeliSoulh used 

1e BeiiSoulh·apeelfic feeder dlstributlon lnta"- costs to relleet BetlSoulh's 

19 .:?Sts In Florida. The material prices were obtained from procurement 

20 rocorda end wore adjutled for lolllttlon. The engineering and labor costs 

21 were doveloped from Florida-specific In-plant factors. As previously 

22 explained, the In-plant factor converts material prices to installed 

23 investments. 

24 

25 Q, How wera EleiiSoulh awltch coat Inputs (Category 7) developed? 

· 12· 
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1 

2 A. BeliSouUI Florida-epecific analyses _,., used to provide the detailed data 

3 for wire cente111ln tho atata. Stat&-spoelflc Information on calling rates. 

-4 usage ratoa, loading factore and hoaVremoto characterlstk:ll wore used 

5 along wlth company .verage data and line counts that are c:ontlltont with 

8 data generated from other BCPM modules. ARMIS da•a waa used for 

7 iteml auch as percentages of residence. business. local and toll tralllc:. 

8 

9 Q. How _ ,.. BeiiSouth'a lntarofftca tr1n1port and algnallng coat lnputa 

tO (Category 8) davaloped? 

tt 

12 A. Transport C01t1 are delemllnod from the 9CPM intorot:'~ transport 

t 3 module. This module Incorporates tho forward..Jooklng Synchronou1 

t-4 Optlcal Nolwolt< (SONET) ring arch~ecture In determiulng notwott< design 

t 5 and eublequent costa. Inputs to thlt module reflect BeiiSouth·apoclflc 

t8 costa for Florida. They Include fin fcdort, SONET material prices. number 

t 7 of nodes on a ring. alr-tcrrouto factor, the mix of aerial. underground and 

t 8 burled fiber In tho lnterollice transport 

19 

20 Signaling costa are d"termlnod In BCPM 3.1 t~sed upon two Investments 

21 f01 signaling; Investment per line for residence and Investment per llno for 

22 bullneu. Default va"- _,., found to be representative of BeuSouth·a 

23 fo(ward-looklng algnaling c:o.ta 

2-4 

25 
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1 Q. Plene d .. crtbe how networl< Interface device (NID) and drop lnputa 

2 (C.tltgoty 8) _,.. developed? 

3 

.. A. BeUSouth used BeiiSouth-tpeeifiC coats for tho material, travel, and 

6 Installation labor a$$0dated wt1h the NID and the drop in BCPM 3. 1. 

8 These coata are based on material prices for equlpmenVmaterlal and 

7 BeRSouth'a expertlee and experience in placln~ the equ!pmenvmaterlal. 

8 The coata represent the costa an efficient provider would be able to ex.pect 

8 to achieve on a going·forward basis. The model, through Internal 

1 o calculatlona detennlnn the appropriate drop length. 

11 

12 Q. Old S.IISouth uao BCPM 3.1 default Input valu" for land and 

13 building factore (Category 1 0)? 

1<4 

15 A. No. BeUSouiJl.tpeclflc land and building loading factora were used which 

16 raflec:t the relatlonahip ~n equipment inve.tment and Ita aesoclat.ed 

1"f land and building lnveatmenta aa they oc:c:ur In Florida. Since these 

18 fac:tonl are c:alc:ulated from BolJSouth'a accounting records and tha 

18 pii'Ojected view of Bei1Sou1h'11 Mure additlon11 ln thets accounts. those 

20 valt.Hill retle<:t land and building coel& that an efficient provider would be 

21 able to expect to achlew on a going forward basis. 

22 

23 Q , Should forward4oohlng economic ~ta reneet pr .. cnbed 

2<4 depreciation Uvea (Category 11)? 

26 

· 1 .... 
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1 A. No. The appropriate IMts to use In depredation calculaliona In a forward· 

2 looking cost study are economk; live$, a opposed to prescribed lives. 

3 E.-:onomlc lives reflect the useful, « revenue-produclng, life of an Item of 

• plant and are appropriate for uae In economic cost aturlles to ensure thll 

5 coala are recovered t::Ner a time period equal to the revenue-producing life 

8 of the planl BeUSouth witness David Cunningham It tiling direct testimony 

7 that provides support f« the proposed depreciation parameters usad In 

8 BeiiSouth'a BCPM 3.1 study. Therefore, BeiiSouth recommends thll the 

9 Commission uae the projected eoonomk: lives and net aalvage 

10 ~ p1opoaed by BeD South In It I study 

11 

12 Q. What co.t of capital (Cat.gory 12) did Bell South use In the 

13 detllnnlnatlon of unlveraaiHrvlce co.ta? 

14 

15 A. BeiiSouth used a coat of capital of 11.25% thot reflec1a forward ·IOOklng 

18 expectatlona of the debt rate, cost of -,qui1y, and debt/equity ratio. 

17 BeiSouth wftnesa Or. RandaU BiJIIngsley Is filing direct testimony that 

18 aupport.a these lnpuu. 

19 

20 Q. Ooea the BCPM 3.1 rnMt the crf1aria of the FCC that requlrn "wwre 

21 center line counta ahould equ.l ae1uiiiLEC wire canter line counta" 

22 (Cat.gory 13)? 

23 

24 A. Yes. AeHSouth'a tiling It baaed on ec1ualllne counlll oy wire center as of 

26 December 31, 1997. 
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1 

2 Q, Did BellSouti'IUM default aupport l~catmentland operating 

3 axpen- from BCPM 3.1 (Cat.gory 14)? 

4 

5 A. No. BeiiSouth developed BeiiSoulh·apeclflc support Investment ratios for 

e Input Into BCPM 3.1 and alto developed BeiiSouth-tpecllie e)(J)Onsos 

7 uelng 1998-2000 period tollll regulated e-<penaes. 

8 

II Q. How doee BCPII3.1 handle expa~? 

10 

1 1 A. ~ 1n1 handled In BCPM 3.1 In two ways. Cel1ain categooea of 

12 expe~. Including retaU e)(J)Onaoa, are expressed on a per line basis 

13 uelng 1998 -2000 projected noes. However, the other catooOIY of 

14 expenses Ia dlroctly related to Investments (e.g., copper cable expenses). 

15 llleSe expenses are calculated baaed on BeiiSouth plant-apeclftc a)(J)Onae 

1 s factors apeciftc t.o Florida. 

17 

18 Q. HvN did a.IISouth dettrmlne the expe- for BCPM 3.1? 

111 

20 A. The plant-6pecifle expenaea consist mainly of maintenance expenses 

21 These types of expenaea are considered to be causally re!!ltod to 

21 Investment and are developed from three years of projected e)(J)Onae data 

23 relatlve lo the ume period projectlona for lnveatment. Tho result Ia an 

2A expenw pur dollar of lnvettmf'nt for thetl! plant·specific expanse 

25 aocounla. Non-ptanl apecH\o oxponMs. such as Netwot1t Operations end 

·16-
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1 ExleullYe and P Ianning. are not causally related to Investment These 

2 expenses ate determined on per line per month basis using profeeled 

3 forward-looking expeMes and projected number of lines to derive an 

4 expense per One. 

5 

6 Q. Wt .. t tax faatora (Catltgory 15, luue 4c) did e.tiSoudl uM for BCPM 

7 3.1? 

8 

9 A. Bei1Sou1h has Input Florlda.speclflc tax rates for tho following categories; 

10 olfoctive federal tax rata, state tax rata, ad valorem. and other taxes (e.g. 

11 gross receipts tax). 

