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Procedure and Section 364.381, Florida Statutes, appeal to the Florida Supreme
Court the Florida Public Service Commussion’s Orders No. PSC-02-1311-FOF-TP,
PSC-02-1311A-FOF-TP and No. PSC-02-1724-FOF-TP, rendered December 9,

2002, in Docket No. 990649A-TP, In re: Investigation into pricing of unbundled

network elements (BellSouth track). Those final orders require Appellants to

purchase unbundled network elements from BellSouth Teleconmunications, Inc.,
based on a cost model, inputs and assumptions that result in rates that violate the
federal Telecommunications Act of 1996 and its implementing regulations, that were
arbitrarily and capriciously determined without regard for the evidence before the
PSC, and that are otherwise contrary to law. Copies of the orders are attached
hereto as Exhibits A, B and C, respectively.

WorldCom hereby reserves for independent adjudication in federal court, as

provided by the holdings of England v. Louisiana State Board of Medical

Examiners, 375 U.S. 411 (1964), and its progeny, all federal questions raised m this
appeal. WorldCom informs the Court of the existence of its complaint containing
claims based on federal law filed November 19, 2001", in the United States District

Court for the Northern District of Florida, MC] WORLDCOM Conmimunications,

'Pursuant to the Scheduling Order issued November 13, 2002, in Case No 4.01¢v492-
SPM, WorldCom plans to amend its federal court Complaint as 1t deems appropriate to address
the issues addressed in these new orders of the Florida Public Service Commussion no later than
45 days after the December 9, 2002, rendition of these orders, that is by January 23, 2003

2.



Inc.., and MClmetro Access Transmission Services LLC v. BellSouth

Telecommunications. Inc.. et al., Case No. 4:01¢v492-SPM, in order to permit this
Court, to the extent it ultimately retains jurisdiction over this matter, to resolve
WorldCom’s state law claims in light of the pending federal claims, as required by
the holding in Government & Civic Employees Organizing Committee v. Windsor,
353 U.S. 365 (1957). WorldCom further informs the Court of the existence of
WorldComv’s related appeal in this Court from the PSC’s earlier orders on
unbundled network pricing (Case No. SC01-2576, filed November 19, 2001), which

appeal has been stayed by this Court pending disposition of the federal court

proceedings.

Respectfully submitted,
William Single, 1V /Carolyn S. lfaepple (FB No. 32@]42)
Jeffrey A. Rackow Hoppimg Green & Sams, P.A.
WorldCom, Inc. 123 South Calhoun Street
1133 19th Street, N.W. Tallahassee, FL 32301
Washington, DC 20036 (850) 222-7500

(202) 736-6096

Donald B. Vernlh, Jr.
Michael B. DeSanctis
Jenner & Block, LLC
601 13th Street, N.W.
Washington, DC 20005
(202) 637-6323
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USF Universal Service Fund

Verizon Formerly GTE Florida Incorporated
xXDSL "x* distinguishes various types of DSL
Z-Tel Z-Tel Communications, Inc.

BY THE COMMISSION:

CASE BACKGROUND

The Federal Telecommunications Act of 1996 (Act) made sweeping
changes to the regulation of telecommunications common carriers in
this country. The Act envisioned that firms would use one of three
entry strategies to enter the local exchange services market: (1)
resale of the incumbent’s services; (2) pure facilities-based
offerings, thus only requiring a competitor to interconnect with
the incumbent‘’s network; and (3) a hybrid invelving the leasing of
unbundled network elements (UNEs) of the incumbent’s network
facilities, typically in conjunction with network facilities owned
by the entrant.

The Act required that the FCC promulgate rules to implement
the resale, interconnection, and UNE requirements within six months
after passage of the Act. Therefore, the FCC's Local Competition
Order, FCC Order 96-325, released August 8, 1996, included in its
pricing rules Rule 51.507(f), which requires each state commission
to establish rate zones for UNEs, the deaveraging rule. That rule
states:

State commissions shall establish different
rates for elements in at least three defined
geographic areas within the state to reflect
geographic cost differences.

Since the establishment of the pricing rules, these rules have
been the subject of a number of court decisions and FCC actioms,
which have directly impacted this issue and its resolution.

Our proceeding was initiated on December 10, 1998, when a
grcup of carriers, collectively called the Competitive Carriers,
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filed their Petition of Competitive Carriers for Commission Action
to Support Local Competition in BellSocuth’s Service Territory.
Among other matters, the Competitive Carriers’ Petition asked that
we set deaveraged unbundled network element (UNE) rates.

On May 26, 1999, we issued COrder No. PSC-99-1078-PCO-TP,
granting in part and denying in part the Competitive Carriers’
petition. Specifically, we granted the request to copen a generic
UNE pricing docket for the three major incumbent local exchange
providers, BellSouth Telecommunications, Inc. (BellSouth), Sprint-
Florida, Incorporated (Sprint), and GTE Florida Incorporated
(GTEFL, now Verizon). Accordingly, Docket No. 990649-TP was opened
to address the deaveraged pricing of UNEs, as well as the pricing
of UNE combinations and nonrecurring charges.

On May 25, 2001, we issued our Final Order on Rates for
Unbundled Network Elements Provided by BellSouth (Phases I and II),
Order No. PSC-01-1181-FOF-TP. Within the Order, we addressed the
appropriate methodology, assumptions, and inputs for establishing
rates for unbundled network elements for BellSouth. We ordered
that the identified elements and subloop elements be unbundlied for
the purpose of setting prices, and that access to those subloop
elements shall be provided. We also determined that the inclusion
of non-recurring costs in recurring rates should be considered
where the regulting level of non-recurring charges would constitute
a barrier to entry. In addition, we defined xDSL-capable loops,
and found that a cost study addressing such loops may make
distinctions based upon loop length. We then set forth the UNE
rates, and held that they shall become effective when existing
interconnecticn agreements are amended to incorporate the approved
rates, and those agreements become effective.

Furthermore, we ordered BellSouth to refile, within 120 days
of the issuance of the Order, revisions to its cost study
addressing hybrid copper/fiber xDSL-capable loops, network
interface devices (NIDs), and cable engineering and installation.
The parties to the proceeding were alsoc ordered to refile within
120 days of the issuance of the Order, proposals addressing network
reliability and security concerns as they pertain to access to
subloop elements. Later, BellSouth determined, through proceedings
in other states, that changes were needed to the inputs for Daily
Usage Files (DUF) rates. As a vresult, that issue has been
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incorporated into this proceeding as well. This proceeding has
come to be referred to as “BellScuth’s 120-day filing.”

By Order No. PSC-01-2132-PCO-TP, this docket was divided into
sub-dockets in an effort to alleviate confusion between the
BellSouth track, Docket No. 99064%9A-TP, and the Sprint/Verizon
track, Docket No. 990649B-TP.

On March 11 and 12, 2002, we conducted an administrative
hearing to receive evidence regarding the issues addressed as part
of BellSouth’s 120-day filng. This Order addresses the resolution
of those issues.

I. LOOP COST STUDIES AND MODIFICATIONS

First, we have Dbeen asked to address whether or not
BellSouth’s 120-day filing comports with our directives as set
forth in Order No. PSC-01-1181-FOF-TP. The relevant language in
that decision which is germane to our consideration here is:

. . BellScuth shall be required to refile the BellSouth
Telecommunications Loop Model (BSTLM) within 120 days of
the issuance of this Order. As previously explained, the
revised model shall explicitly model all cable
engineering and installation placements and associated
structures. Thereafter, we shall consider whether it is
necessary to revisit and revise, on a prospective basis,
the loop rates we set in this proceeding. The refiling
shall include all BellSouth assumptions used in
developing the cable placements, the basis and source
data for the revised input values, and a clear
identification and listing of all input values.

Order No. PSC-01-1181-FQF-TP at pages 306-307. We directed
BellSouth not only to provide specific data and the assumptions
that underlie the data, but to clearly identify its input values
for the purposes of this proceeding.

A. COMPLIANCE WITH ORDER NO. PSC-01-1181-FOF-TP
AT&T/MCI witness Pitkin submitted in excess of 300 proposed

alternate input values for the BSTLM and identified the source for
these inputs as AT&T/MCI witness Donovan. Witness Donovan
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testified, however, that he did not address each input. Instead,
he offered work papers and documentation in support of 22 of these
inputs. Herein, we have considered the inputs prcocffered by AT&T as
they relate to the direction we specifically gave to BellSouth by
Order No. PSC-01-1181-FOF-TP.

1. ENGINEERING FACTOR

In its previous filings in this docket in August 2000, the
BellSouth Cost Calculator’s internal logic calculated engineering
as a loading on material. For its 120-day filing, BellSouth
modified the logic of the BSTLM to calculate engineering costs by
applying factors to the total non-engineering investment, according
to BellSouth witness Caldwell. To make its calculations for the
“bottoms-up” 120-day filing, witness Caldwell contends that
BellSouth relied on two sources for inputs: 1) outside plant
contractor costs; and 2) BellSouth’s outside plant construction
management system (OSPCM). Witness Caldwell explains that outside
plant contracts for each Florida district were reviewed for
specific work activities. BellSouth’s actual usage from its
contracts during 2000 became the basis for each activity in the
120-day filing. The OSPCM, which is used internally by BellSouth
to estimate job costs, provided source code data and assumptions
for splicing and placing time inputs, according to witness
Caldwell. The inputs used by BellSouth in its original 120-day
filing yielded two engineering factors, 27 percent for copper cable
accounts, and 35.7 percent for fiber accounts, according to witness
Caldwell.

The record reflects that at her deposition prior to hearing,
witness Caldwell was asked to produce the inputs from the 0SPCM
that were used to arrive at the engineering factors in the 120-day
filing as a late-filed deposition exhibit. This request
precipitated a revision by BellSouth to its 120-day filing. This
revision included changes to BellSouth’s engineering factors, as
well the following explanation of why the factors changed:

The engineering factors in the OSPCM were applied to
Telco labor plus contractor costs. The BSTLM, however,
was programmed to apply the factors to Telco labor,
contractor costs, and material costs. Thus, the
application of factors from BellSouth’s OSPCM resulted in
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an overstatement of the engineering costs for copper and
fiber cable accounts. In order to address this problem,
BellSouth has developed engineering factors based on
relationships between engineering costs and the total
non-engineering investments for each plant account.

BellSouth also acknowledged in response to discovery requests that
no documentation existed to substantiate the engineering factors in
the OSPCM that had formed the basis for BellSouth’s original
engineering factors.

Witness Caldwell has, however, provided the following
explanation of how BellSouth arrived at its final revisions to the
engineering factors after discarding its initial approach using the
OSPCM inputs, “Basically, we used 1998 RTAP data in which we looked
at each one of the individual accounts and looked at the
engineering dollars associated with that account.” The witness
further explains that BellScuth then took the RTAP data, which
comes from BellSouth’s Resource Tracking Analysis and Planning
database, and created a spreadsheet that calculated BellSouth’s
final engineering factors. The final revised engineering factors
range from 8.8 percent to 52.7 percent for copper cable accounts,
and from 7.9 percent to 25.1 percent for fiber cable accounts.

AT&T/MCI witness Donovan believes that in spite of BellSouth’s
changes to its calculation methods, the engineering factors fail to
accurately reflect forward-looking costs. He explains that:

BellSouth should have created an engineering cost that
correlates with technician labor. BellSouth has muddied
the waters by creating a factor that treats engineering
cost to be proportiocnal to labor costs plus material
costs. This inappropriately includes the cost of
materials in the allocation of engineering costs.
Engineers create Engineering Work Orders to instruct
technicians what to do. They do not create Engineering
Work Orders to instruct materials.

The remedy, witness Donovan maintains, is for BellSouth to further
modify the logic of the BSTLM to yield engineering costs that
reflect a direct correlation to internal direct labor and contract
direct 1labor, but eliminate material costs as a driver of
engineering allocations.
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The witness further contends that, ideally, engineering costs
should be broken down into three components: 1) one based on sheath
feet of cable or structure engineered, calculated on a “per feet
per day engineered” cost; 2) one for cable splicing on a “minutes
of engineering time per splice” basis; and 3) a third for groups of
copper or fiber pairs spliced on a “minutes of engineering per 300
pairs spliced” or "minutes of engineering time per 12 fibers
spliced.”

Witness Donovan also advocates establishing a ratio of
engineering to technician laber, which he refers to as a “span of
control.” Witness Donovan explains that he analyzed BellSouth’s
embedded data for the years 1997 through 2000 and found the ratio
of engineers to technicians varied depending on accounts. The
ratio was as low as one engineer to one technician in some
accounts, and as high as one engineer to roughly five technicians
in some accounts. According to witness Donovan, “The ratio of
1.1[sic] engineers per technician is absurd because such a ratio
would indicate that as much time was spent on the engineering and
paperwork as was spent on building a piece of outside plant.”

Witness Doncovan thus contends that we should direct BellSouth
to modify the BSTLM to reflect a 16.7 percent engineering to labor
ratio, which is the equivalent of having a “span of control” of one

engineer to six technicians. This ™“span of control” ratio
advocated by witness Donovan translates to an engineering to labor
percentage of 16.7 percent. If the 16.7 percent ratio of

engineering to labor were used in the BSTILM, according to witness
Donovan, BellSouth’s engineering factor input would range between
seven and 11 percent -- averaging 9.4 percent -- depending on the
account. Witness Donovan notes that his proposal is consistent
with the FCC’s finding in its Universal Service Final Inputs Order
FCC Order No. 99-304, CC Docket No. 96-45, which set the
engineering factor at 10 percent.

In response, BellSouth witness Caldwell argques that witness
Donovan's proposal to mandate an engineering-to-technician ratio of
1:6, “dismisses the actual data” and replaces the data with, “his
own personal judgment.”

Acknowledging witness Caldwell’s argument, AT&T/MCI witness
Donovan agrees that he has used his own personal experience as a
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partial basis for his “span of control” argument. However, he
maintains that:

. . . I know enough about how costs are accumulated
having done those studies on a corporate staff, albeit
with a different regional telephone company, to know that
there are miscellaneous costs frequently included in the
alleged cost data. 1 have looked at those numbers, they
seem unreasonable, and it is not outside my experience to
have investigated those in other companies only to find
out that the data is - may not be as granular as it could
be in loocking at span of control.

In other words, isolating exactly engineers’ labor costs
alone and exactly the technicians’ labor cost alone is
not always as clean as that when data is collected at the
macro level that this data was collected in.

BellSouth’s decision to use data from a single year for the purpose
of establishing engineering rates was incorrect, according to

witness Donovan. “Work must be planned by engineers, funding must
be secured, and detailed engineering must be completed even before
technicians begin work,” witness Donovan contends. “Therefore it

is unrealistic to assume that one year should be selected to
determine an appropriate ratio.” Instead, witness Donovan proposes
using data from 1997 through 2000 to establish an average that
weuld, “levelize those obvious year-to-year timing differences.”

DECISION

We begin by noting that BellSouth's witness Caldwell initially
recommended engineering factors drawn from a single year's
contractor data and inputs from the OSPCM. The OSPCM inputs were
not included as part of the initial filing with us. When witness
Caldwell was asked in deposition to provide the inputs, BellScuth
changed its calculation method to include RTAP data and admitted
that no documentation existed to substantiate the OSPCM inputs.
This gives us some concern as to the stability of BellSouth’'s
underlying analysis. An unstable premise may lead to an unstable
conclusion.

Furthermore, we share witness Donovan’s concern that reliance
on a single year’s data could potentially skew results. We also
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have difficulty reconciling witness Caldwell’s admission that
BellSouth’s engineering factors are linear 1loadings since we
specifically determined in Order No. PSC-01-1181-FOF-TP that such
factors generate questionable results when deaveraged rates are the
intended outcome because they preclude economies of scale. See
Order at p. 282.

However, AT&T/MCI witness Donovan’s “span of control” ratio of
one engineer for six technicians, regardless of the type of work
performed, appears to rest entirely on the witnesses’s own
experience. Furthermore, witness Donovan's proposal also appears
somewhat flawed. By calculating labor deollars in relationship to
engineering dollars without accounting for labor rates, witness
Donovan’s calculations could vyield inaccurate engineer-to-
technician ratios.

Based on the evidence presented, we have considered the
following options. The first option would be to accept BellSouth’s
engineering factors from its third revision to its 120-day filing.
Another option would be to accept the percentages proposed by
witness Donovan, and adjust these figures appropriately for
inflation. A third option would be to accept BellSouth witnesgs
caldwell'’s and AT&T/MCI witness Donovan’s respective methodologies
and split the difference between their values for each account. A
final option would be to order BellSouth to modify the logic of the
BSTIM to have engineering costs reflect a correlation to internal
direct labor and contract direct labor but exclude material costs.

The delays necessarily associated with the final option render
it unacceptable. As for the first three options, while each has
its own benefits, we find that the second option has the most
merit. BellSouth’s admission that 1ts engineering factors are
linear loadings renders their use inconsistent with our directive
in Order No. PSC-01-1181-FOF-TP. Further, BellSouth’s decision to
change its methodology for arriving at its engineering factors
midway through this phase of the proceeding creates an aura of
uncertainty about its premise and correspondingly, its conclusion.
Using the AT&T factors, adjusted for inflation, yields the
following engineering factors for fiber and cable accounts:

Poles 9.61%
Underground Metallic 7.51%
Aerial Cable Metallic-Bldg. Entrance Cakble B.61%
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Rerial Cable Metallic 7.37%
Buried Metallic Cable 10.46%
Intrabuilding Network Cable Metallic 7.94%
Underground Non-Metallic Cable 5.11%
Rerial Cable Fiber-Bldg Entrance Cable 9.30%
Aerial Non-Metallic Cable 7.24%
Buried Non-Metallic Cable 11.88%
Intrabuilding Network Cable Fiber 9.80%

Therefore, upon consideraticn, we hereby approve the engineering
factors identified above.

2. STRUCTURE COSTS
a. Miscellaneous Contractor Charge

The parties dispute the validity of applying a Miscellaneous
Contractor Charge, or closing factor, of 25.43 percent to each
function performed under the category of outside plant structure
costs. These functions include placement and restoration
operations necessitated by the placement of telecommunications
cable.

AT&T/MCI witness Donovan contends BellSouth’'s application of
the 25.43 percent Miscellaneous Contractor Charge is a “potpourri
of charges” for which BellSouth cculd find no other place in the
BSTLM-SC. As such, he contends that they should be exciuded from
every cable placement category. BellSouth witness Miiner counters
that the miscellaneous category includes legitimate costs that are
appropriate in a cost study designed to reflect the forward-looking
costs associated with placing cable.

BellSouth witness Milner does acknowledge that some of the
costs included in the miscellaneous category - use of a bulldozer
when plowing cable, as one example - would occur infrequently. He
explains:

If you need, if you need a police officer because you’'re
working in the middle of a street to direct traffic, if
the situation is that you've got to rent equipment like
chainsaws to remove brush or trees from the property
before you can begin the work. So it’s all sort of
incidental. The question becomes to what degree of
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granularity do you want to start accounting these things
such that you make sure they’re absolutely, absolutely in
the right bucket, if the net result is that the average
cost per foot reflects these costs anyway?

In that context, maintains witness Milner, BellSouth has
elected to spread the cost of all miscellaneous items evenly across
all cable placement categories. Witness Milner asserts that a
possible alternative would be for BellSouth to determine which of
the miscellaneous costs apply to each individual cable placement
category, and derive specific charges. Witnegs Milner believes
that if miscellaneous charges are specifically applied by placement
category, the result will be “individual placement types that are
more expensive because you took all of those costs and applied them
solely to that type of placement. But at the gross level the math,
you know, works out the same.”

AT&T/MCI witness Donovan did not address witness Milner’s
suggestion that the miscellaneous costs could be reallocated to
specific cable placement operations instead of being treated as a
percentage factor applied across all categories.

DECISION

We begin by assessing the following options: 1) acceptance of
BellSouth’s method of distributing and recovering miscellaneous
costs equally over all structure activities as proposed; 2)
acceptance of AT&T/MCI witness Donovan’s suggestion to disallow all
miscellaneous contractor charges; 3) requiring BellSouth to
segregate miscellaneous contractor costs and apportion the costs on
an activity-specific basis; 4) directing BellSouth to refile this
aspect of its cost study, making provisions to allow ALECs to book
contractors to perform certain functions and include all costs that
may arise from coordination activities; or 5) adopting a
miscellaneous contractor charge separate from that recommended by
BellSouth.

The first option 1is problematic because it appears to
contradict the purpose of this 120-day filing. As previously
noted, we sought in this phase of the proceeding to arrive at costs
that did not include linear loadings. While not precisely a linear
loading, the miscellaneous contractor charge applies a percentage
of costs to all structure activities, regardless of whether the
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activity generates the cost. By blurring the distinction between
cost causaticn and cost allocation, the practical effect of
applying a miscellaneous contractor charge in this manner appears
to be at least reminiscent of the application of a linear loading.