12 

13 Q. Pleaaa aummartu your t.atlmony. 

14 

15 A. Be11Sou1h has entared Inputs in BCPM 3.1 that re11ect tho coats BeiiSouth 

18 will in<:ur to provide uniYoraal service In Florida. Cosl: for siiUcturoa, 

17 cable, and other components of tho notwol'k rellact BeiiSouth contract 

18 prlc:ot with vendors, lncludlng diacounu provided to Be11Sou1h as o .. rge 

19 telecommunications carrier. lnstallotlon and engineering costa aro based 

20 on .;ctual oxporienco by SoiiSouth network personnel. Theau Inputs are 

21 rellodlve of costa that a large, otliclonttelecommunk:allons carrier would 

22 el(pllct to edlleve on a golng-fOIWird basil. We therefore rocornmend to 

23 tho CommluJon lhlrt tho BCPM 3.1 with tho Input valuoalncluded In 

24 Be11Sou1h'a filing be used to detemllne tho cost of universal se.rvioe In 

25 Be11Sou1h'a tamtory In Flonda. 
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BELLSOUTH TELECOMMUNICATIONS. INC. 

REBUTTAL TESTiti.ONY OF D. DAONNE CALDWELL 

BEFORE THE FLORIDA PUULIC SERVICE COMMISSION 

DOCKET NO. 980696-TP 

SEPTEMBER 2. 1998 

PJ.ua atata your nama, occupation and addre.a. 

2 1 2 0 

My name is D. Daonne Caldwell. I am a Director in the Finance 

Department of SeiiSouth Telecommunications Inc. (hereinafter referred 

to as ·ae11South• or "the Company"). My area of responsibility relates 

to economic costa. My bus.lness address is 675 W. Peachtree St. 

N.E , Atlanta, Georgia, 30375. 

Are you the aama D. Daonno Caldwell who filed d lroct teatJmony In 

thla docket? 

Yes. 

What Ia the purpoM of your rebutta l taatlmony? 
' 

Tho purpose of my teetlmony Ia to respond to the direct testimonies of 

Joseph Gillan on behalf of the Florida CompeUtive Carriere Association. 

_,_ 

1 
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Don Wood on bellalf of AT&T and MCI, and James W. Wetls, Jr on 

2 behalf of MCI Telecommunications Corporation. 

3 

4 Q. On page111 of h'- tntlmony, Mr. Gillan atatn that the aame coat 

analy•'- thould be UMd to detlnnlne unlvernl .. rvlce eubeldy 

e 
7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

and to Htlbl'-h networtlt'-mtnt pricn. Do you agi"H? 

No. While I agree that the relevant alnn.Jard for both stud~es should be 

forward-looking. least coat technology, I do not agree that one cost 

analylls can accurately determine the cost of both universalaervrce 

and unbundled netwo01 elements (UNEs) While there Ia nothing 

wrong with using one model for both UNE costing and univerNI serviCe 

costing if th.t model accurately Identifies costs for each, I know of no 

model that currenUy provide~ such flexibility. UNEs are wholesale 

networtt elements while universal eervlce Is just that •• a retail service. 

By their vary natura, the costa of UNEa ere very different than the costs 

of a rataH eervlce. 'Mille BeUSouth does not use one model to 

calculate both UNE costs and uniVOrNI eervica costs, consistent 

methodology haa been used in calculating the costs of both UNEs and 

unlvarNI eervlce. Both atudles are forward-looking In nature and 

employ conllstant Inputs. When two models using consistent inputs 

produoo costa tor UNEs and universal servroe more accurately than 

one model thana II no Incentive to abandon accuracy provided by the 

two jul t to have one !naccurate cost model 

·2· 
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On paa- 5 of Don Wood'• tntfmony, he atatn that Kentuc:ky and 

Lo ulalana have aelec:tld the HAl Model for unlver111l aarvlc:a 

funding. Pie ... c:ommenl 

11 11 tsue that the Kentuc:ky and Louisiana Commissions chose the HAl 

Model for unlvernl service funding. However, Mr. Wood falls to 

mention that while aeleding the HAl Model, both Convniul<lnl rejected 

the valuet propoted by the HAl sponaora for the signifiCant cost drivers 

In the model. F()( example, the Kentuc:ky C01111Tli$slon Order In 

Administrative Case No. 360 found that ·a om a of the lnpu1a that are 

used In the default veraion of the HAl Model are reasonable and 

ec:c:unrte. Othera will be changed to reflect the c:ondrtions In 

Kentucky ••• • (emphatls added). While choosing the HAl Model as the 

pl3tf()(m, the Kentucky Convnlssion chose HAl Model input values filed 

by the Georgetown Consulting Group on behalf of BeiJSouth at the 

most appropriate valuet fOf the significant c:oat dnvers. ThiS, of c:ourae 

radically changed the outpuls from those that wera yielded by the use 

of the Hatf.eld defauh Inputs. The Georgetown Conauhlng Group has 

also filed rabuttll tntmony in thll docket which discuases why the HAl 

Moders national default Inputs r;s proposed by AT&T and MCJ are 

Inappropriate. Examp!es of Geo:-getown Consulting Group's Input 

-3-
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values sele Cled by the Kentucky Commission m heu of the HAl default 

values are: 

Distribution Cable Investments. Fiber Feeder Investments. 

Copper Feeder Investments. Underground end Buried 

Excavatlon Coats. Aerial and Buried Drop Placement Costs. 

Outdoor Serving Area Interfaces lnvestmenls, Copper and Fiber 

Feoder FRI Fac:tora, Burled Cable Jacket Multiplier, Netwo/1< 

lnte1faoe Device Costa. Dlgilal Loop Carrier Costa. 

Furthermore, the Kentucky Commission adopted the HAl Modal w1lh 

the following footnote, 

"The Commission acknowledges that unlveraal service models 

wifl continue to evolve while the FCC continues to investigale 

cruc:lll aspectS ol model design and the model developers 

continue their wortt. Theref01e. the Commission may. In the 

future. reconsider Ita decision ol the model to be used • 

Thit Is certainly less than the ringing endorsement implied by Mr. 

Wood. 

The Louisiana Commiulon. in Docket U·20883 (Subdocket A) also 

selected the HAl Model as Its platform for determining universal service 

costs. Hc.wever. the CommJnlon not only rejected the HAl default 
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Input values fof aU of the aignifant cost dnvers. but then made 

"adJustments" to the output of the HAl Model even when used with the 

Commlaalon'a Input values. In other words, while on the surface 

"aeloeting"the HAl Model, the Louisiana Commission In reality did not 

accept the model's output even when used with lheit own Input values! 

Again, the "bottom line" result waa drasllcally different than what was 

advocated by the HatfMIId proponents In the case. 

Notaurprislngly. Mr. Wood does not nentJon that the BCPM 3.1 was 

selected over the HAl Model In two other stales In BeiiSoulh's region. 

North Carolina, In Its 4120198 Order. conduded that "the BCPM 3.1 is 

mora raaaonable, more accessible, and more appropriate than the 

Hatfield [HAl) Model for determining the forward-looking economic cost 

of providing unlveraal service In North Carolina." In Its May 6, 1998 

Order, the South Carolina Pt..bllc Service Commission stated: "after 

careful consideration of the evidence presented on this subject, the 

Commission condudes that BCPM 3.1's network design t. 11upenor to 

HM 5.0a'a" and edopted the BCPM 3.1 as the universal service model 

for that alate. 

Mr. Wolle apenda a grelit deal of tfme In hla testimony dlacuaalng 

tn. HAl OSP EngiMarfng Team. How dOH the proceaa utfllud by 
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thla tNm dltt.r from the prcK .. a Bell South utilized In ntabllahlng 

Input valu.? 