As for witness Donovan's suggestion that we disallow all
miscellaneous contractor charges, we are concerned that this would
result in non-recovery of legitimately incurred costs. Aside from
AT&T/MCI witness Donovan’s overarching assertion that these
miscellaneous contractor charges do ncot meet TELRIC, BellSouth’s
claim that the costs are legitimate is uncontested by evidence or
testimony of any ALEC witness. While BellSouth witness Milner did
concede that some costs booked to the miscellaneous contractor
charge category may be incurred infrequently, no ALEC witness
demonstrated these costs are not incurred.

The third option, which would group costs by type of
placement, provides an opportunity to more accurately determine
what costs should be associated with structure related activities
than is currently possible using BellSouth’s 120-day filing.
Unfortunately, however, the necessary level of detail to perform
such an analysis is not available in this record. Furthermore,
BellSouth witness Milner asserts that adopting this approach will
increase per-foot costs within some structure categories, and
decrease costs within others. Thus, the lack of record support and
the lack of clarity as to the impact preclude this option.

If we were to accept the fourth option, which is to allow
ALECs to contract independently for some of the services BellSouth
performs, we recognize that this would 1likely result in delay
because, as noted by BellSouth witness Milner, we would have to
conduct further proceedings to develop the costs of coordinating
activities between BellSouth and ALEC in order to meet the TELRIC
standard. We find this potential delay unacceptable.

The last option would involve the introduction of new cost
model inputs into the record. We are concerned this option would
also create unacceptable delay by necessitating further
proceedings.

We find it appropriate to delete the miscellaneocus contractor
charge. While the costs for which BellSouth seeks recovery through
the charge appear legitimate in some instances, it is BellSouth’s
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treatment of these costs that we believe is contrary to our clear
directive that the 120-day filing should be devoid of 1linear

loadings. The testimony of BellSouth witness Milner supports an
assumption that acceptance of BellSouth’s methodology is an
inherent acceptance of a linear loading factor. While it is

theoretically possible to separate contractor charges into specific
activity accounts, the record does not support such an analysis.
The potential for non-recovery of some costs is subordinate to our
instruction that distortions caused by the application of linear
loadings be avoided wherever possible.

We note that with the deletion of the 25.43 percent
miscellaneous contractor charge, input values to the model will be
reduced in a number of categories, including aerial pole material,
pole labor costs, buried excavation contract labor, and underground
excavation contract labor.

b. Aerial Structure

AT&T/MCI witness Donovan alleges that BellSouth’s use of an
average of 120 feet between poles in urban, suburban and rural
density zones does not pass what he describes as “the red-face
test.” 1In his deposition, witness Donovan described the “red-fact
test” accordingly:

What I mean by the red-face test is that it doesn’t pass
the common layman’s real-life observations about a
particular topic. It just doesn’t make sense, and
probably when presented with real evidence, real live
evidence in person before your own eyes, the author may
end up with a red face.

Witness Donovan further contends that a simple observation can
be performed by driving along a stretch of road where
telecommunication cable is attached to peles. Witness Donovan
explains that the observer should begin by setting the automobile
odometer at zero, and then should drive for one mile, counting the
number of poles. At the end of one mile, the number of linear feet
in one mile is divided by the number of poles counted to yield an
average distance.

Witness Donovan supplements his recommended observational
method by citing the FCC’s Final Inputs Order, which he asserts
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used the BellSouth Cost Proxy Model (BCPM), the Hatfield Model
(HAI), and the FCC’s own calculations to arrive at proposals in
§214 that distances between poles range from 150 feet to 250 feet.
Witness Donovan takes the distances cited by the FCC in each of
nine density zones, divides the aggregate number by nine, and
arrives at a figure of 184 feet between poles, which he advocates
that we use.

BellSouth witness Caldwell responds that witness Donovan’s
method of computing average distances between poles is not better
than making calculations utilizing actual data and should not be
accepted. Witness Caldwell acknowledges some spans vary, but
BellSouth’s 120-foot increment should be accepted:

Clearly, some span lengths may be 150, 200 or 250 feet
depending on the size cables carried on the span and a
host of other factors. However, there are also those
areas of the network - for example, a road intersection
with multiple cable routes intersecting - where there are
several poles at various corners of the intersection all
in close proximity to one another. While BellSouth
agrees it is a simple task to ride in one’s car for a
mile and count poles per mile, as Mr. Donovan suggests,
this is in no way superior to basing cost study inputs on
real data.

Regarding the FCC’s Final Inputs Order, witness Caldwell maintains,
“the facts clearly reveal that those other model default values are
understated.”

However, witness Donovan 1is also c¢ritical of BellSouth'’s
proposed linear-foot intervals for downguys and anchors, which are
used to stabilize pole lines. Witness Donovan maintains that, “In
my experience, downguys and anchors should be expected to occur
every 1,000 to 1,200 feet. In fact, developers of BellSouth’s
BSTLM agree with that, and included a default of 1,200-foot spans.”
Witness Donovan references page 72 of the BSTLM Methodology Manual
in support of his contention, which reads, in part:

The Investment Process calculates anchors, guys, and
poles cn a per foot basis. Per foot development assumes
an average span of 1200 feet to determine the number of
anchors and guys needed.



ORDER NO. PSC-02-1311-FOF-TP
DOCKET NOC. 99064SA-TP
PAGE 20

Witness Donovan further asserts that BellSouth’'s proposal to place
anchors and downguys every 500 feet is contrary to “common industry
knowledge.”

BellSouth witness Caldwell nevertheless counters that witness
Donovan's claim of a 1,200-foot default in the BSTILM is a
misperception. She explains:

BellSouth does not maintain records of the number of
anchors and guys used, so an approach to determine
average spacing similar to that taken for poles was not
possible. Furthermore, the 1,200 foot anchor and guy
spacing included as a filler in the BSTLM was never
modified or evaluated since BellSouth had no intention of
using that variable prior to ocur order for a bottoms-up
study.

BellSouth witness Stegeman elaborates con the use of the 1,200-foot
figure in the BSTLM cost methodology manual:

This distance has nothing to do with guy and anchor
spacing. Rather, the 1200-foot value is used to account
for the number of poles, including the end pole, on a
typical aerial span length; that is, if you have a 1200-
foot span with 150-foot spacing between poles, you need
9 poles, not 8, if you simply divide 1200 by 150.

DECISION

Upon consideration of the foregoing, we hereby adopt a
distance of 150 feet between pcoles in all density =zones.
BellSouth’s proposed 120-foot distance is less than the shortest
distance of 150-foot used by the FCC in any of its nine density
zones for Universal Service assumptions, rendering BellSouth's
proposal unacceptable. Witness Caldwell’s dismissal of the value
of all other cost models without supporting evidence or testimony
is difficult to wvalidate. ©Of similar concern to us is the fact
that witness Donovan’s observation method for pole placement
appears to be subject to probable inconsistencies. Furthermore, we
do not believe that it is compatible with any definition of TELRIC
compliance. However, witness Donovan’s use of substantive data
previously relied on by the FCC to establish pole placement
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distances for Universal Service purposes lends credibility to his
proposal.

Conversely, witness Donovan’'s proposal that we adopt 1,200
feet as a distance between downguys and anchors appears to be based
on a misunderstanding of material taken from the BSTIM cost
methodology manual. BellSouth witnesses Caldwell and Stegeman
argue the 1,200-foot value alluded to by witness Donovan is not a
default for anchor and downguy spacing but a hypothetical figure in
an example to calculate the number of poles in a span. Witness
Donovan offers nothing to dispute this assertion. Therefore, we
hereby adopt BellSouth’'s 500-foot value for downguys and anchors.

We also find it appropriate to require a reduction in the cost
of poles from BellSouth’s $300.16 to $239.31 based on our decision
to eliminate BellSouth'’s miscellaneous contractor charge of 25.43
percent.

c. Aerial Structure Contract Labor

AT&T/MCI witness Donovan contends BellSouth’s calculations for
aerial structure contract labor are flawed for two reasons. First,
witness Donovan alleges, BellSouth includes the cost of placing
power company poles without taking credit for the number of poles
placed. ™“Because the objective is tc determine the installed cost
per pole, it is inaccurate to divide the costs of installing two
poles (one telco pole + one power pole) by only a single (telco)
pole.” Second, witness Donovan alleges BellSouth includes costs
for placing “Carry-In” poles without taking credit for the number
of poles placed. These pole placements, witness Donovan believes,
“must be excluded to balance the numerator and the denominator.”
Witness Donovan's proposed resolution is to exclude from the BSTLM
calculations contractor line items that have pole placement costs
but no matching quantities of poles, which would result in a
reduction of $38.23 in 1labor costs for each pole placed.

BellSouth witness Kephart, whose testimony was adopted by
BellSouth witness Milner, argues that witness Donovan misinterprets
the contract data associated with pole placements. Witness Milner
maintains that the cost categories referenced by witness Donovan
are additional contract labor costs over and above standard pole-
placing costs. For example, the witness explains that the
additional costs to carry a pole into a location at the back of a
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property line prior to the actual placement of the pole is
accounted for as the “Carry-In” line item referred to by witness
Donovan. Witness Milner concludes, “These are additional costs
that are experienced in the real world, and will be experienced in
a forward-looking environment, and are correctly included as part
of the average cost of placing poles.”

AT&T/MCI witness Pitkin has provided an exhibit illustrating
a proposed reduction in the price for aerial poles from $300.16 to
$239.31. Witness Pitkin has not, however, provided any testimony
in support of his proposed reduction. Furthermore, AT&T/MCI
witness Donovan, upon whose analysis witness Pitkin has relied,
presents proffered no testimony cor exhibits supporting witness
Pitkin’s proposed reduction.

DECISION

Given the absence of any evidence to the contrary, we find
that labor costs shall be included for the aerial structure
categories in dispute. BellSouth'’s value, however, includes the
previously referenced 25.43 percent miscellaneous contractor
charge. This loading shall be deleted, and both aerial pole and
pole labor input values shall be appropriately reduced.

d. Buried Excavation Contract Labor

BellSouth witness Caldwell asserts that while the BSTLM input
tables were modified to permit the prices charged by contractors
for buried excavation to vary depending on the type of terrain, the
agreements between BellSouth and its outside contractors do not

differentiate prices by terrain type. “Therefore,” witness
Caldwell explains, “all excavation cost wvalues are the same
regardless of terrain type.” The witness continues:

Excavation costs were determined in the same manner as
the aerial structure contract labor costs. Contract
labor costs for buried excavation activitiegs were
obtained from actual outside contractor contracts in each
district in Florida. Each district contractor’s price
was weighted by the amount of usage in the district in
2000 tc arrive at a weighted average price per foot for
buried excavation in the state.
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AT&T/MCI witness Donovan, however, contests BellSouth witness
Caldwell’s assertion that buried excavation contract labor costs do
not vary in seven of the nine types of excavation BellSouth lists
in the BSTILM. According to witness Donovan, the BSTLM fails to
delineate costs for the following types of excavation: Trench &
Backfill, Backhcoe Trench, Hand Dig Trench, Cut & Restore Asphalt,
Cut & Restore Concrete, Cut & Restore Sod, and Plow Cable. Witness
Donovan explains, “BellSouth’s witness Caldwell claims that buried
excavation contract labor costs do not vary by type of excavation
because BellSouth’s agreements with its contractors do not vary
with terrain type. I believe this to be a misleading statement.”
Witness Donovan asserts that BellSouth purportedly allows
contractors to determine which of the seven types of excavation
will be used without direction from BellSouth engineers.

He explains:

During my career, in every instance of which I am aware,
a contractor hired to install cable was specifically
directed to install that cable in a particular mannexr, as
directed by the engineer. This allows the engineer to
specify the exact type of construction, and allows
economical use of much less expensive plowing where
appropriate.

In response, BellSouth witness Milner explains that within the
seven categories <challenged by witness Donovan, BellSouth
negotiates a single price:

The rate per foot is negotiated between BellSouth and,
and contractors. We describe the work that we want done,
we put a bid sheet out. Various contractors come back
and give us their prices for what they would do that unit
of work for. We agree to a contract, sign it. And then
when we have work, we place the work with those
contractors and the prices are those found in the
contract.

To this, witness Donovan counters that he does not argue that
BellSouth witness Caldwell'’s statements are “misleading,” but
rather,

My testimony says that I think that that is an
unreasonable or - I don‘t think it’'s the most cost-
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effective way to do the procurement function, having done
the procurement function myself, to mix a very low cost
with a much higher cost excavation method and not take
advantage of the extremely low cost of plowing cable.

Witness Donovan does not contest BellSouth’s assertion that plowing
cable is the predominant form of excavation used in rural areas of
Florida; in fact, witness Donovan describes BellSouth’s stated
ratio of 78 percent for plowing cable in rural zones “reasonable.”
What is unreasonable, according to the witness, is the combining
for cost purposes of relatively low cost cable placement methods,
such as plowing cable, with a more expensive type of placement,
such as backhoe trenching. Witness Donovan proposes a cable
plowing input of $0.80 per foot, while BellSouth proposes a
proprietary per-foot input that is several times greater than
witness Donovan’s proposal. Witness Donovan bases his input value
of $0.80 per foot on industry experience and the FCC’s Synthesis
Model, which he contends generated a $0.77 per-foot cost in rural
density zones.

DECISION

Based on the evidence and testimony presented, we have
considered the following cptions. First, we can accept BellSouth’s
proprietary single per-foot cost for all types of buried excavation
contract labor. Ancther option is to accept the discrete values
recommended by AT&T/MCI witness Pitkin in Exhibit 55. A third
option would be to adopt the BellSouth values with the exception of
plowing cable, for which witness Donovan offers supporting
documentation.

While we believe that BellSouth’s practice of merging high-
cost and low-cost forms of excavation for the purpose of procuring
contracts to perform buried excavation activities may not yield the
preferred level of detail desired in a cost study, there is no
evidence in the record to dispute that this is BellSouth'’s business
practice. Witness Donovan appears incredulous that each discrete
buried excavation activity contracted for by BellSocuth does not
have a separate per-foot negotiated price; however, he offers
nothing factual to usurp the existence of & “one-price-fits-all”
approach.
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AT&T/MCI witness Pitkin initially offered separate inputs for
each buried excavation activity which were subsequently modified,
but supplied no documentation to support his exhibits. Asked for
the source for the inputs, witness Pitkin cited AT&T/MCI witness
Donovan. AT&T/MCI witness Donovan was asked if his testimony
supported each input value in the exhibits submitted by witness
Pitkin, to which he responded, “I don’t discuss all the inputs in
my testimony, only some of them.”

Given the interval between the depositions on January 18,
2002, and the hearing in this phase of the proceeding on March 11,
2002, coupled with our clear indication of interest in the source
of inputs contrary to those proposed by BellSouth, we believe
witnesses Donovan and Pitkin had sufficient time to marshal
documentation in support of their input wvalues. The witnesses’
failure to corroborate their position leaves us little choice but
to give greater credence to BellSouth’s inputs and adopt them with
the exception of the $0.80 per-foot cost for plowing cable. 1In
theory, the per-foot cost for other forms of buried excavation
should be adjusted upward from BellScuth’s contract value; however,
we find there is no record evidence to calculate such an
adjustment.

Here again we note that the deletion of the miscellaneous
contractor charge of 25.43 percent will result in decreased input
values for a number of activities in this category.

e. Buried Splice Pits

On this point, AT&T/MCI witness Donovan asserts that BellSouth
spreads its contractor costs foxr buried splice pits across bore
buried cable and buried cable operaticns, which increases
BellSouth’s costs. Witness Donovan believes this method of
accounting for buried splice pits results in inequities for
competitors because, “Splice pits are not needed for normal buried
splicing operations because such splices are routinely placed in
above ground pedestal enclosures.” Witness Donovan contends that
since the costs of enclosures are included in BellSouth’s Exempt
Material Loading Factor, the buried splice pit contractor costs
should be excluded from the model.
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BellSouth witness Caldwell rejects witness Donovan’s premise
that the cost of buried splice pits should not be included. The
witness contends that:

First, the actual data, i.e., the 2000 contractor
activity in Florida, clearly shows that costs associated
with buried splice pits, including digging, shoring and
costs, do occur. Furthermore, if we were to accept Mr.
Donovan’s proposal that all buried splices should occur
above'ground in pedestals, he has not accounted for all
of the costs in his proposed inputs.

Costs associated with pedestals would include labor associated with
the placing of the pedestals, according to witness Caldwell.

DECISION

Witness Doncvan'’s contention that buried splice pit structures
are accounted for in the exempt material loading factor appears to
misinterpret BellSouth’s filing. The costs to which witness
Donovan refers in his testimony appear to be labor costs, not
material costs. As such, we believe AT&T/MCI witness Donovan’s
testimony on this issue cannot sustain the conclusion he advocates.
Thus, there shall be no adjustment to BellSouth’s costs in this
category.

f. Bore Buried Cable and
Push Pipe/Pull Cable

The BSTLM identifies two methods of excavation as unique cost
items, Bore Buried Cable and Push Pipe/Pull Cable. The record
reflects that boring necessary to bury cable involves use of a
drilling device to create subsurface channels through which cable
can be run in order to avoid disturbing surface structures, such as
roads. The latter cost category refers to the practice of pushing
a length of pipe between two points and pulling a telecommunication
cable through the pipe.

AT&T/MCI witness Donovan assails BellSouth’s per-foot cost for
Bore Buried Cable excavaticn, alleging BellSouth has included in
its calculations the price of steel, polyvinylchloride (PVC), non-
specific conduit and flexible pipe. Witness Donovan believes that,
“Costs for pipe should be excluded, because Boring Buried Cable
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does not normally use pipe.” The cost of any pipe should be
accounted for in the Push Pipe/Pull Cable category, according to
witness Donovan.

BellScuth witness Caldwell disagrees with witness Donovan's
assessment of the Bore Buried Cable category, contending
BellSouth’'s approach is based on actual contracts listing steel
pipe, PVC and flexible pipe as added costs in bidding agreements.
Because these pipe costs are actually incurred, witness Caldwell
asserts, they are loaded into the BSTLM. Witness Caldwell
explains:

This resulted in every foot ¢f boring assuming a fraction
of pipe costs (less than 25%). This is a reasonable and
factually based approach for identifying pipe costs. It
does not imply that every foot of boring requires pipe of
some sort.

Witness Caldwell also disagrees with witness Donovan’s
proposal that all pipe investment be included in the Push Pipe/Pull
Cable category. In response, she contends that:

Mr. Donovan prefers to identify the cost of the pipe in
the push pipe pull cable category, in reality ignoring
the contractual facts. In effect, Mr. Donovan's approach
is not based on fact and will result in inaccuracies.

DECISION

The zrecord offers clear alternatives on this issue.
BellSouth’s option is to assess costs for materials across both
categories, resulting in a lower per-foot cost for push pipe/pull
cable activities while raising the cost for bore buried cable
activities. AT&T/MCI witness Donovan believes the conduit
investment should be excluded from the bore buried cable category
because conduit is not used for bore buried cable activities.
Witness Donovan notes his proposal will more than gquadruple the
per-foot cost for push pipe/pull cable activity.

Witness Donovan’s point is well taken. While BellSouth may
structure its contracts to include conduit investment for both
activities, this practice appears to obscure the relationship
between cost causation and cost recovery. Nothing in the record
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contradicts witness Donovan’'s assertion that conduit is not
normally used for bore buried cable and BellSouth’s procurement
practices notwithstanding, competitive interests are not served by
attributing costs to activities where costs are not warranted.
Therefore, we find that conduit costs from the bore buried cable
category shall be excluded, and instead they shall be included in
the push-pipe/pull-cable category.

g. Buried Cable

Witness Donovan further believes the BSTLM improperly adds
investment to the buried cable category, which results in a higher
per-foot cost than is justifiable, based on his experience. In
confidential Hearing Exhibit 66, witness Donovan arrives at a per
foot cost that is $0.71 below that advocated by BellSouth. Witness
Donovan proposes the per-foot reduction by eliminating the
inclusion of conduit, concrete handholds and “other inappropriate
costs.” Witness Donovan contends the only appropriate costs in
this category should be those necessary to place the cable, which
forms the basis of his calculations.

BellSouth witness Milner responds, “The costs he (Witness
Donovan) refers to are legitimate costs associated with burying
cable, thus are correctly included in BellSouth’'s study. Those
real costs of burying cable include such things as disposal costs
of trench aggregate, placing additional cables in the same trench,
etc.”

DECISION

We found testimony on this issue to be limited, and BellSouth
witness Milner does not provide a detailed response to witness
Donovan’'s specific proposals as to which investments should be
excluded for the buried cable placement category. Witness Donovan
is persuasive in his argument that the appropriate method of
arriving at a per-foot cost for placing buried cable is to include
only those costs that can be specifically identified with the
activity, and divide the costs by the number of linear feet of
cable placed. In the absence of detailed rebuttal from BellSouth
witnesses, we adopt witness Donovan’s proposal and reduce the per-
foot rate of placing buried cable by $0.71.
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h. Underground Excavation Contract Labor

According to BellSouth witness Caldwell, the BSTLM input
tables were modified to allow contractor underground excavation
prices to vary contingent on terrain type. The witness notes,
however, that contracts between BellSouth and its outside
contractors do not differentiate by terrain type, similar to buried
excavation contract labor.