Bell&...rth'a BCPM 3.1 cost inpw are based on actual experience In 

terms of material pricea paid and a:tuallabor costs incurred by 

BeiiSouth. Theae actual costa hove beon projected forward, to Include 

adjustments for lnftatlon/deftatlon as well as productivity improvements, 

to reflect the forward-looking economic costs, of providing service to 

customers in BeiiSoulh'a Florida territory. While the HAl Model OSP 

Engineering Team CC!fUilnly hal a number of yea111 of experience, no 

one, regardless of ex:perience, can better estimate the costs or 

providing service In BeiiSouth'a territory In Florida than BeiiSoulh'a own 

englnee111 and BeiiSouth'a own actual cost records. Ar. Mr Welts 

admits on page 12 of hit testimony, "The input values to the HAl Model 

were derived directly from the judgment of the OSP Engineering 

Team: (emphasis added). In other words, the HAl input values are 

based on their team's op!nlona aato what oosts ahould be on c 

nb~onwlde basis In contrast to BeiiSouth's BCPM input values that 

reflect reaHvorld costa In Florida 

On page 19 of hla testimony, Mr. Wolla atatea that HAl national 

default OSP Input vslu .. produce raaulta approprlatl for Florida. 

Doyou111grH? 
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No. The Florida PubfJC Service Commission, along with other 

regulatory authorities In Be11Sou1h territory. a.re well aware that costs 

vary by state. For that reason. BeiiSouth typically files state-specifiC 

Ats In support of 18riff filings. A prime e.xample of this Is the Florida­

specific UNE costs filed by BoiiSouth. Varying only a few categories of 

the one thousand plus HAl Model national default user adjustable 

Input values will not produce Florida·SpecifJC results as Mr. Wells 

Implies. Speclfic:ally, AT&T hH only modified nabonal default HAI5.0a 

values In these Input categories: depreciation lives and ealvage, cost of 

money parameters. an End Office Traffic SenaiUve fraction input, and a 

regional labor adjuatment factor. On the other hand, BeiiSouth has 

input over 10,000 Bell5outh-speclfJC Input values into BCPM 3.1 which 

result In a cost that Is specific to BenSouth'a territory In Flonda 

Mr. Wolle recommanda tho usa of a "beat In cia .... approagh to 

Hlec:tlng Input valuaa In which a company would datermlno tho 

-benchmart(', or lo-t coet provider of a particular Item, and 

than emulate that company'a coate. It thla a realistic approach to 

developing cost lnpute? 

Abaolutely not. In reality. BenSouth awards master outside plant 

contracts for a partlc:ular geographic: area by evaluating the overall bid a 

submitted by outelde plant engineering contractors for that area. The 

contractor selected by BellSouth will be the one providing the beat 

overall contract proposal considering price, quality and ability to 
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1 provide the quantity needed by BeiiSouth In a llmely manner. On any 

2 given master contract, the selected contractor may not orrer the lowest 

3 price for each and fNery item In the contract, but does provide the best 

o4 overall value to BeUSouth. 

5 

e Mr. Wells' proposal can be looked at In two ways, neither ol which Is 

7 realistic. One way of looking at Mr. Wells' proposal would result In 

8 BeiiSouth worltlng with many, many different contractors on a alngle 

8 job. For example, BeUSouth would buy poles from one contractor who 

10 offers the best material price for a pole, and purchase installation of the 

11 pole& from another vendor who offers a better price on the labor to 

12 Install the pole. Every job would require coordination with multiple 

13 outside plant c:ontractora providing va~ parts of the job. The 

14 second way to Interpret Mr. Well's proposal is to erroneously 11aaume 

15 that the one contractor who wins the bid to provide services to 

18 BeliSouth in a given area will orrer the lowest price on every item of 

17 planl 

18 

18 Nem- option Ia edlb'nble. It is not realistJC to expect to be able to 

20 pick and choose the cheapest plant items among multiple contractors 

2t within a given geographic area. Neither is it reallstlc to expect to ever 

22 get one contractor to be the low cost provider on evury item olfered In a 

23 contract. Therefore, Mr. Wells' proposal of a "best In clau" approach 

24 to estabrJShlng Input value. ls not a realistic method tor determining 

25 coat el\/dy lnputa that ref16ct rail world, forward-looking costa. 
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1 0 (ay ... Wbite) Ka. Caldwell, you had no 

2 exhibita to your rebuttal teetU.O.ny, did you? 

J 
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J. 
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taataony? 

J. 

0 

A 

Correct. 

o~e you prepared a au .... ry of your 

Yea, I have. 

Would you ploaee qive tha t? 

Okay. Good 110rninq. The laat few dr.yo 

you've beard a lot about the tvo coat IIOdela that are 

bainq 1oolta<l at heres the BCPK and the HAl s.oa. 

Hy purpoae ia not to dbcuoe the aodole 

thoaaelvee, but rather to diecuee the ueer adjuatable 

inputa that wa put int~ thoeo •odela. So I •ako no 

comments about whether tho modele are correct i n any 

of their deaiqn aaeuaptione, but rather just 

concentrate on tho inpute. 

It you think about tho •odole, there are 

18 thouaande of inputs. You have all o! tho CBC data . 

19 you have household accounte, you have terrain data. 

20 That type data 1a pretty co-on in both aodola. 

2129 

21 Thoro's not a lot ot ditterencee there. If there aro, 

22 they're juet very minor. They're not biq drivers. 

2J Where you really eoo the difference in tho 

24 inpute is vbat you call the ueer adjuetab1e inpute. 

2~ Theee are thinqe euch ae your aatorial pricee, tho 



1 installation tor that material, your percent 

2 distribution to code, aerial, buried , underground ; 

3 your cable f i elds; things of that type. 

2130 

4 These i nputs are very i mportant because thoy 

5 allow the uae.r t o take a purely hypothe~icol 

6 theoretical design o f the network, which la what beth 

7 models do, and make it more roa l world or actual; 11ore 

8 costa that you would actual l y see and incur in that 

9 netl.-ork. 

10 And in looking at tll.at, you havo to conoldor 

11 the geographical area you work in and the territory, 

12 and we tirllly believe that the inputs should be 

13 territory spociticz not necessarily company spec ific, 

14 but territory. It I'm looking at coats aosocieted 

15 with tho BellSouth territory, we need to consider the 

16 costa th.ot are i n that territory. lf you're looking 

17 a t SprJnt, GTE, the aaall LECs, that would be the same 

18 tor them. 

19 So what we ere proposing is thot wo look at 

20 u&or adjustabl e inputs that oro Ool16outh-apooitio tor 

21 their territory . And the reason you vent to ueo 

22 BollSouth nuabere ia they a re indicative of tho type 

23 coste you woul d incur going to1~ard. 

24 BellSouth is e large corporation with many 

25 access linea in the state of Florida. We have 



1 significant diacounts on purchases tor material, tor 

2 our swi tches especially. Those type discounts are a 

3 result of being a large carrier. 

4 We're also efficient. We have been 

5 re<JUlotad by this Co-lesion tor yeora. We have 

6 abided by tba rulaa and re<JUlationa . We are an 

2131 

7 efficient provider in the states i n our ter r itory . So 

8 we feel that ' s the type user i nputs you should use. 

9 Another i mportant aspect or those usor 

10 inpute is that wo have engineers with o~perienco 

ll specific to this state. They know about tho Keys . 

12 They know about Miami. They know about tho different 

13 areas that BellSouth servos . So based upon that 

1• intoraation, it helps tha. to look a t the i nputs and 

15 soo i f they ore appropri ate tor i nputs into this 

16 10odel. 

17 And we have relied very heavily upon our 

18 notw~rk perconnol with t .hoir many years ot e~pericnce 

19 in the state, and they are qualified engineers . ~d 

20 ve have producod quality ta1ocoaaunicationa sorvicu 

21 t o r many yoara with tho result o r using those 

22 enqinaers. 

23 J'ust to givo you an idea ot tho nUIIber ot 

24 inputs we're talking about, the u.or adjust inputs is 

25 approximately 12,000 tor the BCPK . Out of tho 12,000 , 

n.c>UllA PUBLIC IIRVX~ COIOIII810. 



1 what S..llSouth did vas look at each one ot these 

2 inputo and deterwine whether or not we had 
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3 Florida-specific data or some type of company-specific 

4 data. In most cases, well over 90' of those nuabors 

5 we used were actually Florida-specific. 

6 But out of those 12,000, we determined that 

7 88' ot those we could identity and include 

8 Florida-specific, BellSouth-apecitic data for: and 

9 those are your major cost drivers . Out ot the others, 

10 we did use some dofault8. If we used a default, we 

ll •Jent to our network personnel, or it it happened in 

12 the purchasing area we woul d talk with them, but 

1J normally i t was in the network area. 

H We talked with our personnel to see it they 

15 felt those detaulte were reasonable, and it they did, 

16 we used tho defaults . so that would be tor 12,. 

17 There wore just a ha.ndtul, I think about 50, that we 

18 just went with tho deteults, but they're very minor. 

19 They 're i n tho area ot the -- like the terrain data, 

20 you would increase the coat by 1.2 due to the level or 

21 tho terrain. Those type inputs, those are not real 

22 significant cost drivers, eo w• felt we were okay with 

23 those . 

24 Tha ona thing -- I think that two points l 

25 want to m&ke about the particular inputs we used is 

J'LOJUDA l'VBLIC 81av%CJI COJOli88IOll 
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1 the following: You've heard several times that we use 

2 forward - looking -- that we did not use forward-looking 

3 data, that we've used embedded data. 

4 In soae cases BellSouth did start with 

5 accounting data off of our records, but that was only 

6 a starting point. In every case we adjusted that data 

7 to make it torvard-looking. 

8 In the area o! maintenance, we have 

9 recognized productivity changes. In tho area of 

10 expenses, we have recognized personnel decreases. 

11 During the last three to tour years, BollSouth han 

12 decreased personnel by 11, 300 eaployeen . That's a 

13 well-announced nuaber, and, as you know, in tact, in 

14 that area we have decreased to the point in t ho 

15 network area that in the state of Florida we are 

16 actually hiring technici ans again oo that we could 

17 have service. 

18 I think there's been some information in the 

19 paper about that. Florida i a not tho only otato. 

20 We're also looking at hirinq in Georgia . so we're 

21 actually in the process now of adding thoee 

22 technicians in soae areas where we need them. I think 

23 in a way you might could t h ink ot it as rebalancing 

24 the forces t o ceally get them where you need them. 

25 so I think it 's iaportant to realize you can 

FLOJliDJ. PUJILIC BBJtVICJI 001QU:88IO. 



1 start with an eabedded hiatorical nwaber as lonq you 

2 a4just it and still qat a forwar4-lookinq study. 
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3 The other point is we use •eater contracts 

4 in .. .,. state of Florida. we have 10. And we look at 

5 the ono.a that are vendor bid controcta. Tl.ay covor 10 

6 qooqraphical areas. The i•portant point of these 

7 contracts is, is those are competi t ive bids and thsy 

8 are the pricas BellSouth pays tor tronchinq, plowinq, 

9 placinq polas, thin9s o! that type. 

10 And when one o! thoso contracts is bid it is 

11 bl4 as a whole, and vendors know that when they come 

12 in and bid. In other words, i! we buy a polo !rom 

13 them, ~e're qoinq to buy installation trom them. And 

14 it is written i n tho contract that it an itea is in 

15 thoir contract, we cannot qo to someone else and buy 

16 it. That's in violation. 

17 The only thinq •.s, is it that job was to 

18 exceed a certain amount -- and in moot cases it's 

19 around $100,000 -- we could have a separate bid, but 

ZO in to1kinq with our notvork poroonnel, tha t doesn't 

21 moon I'm 90!09 to 9et a lower bid. Lt I'm placing 

22 cable in the K~ys across wetlands, it will even bo 

23 hlqher thon what' s i n tho aastor contract. And we 

24 filed da~a requeeta with network backlnq that 

25 intoraation up, and I think that's what's oiqniticant 

rLOJUD:t. PlJliLIC IIJIVXC11 C0)0CI 88ION 
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1 when we look at thia. 

2 When you look a t our user adjustable inputs, 

3 you need to look a t all ot them, not just take ono by 

4 iteelt and try to analyze it. It la the whole package 

5 you need to consider. 

6 I think that pretty well covers the high 

7 points of my user adjustable inputA. Tho one thing I 

8 would juat like to ask is that this Commission 

9 consider those inputs and conaider our aodel and rule 

10 upon our inputs A& the ones that should be used for 

11 the Bellsoutb territory. 

12 Thank you. 

13 k8. WXITBI He . Caldwell io available for 

14 crosa-exa.ination. 

15 caoaa B%aXIXATIO» 

16 ar a . az.aowa 

17 0 Good aorning, Ha. Caldwell . Rick Holaon 

18 repl~sonting HCI. 

19 A Good aorning. 

20 0 How ero you doing? 

21 A Juot tine. 

22 0 Would you agree that tho purpooo ot this 

23 proceeding ia to eatabliah t .ho forward-looking coat ot 

24 providing t:aaic local s e rvice? 

25 A Ye8. I think I aaid a little bit aore aa 
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1 in -- kind of liko in detail . It also looks at 

2 detoraini ng tho coat •odel to do that and thon the 

3 inputa to that ~ol to oatabliah it. 

Okay. And would you agree in doing all of 
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5 that the Comaiaeion ahou~dn't bo looking for the coot 

6 ot a particular carrier, but should bo looking for th~ 

7 forward-luokinq costa that would be incurred by an 

8 efficient carrier? 

9 Yea, I agree with that, and I think I said 

10 i n my summary tha t in that particular instance, l fool 

ll that i n the BollSouth territory our inputo provido 

1 2 that exactly what you nood. 

13 0 And would you agree with •• alao -- I 

14 believe you said in your au~ry that BollSouth was 

15 a -- you believed BallSouth was a l a rgo , efficient 

16 carrier. 

17 Would you agree with me that just because a 

18 carrier ie large doaan•t necessarily mean it ' s 

19 efficient? 

20 Oh, I would agroo that, but I think out· 

21 indication in our perfornance in quality of service 

22 haG by tar inaicatod wo aro an officiant provider. 

23 0 Ia it fair to ~ay that it 's your judgment 

24 that nobody could aorvo BallSouth'a territory •ora 

25 offioiently than BellSouth? 
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1 In looking at tho territory as a wholo , I 

2 think we would be the efficient provider. 

3 0 I believe you told us that in looking at the 

4 uaor adjustable inputs, that it you had specific 

5 Ph .l.da experience , then you usad BellSout., data; 

6 corract? 

1 " That io correct. 

8 0 And it you didn't have Plorida-spaciCic 

9 data , either in tho level or detail or in the format 

10 requU.d by tho aodel, tben you used tho default 

11 values that were eupplied by tho model; is that 

12 correct? 

13 Yeo; attar we had our network personnel 

14 rev iov thaa. 

15 0 Nov, when you bad that review done, your 

16 network poroonnol were obviously looking at things 

17 where you dtd not have spocitic data in tho model 

18 tonaat. 

19 

20 

In tho model t o raat; that•a correct. 

So is it tair to say that they had to 

21 exercise soae doqree ot engineering judqaent in 

22 determining whether they telt the inputs in the toraat 

23 required tor t ho model ware reasonable tor Florida and 

24 tor SallSouth? 

25 Yeo, I aqree that thoy u•ed their judqmont , 
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1 and I think I point out in my suaaary they do have a 

2 lot ot exparienca on which they base that judqmant. 

3 And you're relying for those inputs on tho 

4 judqaant ot your network anqineorinq people. Those 

s are n...ot inputa about which you have personal 

6 knowledge; is that correct? 