To derive the figures in the BSTLM, witness Caldwell explains
that:

Contractor labor costs for underground excavation
activities were obtained from actual outside contractor
contracts in each district in Florida. Each district
contractor’'s price was weighted by the amount of usage in
the district in 2000 to calculate a weighted average
price per foot for underground excavation in the state.

Witness Donovan emphasizes, however, that BellSouth assumes
eight types of underground excavation labor: 1) Rocky Trench; 2)
Trench and Backfill; 3) Backhoe Trench; 4) Hand Dig Trench; 5} Cut
& Restore Asphalt; 6) Cut & Restore Concrete; 7) Cut & Restore Sod;
and 8) Bore Underground Cable. For Florida, the BSTLM assumes zero
percentage occurrence for rocky trench excavation. Witness Donovan
ie nevertheless critical of BellSouth’s methodology in arriving at
a per-foot cost for the remaining seven categories of underground
excavation, because BellSouth includes the cost to bore underground
cable, which he alleges is a rarely used, high-cost activity.
Witness Donovan contends:

BellSouth’s overall combined weighted input costs for
underground conduit placing per foot vary significantly
between Rural, Suburban, and Urban density zcnes. One
might ask, if excavation costs are the same regardless of
the excavation methed, then why are the costs by density
zone not the same? The answer is simple. BellSouth
inappropriately used an extremely high Bore Underground
Cable Cost, and then applied varying percentages of use
by density zone as a “fudge-factor” to make the cost per
density zone vary.
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Using BellSouth proprietary data, witness Donovan ccntends the
frequency of use of Bore Underground Cable by BellScuth is less
than one half of one percent (0.47%) on a linear foot basis.
Witness Donovan alleges, however, that BellSouth allocates this
“rare, and extremely high cost type of construction” as 2.67
percent in rural zones, 5.75 percent in suburban zones, and 12.5
percent in urban zones. Witness Donovan concludes, “I recommend
adjusting these BSTLM input percentages, based on underground route
feet produced by [the] BSTLM, to result in an overall average of
0.47%, but varying density zone based on sheath feet differences.”
It is mnoteworthy that neither BellScuth witness Caldwell nor
witness Milner directly address AT&T/MCI witness Donovan’s
criticisms of the allocation of Bore Underground Cable percentages.

Witness Donovan also advocates reallocating restoration costs
for asphalt, concrete and sod to the appropriate underground
excavation categories instead of spreading the cost of all three
across all categories of excavation. To this, BellSouth witness
Caldwell responds, “Rather than argue about subject matter expert
based estimates in the BSTLM of how often these restoration costs
actually occur, BellSouth chose to spread these costs out over
buried cable placements, underground placements, buried boring and
underground boring to develop the average placement costs based
upon what actually occurred in Florida.”

DECISION

Work papers submitted by BellSouth in this proceeding support
witness Donovan’s conclusion that the occurrence of the activity
labeled Bore Underground Cable is negligible in Florida.
Conversely, BellSouth’s tables show the percentage of activity
attributed to Bore Underground Cable as indicated by witness
Donovan for rural, suburban and urban density zones. No BellSouth
witness addresses this apparent incongruity and the matter is not
addressed in BellSouth’s brief. By omission, whether intentional
or inadvertent, the available evidence favors witness Donovan’s
position. We find it appropriate to adopt witness Donovan’s
proposal on this point, and the appropriate inputs for Bore Cable.

Conversely, we decline to adopt witness Donovan’s proposal to
reapportion restoration costs in the model. While there may be
merit in witness Donovan’s proposal, outstanding gquestions
regarding implementation give us pause. Witness Donovan purports
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to demonstrate how he achieves per-foot reductions in the removal
and restoration of concrete, asphalt and sod, but does not offer an
explanation of his methodology. Witness Donovan also fails to
address the frequency with which he believes these activities may
occur, leaving us in a position of accepting BellSouth’s inputs or
AT&T/MCI witness Donovan’s incomplete analysis. Upon
consideration, we adopt BellSouth’s inputs £for all other
categories. However, here again we note that the elimination of
BellSouth’s 25.43 percent miscellaneous contractor charge, reduces
input values in this category. 1In addition, a reduction in the
loading for conduit material, as explained in detail in the ensuing
decision is appropriate, based on the reducticn in engineering
factors. The reduction in the loading for conduit material will
further decrease the input values in this category.

i. Conduit Material

AT&T/MCI witness Donovan alleges BellSouth’s methodology for
arriving at a per-foot cost for conduit material is flawed by the
application of a 40 percent loading factor, which he argues
artificially inflates BellSouth’s price. BellSouth witness
Caldwell counters that the 40 percent loading factor is actually a
conservative estimate of BellSouth’s costs which, if averaged over
a three-year period from 1998 to 2000, would result in a loading
factor of 49 percent.

Witness Caldwell believes the loading on conduit material is
appropriate, because it properly captures miscellaneous material
costs incurred for the material. These costs, according to witness
Caldwell, include engineering (28 percent of the 40 percent loading
factor), exempt material (eight percent ¢f the 40 percent loading
factor), and other costs, including plant labor, supply expense,
contract labor, right of way and interest during construction {(four
percent of the 40 percent 1loading factor). Witness <Caldwell
explains:

The costs identified here are not included in the bill
from the contractor. Specifically, this factor excludes
exempt material, supply expense, engineering and other
miscellaneous costs that are considered in the conduit
account. Mr. Donovan says exempt material should be
excluded from the account: however, he is incorrect.
Documents we filed associated with the cost study clearly
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indicate the exempt material dollars are charged against
the conduit account and in fact make up 8 percent of the
1998 factor. Again, these are real dellars incurred by
BellSouth that BellSouth should be allowed to recover.

Witness Donovan, however, disputes the wvalidity of the 40
percent 1loading factor, and instead advocates a reduction of
BellSouth’s engineering factor, as well as the elimination of the
exempt material input. Witness Donovan believes that based on
industry experience, the appropriate engineering factor for conduit
material should be 12 percent, not BellSouth's proposed 28 percent.
As far as exempt material, witness Donovan explains, “There are no
exempt materials that are added to plain white pipe. A pipe is a

pipe, and such things as nuts and bolts do not apply.” Witness
Donovan does not advocate changing the four per cent input for
other materials. Reducing BellScuth's loading factor from 40

percent to 16 percent would result in a reduction of BellSouth'’s
proprietary per-foot cost by $1.11, according to AT&T/MCI witness
Donovan.

DECISION

Based upon the evidence and testimony presented, we have
considered the following options regarding the appropriate loading
for conduit. BellSouth witness Caldwell proposes a 40 percent
loading, while witness Donovan proposes 16 percent. Another
alternative is to adopt engineering factor of 6.313 pexrcent, which
is an average of our proposed engineering factors for underground
copper cable and fiber discussed previously in this Order. We find
an average of the two to be appropriate because the available data
do not support a distribution of conduit between copper and fiber
cable on this issue. There is no dispute between the witnesses on
the wviability of four percent lcading for other costs, and we
therefore retain this figure, bringing the alternative loading up
to 10.313 percent. This leaves the extent to which exempt material
should be included, if at all, in this loading. The testimony on
the appropriateness of including exempt material in this lcading
leaves us disinclined tc exclude recovery completely. However,
BellSouth has done little to inspire confidence that the 11 percent
historical figure or eight percent figure proposed for exempt
material in this locading relates directly to conduit. Given the
ambivalence surrounding the inclusion of an exempt material factor
in this loading, a compromise is appropriate. Therefore, BellSouth
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shall be allowed to include a 5.5 percent exempt material factor in
its conduit loading, which is half of the four-year historical
average of 11 percent. The 5.5 percent, added to the existing
10.313 percent results in a loading of 15.813 percent, which we
find appropriate and hereby adopt.

j. Buried Restoration

BellSouth 1labels the activities necessary to restore the
ground surface in the wake of underground cable placement, “Buried
Restoration.” BellSouth provided exhibits that demonstrate these
activities may include the replacement of asphalt, concrete, gravel
or dirt, reseeding or other necessary restoration operations.

Rejecting the notion that these activities are, in fact,
properly addressed in the BSTLM, AT&T/MCI witness Donovan first
contends that BellSouth has erred in its application of buried
restoration activities by aggregating the costs of the activities
and spreading them over all structure accounts related to buried
cable placement. Witness Donovan finds this approach problematic
because, he maintains, “. . . performing Boring Cable operations is
done tc avoid the need to cut and restore the ground surface;
therefore, surface restoration costs are inappropriate for Boring
Cable. Plowing Cable also requires no surface restoration
activities.”

Second, witness Donovan contends, BRellSouth distributes the
cost of splice pits over bore cable and buried cable placement
accounts. This is inappropriate, according to the witness,
because splices for buried cable are normally contained in above
ground pedestal enclosures, and the material costs for these
enclosures are included in the Exempt Material Loading Factor. He
further contends that the labor is already included in the category
of splicing labor.

Finally, witness Donovan contends that BellSouth assesses the
cost of furnishing and placing varicus diameter corrugated pipe on
all placement accounts, which he believes is inappropriate because,
"By definition, buried cable involves cable in contact with dirt,
not pipe.”
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BellSouth witness Caldwell counters by noting that:

While Mr. Donovan seems tc agree these restoration costs
are appropriate costs to include in the bottoms-up study,
he appears to disagree with the manner in which BellSouth
has spread those costs over buried cable placement and
boring costs.

Witness Caldwell then explains that BellSouth chose to spread the
buried restoration costs over all accounts to derive the most
accurate per foot cost for restoration on a Florida-specific basis.
Witness Caldwell further cautions that if witness Donovan’s
approach is approved by us and restoration costs are allocated
directly to specific operations, a reduction in per-foot costs will
result in some operations, while an increase in costs will occur in
others.

Witness Donovan does, however, recognize that his proposal may
result in increased costs in certain categories. Neverthelesgs, he
notes, "But I believe this is the more appropriate way of
allocating costs into the correct categories. I just think it’s
the right thing to do.”

DECISION

As noted in our decision on the issue of underground
excavation contract labor, the concept advocated by witness Donovan
has walidity, but his analysis does not achieve a level of
completeness that allows a thorough evaluation of his conclusions
and proposed implementation. While BellSouth’s method of
distributing restoration costs acrcss all buried cable and bore
cable activities may admittedly create some blurring of
distinctions between cost causation and cost recovery, we believe
the parties have provided limited opportunities for resolution on
this issue. Thus, no changeg shall be made on this issue.

k. Manholes
BellSouth witness Caldwell asserts that costs for

manholes/underground structures, in which telecommunications cables
may be spliced and transmission equipment located, are based on
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actual outside contractor contract costs.? Witness Caldwell
explains that each district contractor’s price was weighted by the
amount of usage in the respective district in 2000 to arrive at a
weighted average price for furnishing and installing conduit in
manholes in Florida. Because contractors charge BellSouth for
placing manholes on a per cubic foot basis, the BSTLM inputs for
manholes were based on the total cubic feet of the different sizes.