7 A In moat cases I would say that. In -- tor 

8 inst.anco, in soma ot the -- lot mo just qlvo you an 

9 oxomplo ot whore I would have had some personal 

10 lcnowled.ga . I ' m just looking at the contracts and tho 

11 material prices. 

12 In the digital loop carrier a.nvironmont we 

13 use the dataulta because we do not have the 

14 in~or1114t1on i n the toraat. BCPM requires a 

15 dittarant sizes ot syst~a1 a 24, a 48, a 96, a 192, 

16 and so torth. BellSouth does not deploy anything 

17 .aallor than a 96. So we stay with the defaults 

18 beca~se we didn'~ hav• the riqht format ot our input s , 

19 but we analyze, like the 96 system, and I was part of 

20 that anelyaie bacauae I do have the material prices 

21 and the physical maJcoup. 

22 0 Ms. Caldwell, I know we ' ve done this batoro. 

23 You're anticipating a l ot ot futur e questions. If you 

24 could answer the question• I ask, I think I will got 

25 to questions that allow you to say everything you want 
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1 to say thia morning. 

Okay. 2 

3 
" 
0 On tho other hand, do reel free to expand on 

4 an answer it you need to. 

5 And tor about SO ot tho dotou1t voluca, I 

6 bslieve you said BellSouth did not porto~ any sort or 

7 reasonablanaaa inquiry; is that correct? 

8 " Yea; after we determined they were noc 

9 significant coat drivers, too. 

10 0 

ll inputs? 

12 

13 

" 
0 

So there are how aAny t ottl uaer definable 

Approximately 12 , 000. 

So if lat wore reviewed by your engineoro, 

14 that's roug'bly 1400, give or talco? 

15 " Give or take. 

16 0 All right. Of those default values reviewed 

l7 by your enQineera, how many were modified or rejected? 

18 " They did not change any o f them. They 

19 etayo.! with tho defaults. 

20 Q And tho dotault valuoo in tho •odol woro 

21 basad on a aurvay, nationwide aurvey, ot i nLormation 

22 from incuabent LECa; is that correct? 

23 

24 
" 
0 

That'll I!IY Ullderetandinq. 

And you did not poraonally participate in 

25 the dovelopmnnt or those default values; is that 
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1 right? 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

That ia correct. 

0 To the extent that those values represent 

svorager ~f nationwide survey data, do you know if any 

ot the o~tlier intoraation waa diacardad boforo 

averages ware ca~culated? 

A No, I do not. I do not know how the data 

woo procesaed in the eurvey. 

0 So if we wanted to underatand how those 14 00 

default valu .. were developed, you're not the porson 

really to anawor tboaa questions in deta i l ? 

A That ia correct. 

0 Now, tor the sst ot the user definable 

inputs where BellSouth had ita own data and you did 

not r~y on the default value, did you •ake any 

co•pariaon ot the BellSouth numbers to the default 

values? 

No, I did not. If I had BellSouth data, I 

19 used BellSouth data. 

20 Q All right. So that in avery instance whoro 

21 you had to rely on default data, you found that it vae 

22 reas onable, but in every area where you had data of 

23 your own you ~de no sanity check , it you will, 

24 against the default data? 

25 That's right. 



l 

2 

3 

4 

5 

6 

7 

8 

0 You aantioned during your &UIIIUI ry tho t 

Bell South has a aeries of 10 aaater contracts, I 

believe. Is that correct? 

A That's correct. 

0 An.d aro thou -- those aro divided by 

geographic a.roa in Florida 1 1• that correct? 

A 

0 

Yes, they are. 

And o uater cont.ractor, it I understand 

9 correctly, does all of the small jobs in the 

10 territory, t or example, saall scale pole placements 
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11 and so forth, and gets eomo ot the large jobs; is that 

12 right? 

13 A I'a trying to thin~ -- I thin~ tho answer to 

14 that is yeo, but let •• juet be sure that I'• clear on 

15 that. There h a dollar limit, I thin~ I mentioned; 

16 like the $100 ,000. Ita job is leas than $100,000, 

17 then they' ro going to get that job. Thoro are a tow 

18 extreao exceptions . 

19 Th t,t. 1.'01 ld be li~e 11 ma j o r, I th i nk some 

20 O{ li lto tho major rood mov-. .. or uoml'th ing. Those 

21 do not always follow under that l imit. And ~omothing 

22 li~e that there uy be like a special bid, tiaing or 

23 eomot loinq on thO '- · 

24 So thoro are thoaft ~inuto caaoa, but in 

25 moot, I would eay 99' of the time they oro qoing to 



l qat all the aaall jobs and thon eoae portion ot the 

2 largo jobs. 

3 Q And will they gat some portion ot tho jobs 

4 oval 100,000? 

5 • Oh, yea. 

2142 

6 Q And do those contracta spell out which large 

7 

8 

9 

jobs the aaster contractor will qat and which onos 

BollSouth will put out tor bid? 

A Baaed on ay understanding, it does not. It 

LO just tho only thinq that I'• a~~re ot is the dollar 

ll aaount, which than leads it to the possibility ot 

12 bidding. 

13 Q So the price reflects -- tho price implicit 

14 in those ooncraoto retlacts a aix ot saoll and lorqe 

15 jobs, but does not retlect all ot the work that's dono 

16 in that qooqraphic territory? 

17 1. That is correct. 

18 Q Nov, the 10 qeoqraphic areas aron•t all tho 

19 seas eicez is that correct? 

20 1. That ia correct. 

21 Q And is it also talr to say that BollSouth's 

22 outside plant is not evenly distributed aaonqst those 

23 10 qeoqraphic areas. 

24 1. Yea, due to the qeoqraphic size and then tho 

25 density ot tho areas. 
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1 0 CAn you tell ut1 anything -- what ' a tho 

2 largest area, either in terliiJI of geoqraphy or dollar 

3 volu=e? 

4 I'm not going ~o be able to 4o that. I'll 
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5 just give ~ u an i4ea. Vou have the Dado County area, 

6 you have a aouth Dade, and then you have a north and 

7 central joine4 together. So that kind or gives you an 

8 14ea or how they're aet up, but i n ter=s of just 

9 na•ing which one woul4 be tho largest, I ca.n • t really 

10 do that. 

11 0 How, I understand that for purpose• of 

12 developing the inputs you took a simple average of the 

13 prices or tho 10 contraota: is that correct? 

14 A Yes, we did. That was a decision by tho 

15 network poroonnul . 

16 0 I'd like to aek you to aasu•e hypothetically 

17 that one contractor worlts in an area where the BCPH 

18 model would place 25\ or the ~otal amount or poles 

19 that are placed statewide in BollSouth's territory. 

20 As I undoretand your methodology, that 

21 contractor'• price tor pole placoaont, oven though 

22 he'd be inet.alling 25t of the poles, 90t only a lOt 

23 weight in deterainin9 the input price: is that ri9ht? 

24 A Yea , baeed on the simple average. 

25 0 Do you know what the vintage is ot these 
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1 maetor contracts; how old they oro? 

2 A No, I don't know the vintage. I do know --

3 I had looked a little bit into that attar a question 

4 in the depoaition I wasn't able to gat the datos. I 
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5 do know that the most curr ent one is tho Indian river. 

6 I don ' t know the vintage of it , but it is tho &oat 

7 current one that was b i d. 

8 Q so I taka it you don ' t know tho las t time 

9 that any of thaae contracts was bid? 

10 A NC>, jWJt the one that was tho moat current . 

11 They are continual - - the contract• are continually 

12 bid as they become ready -- r oach expiration. So it ' s 

13 a continuing proceas. I j ust don't know the dates on 

14 tbBJD. 

15 Q Well, are they continually bid, or in some 

16 cases is cont ract simply renewed with the exist i ng 

17 contract or without an additional bid? 

18 

19 

A 

Q 

In eome cases they would be renewed. 

Have you attempted to give any consldaration 

20 to how the master contract pricee mlght vary it tho 

21 contractor knew that he was going to qat 100' ot all 

22 the jobs in the area rather than juat a percentage ot 

23 the joba? 

24 

25 

A 

Q 

No, I have not . 

Let'a talk about a taw ot tho specif ic 
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1 inputs. I believe you indicated that - - well, let mo 

2 ask. Is outside plant mJ.x one of tho inputs in whi ch 

3 you relied on th.e BCPK default values rather than on 

~ Florid. •apecitic data? 
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5 A Yes, i t is. We did not have the data broken 

6 down by density zonae. We only had some data at a 

7 wire center level or s tatewide level. so it didn't 

8 have the toraat. 

9 Q All right. Could you turn to Page 181 ot 

10 your exhibit, Sx.bibit 73? 

ll COIIOa:IIJIORJl DBAIJOIII Which numbering system 

12 are you using, Kr. Kelson? 

13 a. Dt.I!OIIa Tille Bates stlllllp numbers on the 

14 bottom of tho page. 

15 Q (By Mr. MeleoD) It ' e a sheet entitled 

16 "BCPK Loop Coate Inputs," and at tho bottom or the 

17 page thoro ' s a section labeled "Indoor -- I don' t know 

18 whether it's "SAI" or "SAl". 

19 

20 

21 

A 

Q 

A 

SA!. 

can you tell me what an indoor SAl is? 

It stands tor eorvlng area interface. tt •s 

22 a point ot inter connection where the outside cablo 

23 comes into the building end connects to tho cable that 

24 t hen foods the working phones within that building: 

25 cross- connect point. 
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l Q And looking at the -- 4200 indicates a 

2 4200-pair serving area interface: is that correct? 

3 

4 

5 

6 

7 

8 

'l'hat•s correct . 

(I And BellSouth ' s total inetalled cost tor 

that serving a r ea interface as shown ovor the last 

colwan is $85,789; is that correct? 

A That'• correct. 

Q And ot that amount, the thirteen, six 

2146 

9 eighty-eight in tho firs~ column is the material cost; 

10 is that right? 

11 Correct. 

12 Q Focueing on the total cost ot 85,000 , can 

13 you provide any explanation for why that i s more than 

14 threo and a half timoe tho BCPM default value, which 

15 is also tho value used by GTE in thio proceeding, or 

16 why it's more than two and a quarter times the $37,000 

17 ~oat used by Sprint? 

18 A In terms of what the other companies used, 1 

19 cannot explain what they particularly included. I can 

20 only explain whet I hove included in my nUlllbors. 

21 And what 1 have picked up iB tho materiel 

22 price. And whe t you do is you buy these components in 

23 100•bl ock connecti ng blocks with the protectiono on 

24 them. So I have picked up the costs associated with, 

25 in this particular case, 4200 100 blocks, and that's 
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1 aaterial price from our cataloq tor that item. 

2 The other information includes the coat 

3 associated with the labor and tbo onqinoarinq that we 

4 ~o:ould incur in BellSouth aasociated with this . And 

5 that is what is included ln my nuabers. 

6 Q This essentially is a panel or a wall 

7 aounted rraao in the basement or a bulldinq whore 

8 vires coae in troa outside and connect to wires qoinq 

9 up in the buildinq; is that rlqht? 

10 That, I think, oversiaplitiea it. At a 

1l minilllum, vbat you're qolng to bave is you're going to 

12 have e piec.e ot cable that comes in rrom the outside. 

13 once it reaches the inside ot that building, lt hao 

l4 be tiro retardant cable. rroa that it goes to a 

15 connection point vhere we connect it to the outside 

16 cable to inside. That is a panel. From th4rt\ we 

17 jumper it over to another panel where it is 

18 cross-connected into the building. 

19 So you have several pieces or connect 

20 excuee ae 

21 excuee •• 

pointe or connection, and you have 

the cost ot all ot those jumpers, that 

22 connection, as voll as the connecting blocks with 

23 protection on i~. 

to 

24 And one ot the thinqa I think you aay eeo in 

25 our nu.t>ars u vo there le no coat in BCPH tor 
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11 entrance cable . We didn't include entrance cable, but 

2 we did include labor aaaociatod with that type ot 

J plac .. ent. So thoaa -- that would be something elsa 

4 

5 

6 

7 

8 

9 

10 

ll 

that you aae hera. 

Q Wall, to coaa bank to ay question, do you 

have any reason to believe theot a price which la three 

and a half tiaee the price used by CTE tor a similar 

SA.l, in teet, represents tho aoat efficient coat tor 

installing 4200-pair SAI? 

A I .n tenas or -- aa I said, I have no idea how 

CTE establiahed their numbers, and I've explained how 

12 ours are. It you look at our records, this is tho 

lJ coat we would incur. 

Q All riqht. TUrn, it you would, to Page 2J6 . 

15 I'd like to you look hare under the -- this is a shoot 

16 entitled "BCPK Manhole Inputs". Under the noraal 

17 manhole conduit per duct foot, we see a material coat 

18 ot a24 or which $2.22 gets assigned to telephone. 

19 00 you see that? 

20 

21 0 

Yes. 

DO you have any explanation tor why 

22 BollSouth'e cost of conduit is aore than three th1ea 

2J Sprint's coat of 7J conte or aora than one and a halt 

24 time• CTE'e coat ot a $1 .39? 

25 A 1 believe ay answer would bo the aaee thing 
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1 there. I don't know what th~y • ve put in their 

2 nulllllers. 

3 The 224 is a result of what is included in 

4 tho .aster contracts tor BallSouth. And this ill the 

5 one nullll ..r -- let me do point out this ie a r419ion 

6 nulllller tor condui t. There is not a eignifican~ amount 

7 of placeaent of conduit at this point i n time. So 

8 that is - - it ie, to the best of my knowledge, the 

9 only really true regional nulllller that we u.s9d . But 

10 that would be the number that we incur, and that's 

11 what we pay. I just don't know what they have in 

12 theirs. 

13 Q Well, you say you knOW what's in that nulllller 

l4 is simply the material cost of a 4-inch conduit; is 

15 that right? 

16 A That is correot , and that is taken directly 

17 from the contracts. That ' s wh't we pay. 

18 Q And that's what yuu belleve an efficient 

19 carrier would pay? 

20 I believe iC you look at oll oC the -- l9t 

21 me just answer yes first . And you have to consider 

22 that the aaster contract• cover multiple !tome. so 

23 all of •Y nuabers that -- whother it bo for a polo or 

24 if it be lor conduit or buried placement are a result 

25 of those contraots. 
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1 In some cases it aoy be lower, so~o cases it 

2 may be higher, but vhen you take it as a whole, ~~·ve 

3 covered the cost, and it would be competitively bid. 

4 so it's a real 9roblea vhon you just start looking at 

s one individual number and try and ana l yze it . It's 

6 the collection of numbers fro• the contracts that make 

7 it an efficient provider. 

8 0 Lot me ask you this: Have you dono any 

9 analysis of the whole collection ot Bel1South input 

10 numbers voraus the vhole collection ot Sprint or GTE 

11 input nuabora? 

12 A No, I have not. 

13 0 If you turn to Page 246 ot your exhibit BCPH 

14 DU: which I guue ie digital loop carrier - - and 

15 electronic inputs, thio is a place whore I believe you 

16 said during your euiUIAry that BollSouth uses default 

17 values because you don't normally place anything 

18 aaaller than a 96-line DU: eystem; is that right? 

19 A That's correct. 

20 Q And you do place tho larger DU: systems; is 

21 that right? 