We note that in BellSouth’s revised 120-day filing, revisions
were made that affected the development of manhole costs. In a
letter accompanying its third revision of the 120-day filing,
counsel for BellSouth explained that BellSouth had neglected to
apply certain loadings to Type 1 (less than 351 cubic feet) and
Type 2 (greater than 351 cubic feet) manholes. The application of
the miscellaneous leoading {(25.43 percent) and material loading (40
percent) factors increased the per-cubic-foot cost of a Type 1
manhole from BellSouth’s contracted cost of $48.06 to $84.39 and
increased the per-cubic-foot cost of a Type 2 manhole from $16.90
to $29.68.

In response, AT&T/MCI witness Donovan calls into guestion
BellSouth’'s methods c©f arriving at a per-cubic-foot cost for
manholes. First, witness Donovan contends that BellSouth’s sample
size consists of seven manholes, one of which is an “exceptionally
high-cost Type-A manhole that is almost 3 times the cost of the
other 6 manholes in the sample.” Witness Donovan advocates the
exclusion of the Type-A manhole for calculating the cubic-foot
cost.

Second, witness Donovan contends that BellSouth attempts to
inflate the cost of manhole covers and colliars by distributing the
costs of 207 manholes and collars over the seven manholes in its
sample. This mismatch between numerator and denominator results in
the allocation of 30 manhole covers for each manhole in the sample,
according to witness Dconovan. The witness maintains that
BellSouth’s methodoclogy of calculating manhole cover and collar
costs is flawed, because covers and collars do not change in size
in relationship to the size of the manhole, retaining the same 30-
inch diameter regardless of the size of the manhole beneath.

'Also referred to by witnesses as “vaults.”
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In addition, witness Donovan argues that BellSouth
underestimates the capacity of manholes to handle conduit, leading
BellSouth to gravitate unnecessarily to larger structures, which,
when costs are calculated on the basis of cubic footage, results in
inflated prices to ALECs. The witness asserts that, “BellSouth
claims that its smallest manhole is 4 feet wide by 3 feet deep by
6 feet long (72 cubic-feet).” Referring to Hearing Exhibit 68,
witness Donovan contends that a 72 cubic-foot manhole can support
four cables and retain space for additional cables, and that even
smaller vaults (52.5 cubic feet) can accommodate four cables.
Witness Donovan attached drawings from two vendors purporting to
demonstrate that underground vaults of less than 100 cubic feet are
capable of accommodating up to 12 cables, compared with the BSTLM’s
use of a 504-cubic-foot manhole to accommodate 12 cables.

Furthermore, witness Donovan argues that BellSouth’s final
cubic foot costs are unsupported by cost data. He believes that
BellSouth also “fails the test of logic” in proposing that the
installed price of a 224 cubic-foot manhole is $19,337.15, even
though the installed price of a 503 cubic-foot manhole is
$15,330.54. Witness Donovan also dismisses BRellSouth’s addition of
its 25.43 percent miscellaneous factor and its addition of a 40
percent material loading as a “grab-bag of alleged contractor items
that have nothing to do with manholes, and certainly nothing to do
with manhole covers.”

Finally, witness Donovan alleges that BellSouth’s 40 percent
loading factor includes exempt material costs that include manhole
covers and collars. What this means, according to witness Donovan,
is that:

BellSouth should not be allcowed to recover the costs of
manholes covers and collars through its exempt material
loading factors and alsco include the cost of that
material directly in its computation of total manhole
costs.

Witness Donovan proposes recalculating the costs of manholes,
collars, and covers as follows:

{1) retain the BSTIM’s use of 72-cubic-foot manholes with
4-cable capacity for all existing applications in the
model inveolving the use of four cables;
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(2) replace all 224-cubic-foot manholes housing four
cables with 72-cubic-foot manhocles with 4-cable capacity;

(3) replace all 703-cubic-foot manholes housing five
cables with 5-cable capacity 224-cubic-foot manholes;

(4) compute the cost of one manhole cover and collar for
each manhole based on contractor data; and

(5) eliminate manhole cover and collar costs that are
based on the cubic footage of the manhole.

Witness Donovan’s proposals produce a per-cubic-foot cost of
$16.90, regardless of size, and a flat rate of $246.48 for manhole
covers.

At hearing, BellSouth witness Caldwell appeared to confirm
witness Donovan’s observation that the size of manhole covers does
not change based on the size of the subsurface vault. Responding
to a question as to whether the size of a manhole collar and the
manhole cover depend upon the size of the manhole itself, the
witness acknowledged that

I don’t believe the actual cover does. You <an have
different heights of collars. But the way the input that
we input into the model we just used the one collar cost
that is associated here.

Likewise, witness Caldwell appears to acknowledge flaws in the cost
development methodology for manholes and manhole cover costs. 1In
responding to witness Donovan’s statement that BellSouth
distributed the costs of 207 manhole covers and collars over 7
installed manholes, witness Caldwell concedes that witness Donovan
is “mathematically correct,” but further contends that:

. one must consider that it was BellSouth’s aim in
the input development to create simple, understandable,

and supportable inputs. In regard to Manhole costs,
BellSouth originally chose to use cubic feet as the
approach to develop costs. Thus, all incurred manhole

costs were divided by the installed cubic feet. In most
areas and circumstances this simple method is
appropriate.
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Thus, while acknowledging doubts about the efficacy of BellSouth’s
approach, witness Caldwell rejects witness Donovan’s proposals, as
follows:

In fact, Mr. Donovan failed to recognize that BellSouth’s
simplified inputs alsoc resulted in ‘distortion’ of the
costs for large manholes (Size 5) and the smaller
manholes (Sizes 1, 2 and 3). According to the contract,
BellSouth incurs a much lower per cubic foot cost for the
larger manholes (above 351 cubic feet) than for smaller
manholes (under 351 cubic feet). Thus, if we attempt to
override BellSouth’s simplified inputs on the manhole
covers, it must also take the step of applying the
appropriate contractor costs for the size of the manhole.

Witness Caldwell therefore concludes that we should approve per
cubic-foot rates of $84.39 for 72-cubic-foot manholes and 224-
cubic-foot manholes, a rate of $29.68 per cubic foot for 502-cubic-
foot manholes and a flat rate of $432.82 for manhole covers
regardless of size. These rates, according to the witness, include
the application of the loadings filed in the third revision of
BellSouth's 120-day filing.

DECISION

Upon consideration, we adopt witness Donovan’s proposal on
manhole sizes and manhole collars and covers accordingly:

1. We shall use 72-cubic-foot manholes with 4-cable capacity
for all existing applications in the model involving the
use of four cables.

2. We shall replace all 224-cubic-foot manholes housing four
cables with 72-cubic-foot manholes with 4-cable capacity.

3. We shall replace all 703-cubic-foot manholes housing five
cables with 5-cable capacity 224-cubic-foot manholes.

4. We shall compute the cost of one manhole cover and collar
for each manhole based on contractor data.

5. We shall eliminate manhole cover and collar costs that
are based on the cubic footage of the manhole.

6. We shall eliminate the application of the 25.43 percent

miscellaneous contractor charge.
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Further, we adopt BellSouth’s per-cubic-foot manhole contract unit
costs, before any loadings, of $48.06 for Type 1 (less than 351
cubic feet) and $16.90 for Type 2 (greater than 351 cubic feet),
and $246.48 for manhole covers.

As noted in the decision on the conduit material issue, a
number of options present themselves to us to resolve the dispute

over the appropriate loading for manholes. BellSouth witness
Caldwell proposes a 40 percent loading, while AT&T/MCI witness
Donovan proposes elimination or, failing that, 16 percent.

Another option is to adopt the engineering factor of 6.313
percent. This represents the average of 7.51 percent for copper
and 5.11 percent for fiber, as previously discussed in this Order,
retain the four percent loading for other materials that is not in
dispute, and allow a 5.5 percent lcading for exempt material to
arrive at a loading of 15.813. We find this last option
appropriate, and adopt it as such.

1. Structure Sharing

AT&T/MCI witness Donovan is also critical of BellSocuth’s

proposed input of 0.07 percent for structure sharing -- the
percentage of BellSouth’s conduit leased by other parties --
contending the figure is *“highly suspect.” Witness Donovan
contends:

Whereas Verizon claims that more than 30 different
companies occupy its conduits in Manhattan, it appears
that BellSouth is either monopceclizing access to its own
ducts and creating severe barriers to entry, or is
mistaken in its forward 1looking structure sharing
projecticns.

To resolve this, witness Doncvan proposes that we change the input
for structure sharing to 50 percent in rural density zones and to
33 percent in suburban and urban density zones.

In response, BellSouth witness Milner observes that witness
Donovan’s recommended inputs are, “not realistic” and should not be
adopted. Witness Milner contends that witness Donovan’s proposal
has no basis in the receord other than witness Donovan’s own
personal experience outside the state of Florida.
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Witness Milner further explains:

First, due to work coordination, safety and available
space considerations, significant sharing of underground
construction costs is very unlikely and thus BellSouth
seldom, if ever, shares in underground excavation.
Underground structure sharing would occur only when
BellSouth is excavating for underground conduit and other
parties are willing to share that excavation and conduit
cost with BellSouth. However, BellSouth rarely, if ever,
jointly places conduit with another party.

Witness Donovan is, however, also critical of BellSouth’s
inputs regarding buried structures:

BellSouth has assumed that it never encounters cases
where housing development contractors provide free
trenches for BellSouth. In addition, BellSouth claims
that joint buried trenching only occurs 6% of the time.
Based on my experience, this is an extremely low number.

Witness Donovan proposes the same inputs be applied to buried
structure accounts as those he proposes for sharing conduit: 59
percent in rural zcnes and 33 percent in urban and suburban zones.

At hearing, witness Donovan did acknowledge that his
reccmmended inputs are not based on any documentation in the record
and offers nothing to refute the inputs recommended by BellSouth.
When asked if the imposition of strict sharing inputs would mean
BellSouth would under-recover its costs if it cannot locate other
parties to share buried structure placement expenses, witness
Donovan explained:

Once again, I‘m not a cost recovery person, but if I have
got to answer as an engineer, to me it means that extra
effort needs to take place to coordinate the activities
of the telephone company, the power company, the cable TV
companies, municipal traffic lights, cabling companies
and a number of others so that the streets are not dug up
every year or every nine months in your cities.”

Witness Milner argues that sharing the costs of buried
structures is rare because of timing problems and because CATV and
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power lines are already in place. Witness Milner also emphasizes
that in Order No. PSC-99-0068-FOF-TP, in Docket No. %80696-TP, we
found, “Accordingly, we hereby adopt each LEC’s proposed sharing
percentages because they are a reasonable surrogate for sharing
percentages likely to be achieved by an efficient provider of basic
service.”

DECISION

We have addressed this issue in proceedings dating back to
1996, including Docket Nos. 960757-TP, S560833-TP, 960846-TP and
980696-TP. In these dockets, we declined to adopt the position
advocated by AT&T and MCI that in a forward-looking, competitive
environment there will be significantly “greater opportunities and
incentive for telecommunications companies to share pole lines,
trenches, and conduit runs.” See Order No. PSC-398-0604-FOF-TP,
p.77 In this order, which was issued to resolve arbitration issues
between BellSocuth and AT&T, WorldCom, and Metropolitan Fiber
Systems of Florida, Inc., we provided a comprehensive treatment of

the structure sharing issue. Significantly, we found that the
“cost causer” was responsible for any rearrangement occasioned by
structure sharing. In addition, we found that placement of

telecommunications lines in proximity to high voltage lines could
cause interference and that insistence on jeint trenching could
prompt poor economic decisions. Accordingly, we concluded:

We are not persuaded by AT&T/MCI's argument that a
competitive environment will encourage more structure
sharing, at least in the foreseeable future. Therefore,
we find it appropriate to accept BellSouth’s structure
haring assumptions.

id., p.78

Subsequently, in Order No. PSC-$9-0068-FOF-TP, we found,
“While this proceeding is to determine the cost of a forward-
locking scorched node network, there needs to remain a basis in
reality if the costs developed for the networks are to have any
relevance to the cost of basic local telephone service. We believe
that assuming sharing percentages which require, for example, power
and cable TV companies to rebuild their networks sc that more of
the cost of a telephone network can be shifted to other industries,
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means a network severed from reality.” Again, we rejected the
AT&T/MCI recommended structure sharing inputs.

Nothing in the record of this proceeding overcomes our
aforementioned conclusions that although structure sharing
percentages should reflect forward-looking values, they must be
tempered by reality. Therefore, we decline to adopt changes to
BellSouth’'s inputs.

m. Feeder/Distribution Facility Sharing

AT&T/MCI witness Donovan believes the BSTLM does not assume a
forward-locking perspective for feeder and distribution cable
structure sharing, which refers to those occasions when the feeder
and distribution cable share the same geographic route and can
share space on or within a facility. Witness Donovan explains that
structures are “a high cost limited resource,” and that the
investment should not only be shared with other service providers,
but used as a resource for both feeder and distribution cables.

In its model, witness Donovan asserts, BellSouth assumes
feeder and distribution cable laid along the same route share the
distribution cable structure 25 percent of the time. Witness
Donovan believes that in a TELRIC environment, facilities would
frequently be shared; thus, he proposes modifying the input “to
reflect the fact that feeder facilities ride on or in structures
already built by distribution plant 75% of the time.” Witness
Donovan further explains the meaning of this percentage, stating:

It’s not that 75 percent of the distribution cable shares
the structure, it’'s that 75 pexrcent of the feeder --
first of all, there are many more sheath feed |[sic]

distribution. It's 1like the wveins versus the
capillaries. So there is a lot of small distribution
cable. So much so that there is plenty of structure

around and when an engineer designs a feeder route, the
engineer will look for structure that is already there to
support the distribution.

Witness Donovan also relies on an order by the State
Corporation Commission of Kansas (Docket No. 99-GIMT-326-GIT)
determining Kansas-specific inputs to the FCC’s cost proxy model to
establish a cost-based universal service fund for that state. At
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pages 27-28 of the Order, the Kansas Commission found that in an
evaluation of 14 selected wire centers, “In every case, at least 40
percent of the feeder routes also included distribution cable. 1In
some wire centers, the percentage was much higher.”

BellSouth witness Milner concedes that data does not exist
pertaining to this percentage, but contends that, “{Tlhere are many
reasons that sharing of structures between feeder and distribution
do not happen that frequently, including timing of placements, need
for more frequent access to distribution cables than to feeder
cables, etc.” Though lacking data upon which to base a percentage,
witness Milner argues, "BellSouth’s estimate is based on BellSouth
Network’s experience and forward looking projections regarding the
infrequency of such cccurrences.”

DECISION

We have a number of options before us to establish the value
for this input. We can accept either BellSouth’s 25 percent,
witness Donovan’s 75 percent, the Kansas Commission’s finding of 40
percent, or scme other number.

Given the lack of supporting documentation, any of the figures
recommended by the witnesses may be as valid as any other. We
found witness Donovan’'s arguments that the value should be set at
75 percent most persuasive in view of apparent support for his
rationale by the Kansas Commission. As such we adopt this figure
for this input.

3. CABLE PLACEMENT COSTS
.a. Copper Cable Placement Costs

AT&T/MCI witness Donovan offers four specific criticisms of
BellSouth’'s copper cable placement costs. Witness Donovan
criticizes: 1) BellSouth’s failure to correctly populate the BSTLM
with travel and set-up times that would lead to reasonable
productivity; 2) its assumption of low cable splicing rates; 3} its
inclusion of copper cable stubs in underground construction; and 4)
its use of a material loading factor, plant labor, and interest
during construction.
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i. Travel and Set-up Times

Witness Donovan argues that a reasonable amount of time for a
crew to travel to a work site is 15 minutes, and that two hours is
a reasonable time for a crew to set up a cable placing operation.
Witness Donovan argues that it is not possible to determine what
inputs BellSouth uses for travel and set-up times because BellSouth
folds travel and set-up times into a single proprietary figure that
yvields a chronological increment for each 100 feet of cable placed.
In effect, witness Donovan contends, BellSouth’s decision to use a
per-100-foot input value for cable placement creates a linear

loading for copper cable placement, which he believes viclates our
the direction in Order No. PSC-01-2051-FQF-TP.

Witness Donovan summarizes his disagreement with BellSouth’s
results accordingly:

The reason why the BellSouth method fails is simple. The
result of BellSouth combining setup costs into a Cable
Feet Placed per Day productivity figure is equivalent to
BellSouth assuming that its technicians will travel to
the work site, place 100 feet of cable, and stop work.
The work crew would then travel to another work site,
place 100 feet of cable, and stop work. It would then
travel to a third work site, place 100 feet of cable, and
return to the garage.

Witness Donovan, therefore, recommends that we order BellSouth to
file Dbottoms-up cable placement inputs “with  reasonable
productivity numbers.” Based on his experiences, witness Donovan
expects an underground placing crew to place 3,000 feet of cable a
day, a buried cable crew to place 8,000 feet of cable daily, and an
aerial crew to place 5,000 feet per day.

At his deposition, BellSouth witness Kephart responded,

Mr. Donovan has his own set of theories, but we use the
same information that we use to manage our own business
in the construction. That’s what we are using as input
into developing these cost models. So we are dealing
with actuals, and I’'m not sure where his information is
coming from. But we are dealing with actuals. And let
me further state we are dealing with actuals in the State
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of Florida, and he is talking from his experience, which,
I think is outside the State of Florida.

We note that the time allocated for travel and set up for slicing
cable pairs in the BSTLM, while proprietary, is more than double
the time increment proposed by AT&T/MCI witness Donovan.

ii. Copper Cable Splicing Costs

Generally, witness Donovan raises the same criticism of
BellSouth’s proposed splicing rates for ccocpper cable that he raised
in the context of BellSouth’s copper cable placing costs -- that
BellSouth fails to account specifically for travel and set-up
times, providing only a proprietary figure for cable pairs spliced
per hour, which 1is equivalent to a 1linear 1loading factor.
Specifically, witness Donovan contends:

In the case of any copper cable larger than 100 pairs,
such as splicing a 200-pair cable, BellSouth’s model
creates costs equivalent to traveling to the Jjob
location, preparing the splice, splicing 100 pairs,
closing up the splice case, driving around the block,
opening up the same splice case, splicing 100 more pairs,
closing up the splice case, and then going home for the

day. In the case of a 4200-pair copper cable, the
example is simply 42 iterations of the 100-pair splice
operation.

Witness Donovan advocates discarding BellSouth’s approach, and
implementing, instead, a “conservative” splicing rate of 300 pairs
per hour, which we note is more than three times the per-hour
proprietary rate proposed by BellSouth.

Witness Donovan relies on two sources for corroboration of his
proposed 300-pair per hour rate. The first is a letter from AMP
Incorporated, a manufacturer of wire connectors, which states that
an “average” technician can splice 300 cable pair per hour and a
skilled technician should be able to splice 500 pairs per hour.
Witness Donovan also references the FCC’'s Universal Service Fund
Final Inputs Order at §218, which found that a splicing rate of 250
pairs per hour, presuming average conditions, was an appropriate
assumption for Universal Service modeling.
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At hearing, BellSouth witness Caldwell suggested that this
debate is of little conseguence, since BellSouth rarely experiences
large-scale splicing operations. The witness maintains:

One cof the things, though, that I pointed out in Phase 1
of the cost docket is that predominantly in the BSTILM the
cable placements are approximately, close to 50 percent
25-pair. You have very little over 100. There was an
exhibit to my testimony. So predominantly, the numbers
in the first two columns [referencing Hearing Exhibit
431, 25 and 100, come into play in the modeling.

iii. Copper Cable Stub Investment

Here, AT&T/MCI witness Donovan contends BellSouth doubles the
cost of copper cable splicing at each splice point to account for
copper stub cables. The stub cable is a cable that brings the
splice point up to the surface so that maintenance can be done on
the surface, rather than in a subsurface structure.

Witness Donovan contends that a copper stub cable is regquired
only in a situation where a copper splice case, which is ncrmally
limited to four cable entry/exit holes, requires five or more cable
entry/exit points. Witness Donovan describes circumstances that
would require the use of a stub cable as, “very unusual.” The
witness explains:

If the splice point is a branch point, then one cable
enters the splice case from the central office, one cable
exits the splice case to serve a side-leg branch off the
main cable path, and one cable exits the splice case to
continue on down the main cable path, which requires the
use of three holes.

Quoting from the BSTLM Methodologies Manual, witness Donovan,
however, contends that BellSouth’s own protocols eschew the use of
more than three cables at a splice point:

The model will place a splice point at which the cable
changes size. Splicing can occur at any plant locations
(DTBT, FDI [feeder/distribution interfacel, and DLC
[digital 1loop carrier]). In addition to these plant
locations, the model will place a splice at each junction
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point of the network. A junction point typically
represents a road intersection where the cable splits
into two directions. This would occur where a road
segment intersects a perpendicular road segment forming
a “T.” Junction points are noted in the data as JCTN.