...... 22 

23 

A 

0 And I beliuve -- ia it true th<lt tho reason 

24 you used the d~tault valuoe vas that since you didn't 

25 place anything smaller then 96, you felt it would be 
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l II approach. 

2 II Q Let's turn back to P~qe 180.1. And dot i s 

3 II telephone terminoloqy tor a little period. I learned 

4 II that in a prior lifetime. 

5 II COIOaiiiODI CLUXI Are you looking at 

611 another page? 

7 Q (BJ' Jlr, MeleoD) 180.1, which is entitled 

8 II " BCPM Loop Coats Inputa,"' and the top of the page is 

9 II "24-gaugu cable underground copper . " Are you wl t.h me 

10 II there? 

11 

12 

A 

Q 

Yoa. 

How, i n this situation I noticed that tho 

13 II price for the 25-pair coblo, the 18-pair cable, and 

14 II the 12-pair cable ie all the sa•o: is that correc t? 

15 

16 

A 

Q 

That ia correct. 

And this ia a situation which the aaallost 

17 II cable th.at BellSouth actually deploys in ita network 

18 II today is 25-pair; io that right? 

19 A Yeo. We do that tor inventoryinq and 

20 11 placement purposes. 

21 Q And tho BCPM model whon it aodala tho 

22 II network will place a 12-pair cable or an 18-pair cable 

23 II it that •a sufficient to serve the demand calculated by 

24 II the model: is that correct? 

25 A The aodal all~• that placeaont. That ia 
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0 

111 inapproprillte to use that hi'Jher price tor the SNller 

2 II syste.s, and also that you wanted the numbers to be on 

3 II a consistent basis, so you used the default values as 

4 II being both consistent andl covering the whole range ot 

511 sizu. 

6 II I apologize. That vas a coapl icatod 

7 II question. Do I need to ~o it again? 

811 A Well, what I got lost on, when you said the 

911 higher price back on-- that's what threw me. 

10 0 Okay ~ would you agree with me that i t would 

11 II be inappropriate to use the cost ot the saallest 

12 II systea that Bell uses, the 96-line syetam, as a 

lJ II surrogate t or tho smaller size OLea? 

14 A This particular scenar io I aqree with that 

1511 because or the way the BCPH models the number of 

16 II linea. You vould have such an excess capacity on that 

17 II 96, it would d istort the cost in this particular area. 

18 0 And !or that reason, since you did not have 

19 II BellSoutb actual costa tor the smaller units, you used 

2011 tho dotoult coats tor all or tho DLC aicoa? 

21 A That is corr~ct, bu~ attar we tested the 

22 II shea that we did have. Like we looked at the 192 and 

23 II the 672, and our nUllbers were reasonable. I thinlt in 

24 II most cases they wore actually a little bit higher, but 

25 II we stayed with tho detaul ts tor that consistency 
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l correct. 

2 Q And yet qiven the !act that you use th$ same 

3 input coat tor the 25-pair, 18-pair and 12-pair cablo, 

4 the USF cost calculation qota charqed with the coat of 

5 tho larqer 25-pair cable even wbere BCPM io deploying 

6 one ot the .. aller sizes; is that correct? 

7 a It would be based on tho 25, but tho real 

8 cost ot buryinq tho cable is the cost of placing it in 

9 the ground. It 's not the pair itoelt. So that's the 

10 reason we•ve cboaen this. 

11 Q And it ' s my understan~ing smaller size 

12 cables are available, SollSouth just doesn't use them 

13 today; is tbat right? 

14 Yes. I believe we stated it's easier to 

15 inventory, maintain and just place the 25 . 

16 OOIIXX88IOn• CLAJlJtl Easier or more 

17 etticient? 

18 

19 Q 

WX~II CALDWILLz Horo efficient. 

(BJ xr. Kelson) Now, i n the prior TSLRIC 

20 and TELRIC models that ware used to price ONEs, one of 

21 the inputa was a till !actor; ia that correct ? 

22 a Yes. 

23 Q could you detino, it you would, !or mo what 

24 a ti~l factor is ae it relates to distribution plant? 

25 A Tho till !actor is tho -- it you look at the 
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1 nuaber available poi~s and tho ~olationship to the 

2 wo~king poira. So you take tho wo~king pairs divided 

3 by the available, and that is you~ fill facto~. I n 

4 o~1er words, it you hod 100-pai~ cable and it hod a 

5 t ill taetor at ?Ot, that would aean 70 were working. 

6 0 And ia till facto~ synonymous with 

7 utilization tecto~, which I believe may be the term 

8 used in you~ toati.mony? 

9 

10 
" 
0 

Yea. 

And would you agree with me that the till 

11 !actor, or utilization !actor, i• a significant driver 

12 in deten:sining the cost of dint~ibution plant? 

13 " Yes, it ia. 

u 0 Nov, in BCPM, fill facto~ is not a specific 

15 aodel input; iB that riqht? 

16 " That ia correct. They uso somethinq called 

17 a cable sizing facto~. 

18 0 And it I understand what BollSouth did, you 

19 chose a cable sizi ng factor and a nuabor of linea po~ 

20 residential and business unit that would result, when 

21 tho model was finished pertorainq its colculotiona , 

22 with on output of a fil l factor that•a equal to tho 

23 fill facto~ BellSouth has in ita diat~ibution network 

24 today; i s that correct? 

Yea. Fo~ tho diat~ibution, we usod a numbo~ 
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1 ot linoa a t the -- each cus toaer prBAisas for your 

2 r e sidence of two, and t hen wa used a fill factor - -

3 excuse - a oable si:tinq fact or ot 100\ . So t hey 

4 work toqetbe r to produce tho d istribution fill. 

5 0 And what thay actuolly -- a nd what using 

2155 

6 those t wo n.\Diber11 p roduces is a utilization raotor of 

7 roug~ ty 40\ t or distribution ~able; is that correct? 

8 a We believe it • s aoaewhere in that particular 

9 neighborhood. The nu~r that we MVe i n our 

10 distribution plant is - - to the beat of my 

11 recollection is 4 1 ' tor distribution. 

12 

lJ 

14 

15 

16 

Q And your atteapt was to select inputs that 

got as close as possible to that 41\ as an output. 

that fair to say? 

a Yea. 

0 Now, BollSouth haa got about 6.4 aillion 

17 lines in florida today; is that correc t? 

18 A That sounds reasonable. l think that's 

19 about right. 

Is 

20 0 I think it's actually 6,444,000 that's used 

21 in the IIIOdel. 

22 ~ Could be. 

23 0 And just •o I can do the aath, r•a goi ng to 

24 r ound that down to 6 aillion, and I'• goinq to round 

25 your 41\ till factor dovn to 40\. 

J'LOiliDII l'UliLIC IIIJrfTCI COlOU8810 W 



2156 

1 That meana th.at in the network modal by 

2 BCPH, given the inputa that you used, there would bo 

3 about 6 JDillion working pair of dietribution cablo and 

4 a total of about 15 million pair of available cable, 

s which -ana there are 9 lllil1ion for spare" or qrovth, 

6 et cetera.. Did I do tho JDOth right? 

7 II. I ' d have to work through it, but that eounda 

8 fairly reasonable in tet'111B of in tho percentages. 

9 Subject to check, you calculated the math right. 

10 0 Okay. Well, lot's -- 15 llillion t ·otal. 

11 What's 40' of 15 llillion? 

H A (Pauae) Trouble getting tho zoroo etraight. 

13 0 It will be •illiona. ( Laughter) 

14 II. That's truo. It coaea back t o your 

15 6 11illion. I agree with you. 

16 0 Okay. And then 15 llillion total, loss 

17 6 million, leavea 9 •il1ion that or e aparea tor tuturo 

18 growth? 

19 

20 

II. 

Q 

Yes, I ag~ee with you on that. 

Now, if those roaulta ore used to calculate 

21 the amount ot universal service funding, then tor 

22 every working line in a high coat area, t ho tund would 

23 pick up the cUtterenca between aoae price or revenue 

24 benchaark on the o ne hand, and the coat on tho other 

25 hanc1 of two and a half pair of distribution cable; is 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 
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that correct? 

a That•a correct1 and ,it ahou1d, bacauaa tho 

tact that that ia the cost ot doing bueineaa. A 

dietribution plant 1e a!Eed at the 1e,·al it h becauaa 

as ot -- I think I 1ve probably talked about this in 

the UNE dooketa -- ia that it'a tho distribution to 

your hose. And vhen you aize that plant you do not 

want to 90 back into that neighborhood again and place 

it. 

The real cost is in the placing ot that 

cable, and ao that•a the reason the network ia built 

that way. It's a function or building tho network 

and, therefore, it's a coat ot tho notvork that should 

be included in univaraal aorvico tund. 

Q Ia it !air to aay that 8al1South hoe not 

16 presented in this proceeding any atudy or analyais to 

17 deaonatrate that a '0' distribution till !actor ia a 

18 t~rvard-looking !actor as oppoaod to a histori cal ono? 

19 A The only data we have -- oxcuao ao. Tho 

20 only data wo havo presented 111 wo tiled 11 rovhod data 

21 requoat that liated, I believe, two years• worth ot 

22 date, and then wi th the -- that ahowa what thio 

23 actually vhat•s occurring: and then o~ network 

24 peraonnel looked and said that ' • how they real it 

25 would qo forward. That's What's been filed into tho 

rLORIDA PUBLIC IIRVICI OOXMZIIlO» 



2158 

1 record. 

2 All right. Let me ask you -- I want to 

3 change we•vo been talking about various inputs that 

4 drive plant investment. 

5 I nov want to talk about the expense side 

6 tor juet n =oment. It you could turn to Pages 159 and 

7 160 of your e.xhibit. 

8 

9 

A 

0 

Okay. 

Now, looking on Page 159 in the lower 

10 right-band corne.r I eee a 9.136. oaos that indicate 

11 that every line baars a monthl)' expense or $9 . 137 

12 A Yea. When you -- I think that number 

13 actually gat s rounded to 9 . 14 whon it • o moved forward; 

l4 but yes. 

15 Q Now, one of the expanaea that ia figured 

16 i nto the cost ot each line is an amount tor 

17 uncollectible revenues; is that right? 

18 A Correct. 

19 0 An.d it we look on the next page, on Page 

20 160, we eeo that the total amount ot unoollec:tiblo 

21 rovenuee that ie allocated to baeic local eervice tor 

22 BellSouth Florida ia $98 million a year: i a that 

23 right? I ' A looking there on Line 11. 

24 A Yes. I ~~~• juat double-checking on tho --

25 my total. Just give me one minute, please. (Pauao) 
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1 Ycos. 

2 0 When we turn back to thco preceding page, to 

3 Page 159, we see that that translates to 32 cents per 

4 line per month; ia that right? 

5 

6 

A 

Q 

That ie correct. 

And eo hypothetically if BellSouth served 

7 1 million lines in high coat areas where it was going 

8 to be entitled to receive a check from tho universal 

9 service fund, it would receive an additional $320,000 

10 a month, or roughly 3.8 million a year, aa a result of 

11 including uncolloctibloa in the calculation of tho 

12 per-line ClOSt . Would you agree u ith that? 

13 " That is correct. And this is -- again, 

14 uncollectibles ie a cost of doinq businees and, 

15 therefore , it's a coat and it's just expressed hero on 

16 a per-line basis. 

17 Q Don 't you believe it would be more 

18 appropriate to reflect uncollectible& aa a reduction 

19 J n revenue rather than as an expense to be borne by 

20 universal service fund? 

21 No, I do not. I t's a cost or doing 

22 buainese. 

23 KR. KIL80W1 That ' s all I've qot. Thank 

24 you, Me. Caldwell. 

25 COXI(f88IOlmR nu.so•• Let me oak a quick 
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1 question. The amount of uncoll actibles, is that 

2 uncollectible& tor what type secvices? All services? 

3 WI'n0188 CALDDLL t Tb t s would be tor basic 

4 loct' service. We develop this nucber by taking a 

5 relationship between the basic l ocal exchange reve.nuee 

6 and then the total revenues. It works out to be -- on 

7 this page it shows that it ' s 61<. 

8 So we only took 6lt 0 1 total u·,,collectibles. 

9 So it ' s basic local exchange revenues . 

10 COXKI88IOMBR oa.so•• so you took a 

11 percentage ot total uncollectibl e& to the -- you 

12 compared total uncollectibles a nd the amount of 

13 revenue that's derived trom local service to get the 

14 percentage -- I ' m sorry. Explain to mo again how you 

15 did that. 

16 W'ITJIJI88 CALDDLL t Okay . It you look at the 

17 ARHIS data, it gives you your tocal revenues, 

18 operating revenues. And then wo took a relationship 

19 between basic local exchange reve nues and total 

20 operating revenueu, and that gave us the 61t. Then we 

21 apply that percentage to total uncollectible&. 

22 CG.IOil:IIS:tOOR o.a.eo•• l s that a reasonable 

23 aesumption? It seems like moat people would -- it 

24 they pay anything, they're probably going to pay their 

25 basic service eo they don ' t got terminated. 
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1 1f1:'1'111188 CJ.LDWJLLa Well, we baao that on the 

2 tact that the uncollectibles would (ollow the 

3 particular revenues, so basic local -- I moan, that 

4 vas our assuaption. 

5 OOXXIIIIOXIR craars Wall, what all is 

6 included in total revenue other than basic service? 

7 1f1:'1'111188 CAIJ)YILL a In this particular case 

8 it would be all the revenues that would come to BST. 

9 so that would be all ot your toll revenues as well as 

10 all ot your access ~venues. 

11 oowvx•axo ... naasoMa Are there any 

12 unrequlated eorvicee revenue included in total 

13 rovonuo? 

14 

15 

16 

17 

18 

19 

30 

1fit'DI8 CJ.LDWILLI No. 

MR. xaLSO• J If I could ask one follow-up. 

Q cay Mr. Melson) Wore ECS rovenuos and 

rovenuea tor vertical services counted as basic local 

service revenues in your calculation? 

Yes, they would be. 

OOMMT88IOJWa CLARKI Ms. caldwell, I would 

21 just like to ask, do you know what the till factor tor 

22 distribution pla.nt is tor the other coapanieo in 

23 Florida? Do you know what they've used? 

24 W%'1'111181 CJ.LDWJLL a I •m sorry. I don't. 

25 OOXXIIIIODn ct.aaJta Would you know what was 
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1 used in the Hatfield? 

2 WITW188 caLDWILLt On tho Hatfield I'm not 

3 going to know tho distribution. I know on our feeder 

4 wo•ro vary close because we used the -- wo actually 

5 used Hatfield to derive our effective till because 

6 BCPH does not produce that nu.llber for Ull. So wo know 

1 in the as tar as th.ey • re vary close on the foodor. 

8 I just do not rGtallber the distribution nu~r. 

9 CODX88IOWIR CLAJUtt on a feedor what would 

10 tho fill factor be? 

11 WITWIII CALDWILLt The ac t ual till foetor ie 

12 65.4' for the state of Florida. so you input into tho 

13 modal a cable sizing factor of about 71. 

CONXI88I OWIR CLla&t That number would be 

15 available for tho distribution plant; we could readily 

16 got that from tho Hatfield moJel? 

17 WI7IS88 caLDWWLLt I believe you could. 

\8 - - -

19 (Transcript continuos in sequence in 

20 Voluao 19.) 

21 

22 

23 

24 

25 
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