Based on this excerpt, witness Donovan concludes that copper stub
cables are unnecessary, and as such, we should order BellSouth to
remove any stub cable costs.

BellSouth witness Stegeman responds that the inclusion of stub
cable investment in the BSTLM at each splice point is not an error.
He contends:

Rather, it is a difference of opinion as to whether a
stub cable is required for underground placement. As I
understand the modular splicing rules and as the BSTLM is
subsequently coded, a stub and an additional splice are
required to facilitate CSA [carrier serving areal], DA
[distribution areal, and AR [allocation areal
administration.

iv. Miscellaneous Material Loading Factor

As emphasized in their pest-hearing briefs, the parties
disagree over the appropriate method of applying the miscellaneous
material loading factor in the BSTLM and whether double counting
has occurred in BellSouth's exempt material accounts, which are the
basis of the material loading factor. The parties do, however,
apparently agree that exempt materials are “nuts and bolts” items
that are exempt from “cradle to grave” tracking under the FCC’s
System of Accounts for telecommunications companies. We note that
a 71-page list of items comprising exempt materials was submitted
as Hearing Exhibit 7, Item No. 5. Witness Caldwell explains that
the list of materials contained in Exhibit 7 is not used in the
BSTLM, which instead uses an overall exempt material dollar figure.

Specifically, the parties dispute the appropriate method of
applying the miscellaneous material rate. AT&T/MCI witness Donovan
argues that exempt materials are normally computed as a portion of
a technician’s fully loaded labor rate, based on actual material
usage audits. He maintains that the labor component usually ranges
from $6 to $10 per hour for cable splicing technicians and cable
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placing technicians. Witness Donovan concedes he did not perform
an analysis of the exempt material loading, but notes, “I believe
that Exempt Material is already included in the fully loaded labor
rate proposed by BellSouth, and that the Miscellaneous Material
Rate proposed by BellSouth should be disallcwed as double
counting.” Witness Donovan suggests that if BellSouth can prove
exempt material has been excluded from the fully loaded labor rate,
we should limit the exempt material loading rate on labor to 20
percent.

BellSouth witness Caldwell responds that the miscellaneous
material lcading factor develops a relationship between exempt and
non-exempt materials, which is subsequently applied as a percentage

to forward-looking material prices. BellSouth witness Caldwell
rejects witness Donovan’'s advocacy cof the inclusion of exempt
material costs in labor rates. In addition, maintains witness

Caldwell, the recommended 20 percent cap on the exempt material,
“"Besides being arbitrary, Mr. Donovan’s method is inappropriate.”
Witness Caldwell explains:

Exempt material varies by field zreporting code; the
amount of exempt material associated with aerial
placements is not the same as buried or underground
placements. Furthermore, the amount of exempt material
associated with cable provisioning varies vastly between
copper and fiber placements. On the other hand, labor
rates do not vary. A splicer is paid the same per hour
whether he is splicing aerial, buried, or underground
cable.

At hearing, witness Caldwell referenced Hearing Exhibits 49 and 50
with regard to the concern of double counting of network interface
devices (NIDs) and cable drop investments, concluding that not only
could she not confirm what the potential overstatement for NIDs and
drops is, but she could not identify the understatement for aerial
terminals, which she contends get excluded because they are
assigned to Accounts 248 and 548.

As further support for AT&T/MCI's contentions, AT&T/MCI
witness Pitkin relies upon a quote from a Reply Affidavit filed by
witness Caldwell in a 271 proceeding in the state of Georgia. The
portion of the affidavit quoted by witness Pitkin reads as follows:
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The material costs of the service drop wires and
associated NID units are classified to exempt material.
The cost of exempt material, however, is distributed as
part of the monthly allocations process to the various
ACCs (including ACC 248 and ACC 548) based on the direct
labor dollars associated with each ACC.

Reply Affidavit of D. Daonne Caldwell, CC Docket No. 01-277,
paragraph 37. From this language, witness Pitkin concludes:

Because the BSTLM explicitly models the costs of NIDs and
drops, the exempt material loading factor should exclude
these items. BellSouth did not remove any of the exempt
materials associated with NIDs or drop wires in its
calculation of the exempt material loading factor and
thus double-counts these investments.

BellSouth witness Caldwell contends that witness Pitkin quotes
selectively from her Reply Affidavit and that a complete reading
neutralizes witness Pitkin‘s assertion. According to witness
Caldwell, we must consider the full text, which reads:

The labor-related costs of placing service drop wires and
the associated NIDs are assigned to Asset Category Code
(“ACC”) 248 (Aerial cable - Metallic Drop). The material
costs of the service drop wires and associated NID units
are classified to exempt material. The cost of exempt
material, however, is distributed as part of the monthly
allocations process to the wvarious ACCs (including ACC
248 and ACC 548) based on the direct labor dollars
associated with each ACC. In the development of in-plant
factors for ACC 022 (Rerial Cable -Metallic) and ACC 045
(Buried Cable - Metallic), BellSouth does not include any
of the assignments to ACC 248 or ACC 548. Therefore, the
costs of placing service drops and NIDs are not reflected
in the in-plant factors.

Caldwell Reply Affidavit, CC Docket 01-277, Y37, emphasis added.
Witness Caldwell concludes, “Again, BellSouth excluded ACCs 248 or
548, the asset accounts containing NID/drop costs, in the
development of the material loading factors. Thus, Mr. Pitkin’s
claim is without merit.”
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In its brief, AT&T/MCI specifically cite five items or
categories of items that they believe should be excluded from the
list of exempt materials identified in Hearing Exhibit 7: 1)
bracket tap video; 2) card 56 Kbps CO SM8806-1318-1 through CARD T1
CO EXT. 8806-1325-1; 3) CASE COIL 1 MOD 1PR through CASE MODULAR
6SGL COILS, COIL LOAD LID TP 880040-1; 4) DROP COMP 2FB2TWP
37581590-250 through 37581590-750; and 5) FRAME&COVER MNHL B30
through SH30.

AT&T/MCI witness Donovan also takes issue with two other
inputs that are included in BellSouth'’'s Material Loading Factor,
the Other-Plant Labor-Indirect Salaries, Benefits, and Other
category; and Other-Interest During Construction Items. Witness
Donovan assails BellSouth’s inclusion of plant labor, indirect
salaries, benefits, and other expenses as a loading on non-exempt
material. He maintains that direct supervision costs are already
components of the fully loaded labor rate, which would mean
BellSouth would over recover its expenses. Witness Donovan
proposes excluding the category Other-Plant Labor-Indirect
Salaries, Benefits, and Other from the Material Loading Factor.

Finally, AT&T/MCI witness Donovan contends BellSouth has
improperly used the Interest During Construction input, but offers
no evidence to buttress his argument.

BellSouth witness Caldwell contests witness Donovan's
assertion that direct supervision and other indirect expenses are
already components of the fully loaded labor rate in the BSTLM,
arguing instead that, “While it is true that direct supervision is
included in the labor rates, it is not included in the Other-
Indirect factor created for this filing.” She continues, “The
salaries, benefits, and other direct costs are for ‘'supervision and
support above the first level (emphasis by the witness) of work
reporting plant employees.’ These costs are not direct supervision
costs, as Mr. Donovan claims.” She also disputes witness Donovan's
assertions regarding the Interest During Construction input and
maintains that BellSouth adheres to the rules promulgated by the
FCC for outlining costs and refers specifically to 32 C.F.R.
32.200(c) (2) (x) as the basis for BellSouth’s inclusion of interest
during construction. BellSouth witness Caldwell also notes that
Hearing Exhibit 48 (DDC-5, 120 day, p.l) shows interest during
construction constitutes “a small fraction [1.2 percent] of the sum
of the Other loading factor.”



ORDER NO. PSC-02-1311-FOF-TP
DOCKET NO. 9S0649A-TP
PAGE 51

DECISION

Witness Donovan raises valid concerns regarding BellSouth's
treatment of travel and set-up times in the BSTLM for cable
placement and cable splicing. Assuming the intention of
BellSouth’'s filing was to provide a level of granularity sufficient
to clearly delineate between a tops-down and a bottoms-up approach
to cost determination, we believe that ambition has been thwarted
in this instance. BellSouth’s failure to populate the BSTLM with
discrete travel and set-up times for placement and splicing
activities and to instead calculate times based on 100 feet of
cable placed or 100 pairs spliced creates distortions in cost
relationships and leads to productivity 1levels that are not
realistic.

For example, using BellSouth’s distance of 120 feet between
poles and BellSouth’'s travel and set-up times based on 100 feet of
cable placed, the BSTLM assumes a crew would be regquired to incur
travel and set-up time equal to two separate operations simply to
place cable between two poles 120 feet apart.

Witness Donovan proposes specific travel and set-up and
closure times based on his industry experience in addition to
recommendations on crew sizes and the sheath feet of cable that
should be placed each day.

Witness Donovan proposes 15 minutes of travel time and two
hours of set-up time for cable placement and splicing operations.
In a previous order in this proceeding, we established travel times

of 20 minutes. (Order No. PSC-01-1181-FOF-TP, p.358) We find
nothing in the record of this proceeding that would prompt us to
reconsider this interval. Therefore we adopt travel time of 20

minutes. Witness Donovan also proposes a set-up and closure time
of two hours, which is unchallenged by BellSouth. Therefore, we
adopt the two-hour set-up and closure time proposed by witness
Donovan.

The same issues that affect cable placement affect cable
splicing. Here, witness Donovan has provided sufficient
corroborative evidence to support a copper cable splicing rate of
300 pairs per hour, and a fiber splicing rate of one pair every six
minutes. BellSouth witness Caldwell does not dispute this
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productivity. Thus, we adopt a splicing rate of 300 pairs per
hour. The parties appear to agree that a splicing rate of one
fiber strand every six minutes is appropriate, and we adopt this
value.

We also find it appropriate to adopt AT&T/MCI witness
Donovan‘s inputs for daily placements of aerial cable of 5,000
feet, underground cable of 3,000 feet, and buried cable of 8,000
feet. However, we believe that witness Donovan’s position on the
number of technicians needed to place aerial cable is flawed. He
contradicts himself on this issue, on one hand recommending a crew
size of one for the placing of aerial cable, but acknowledging that
“Typically, in a [sic] RBOC, two technicians place aerial cable.”
We find it appropriate to adopt an assumption of two technicians
for placing aerial cable.

We do find some merit to witness Donovan’s argument to
eliminate copper cable stub investment. BellSouth witness Stegeman
offers little justification for including this investment in every

splice case in the model. However, witness Donovan does not
identify a specific, quantifiable, investment input in the model
that can be amended to accomplish his proposal. As such, we

decline to adopt changes to the copper cable stub investment.

Regarding the Miscellaneous Material Loading Factor, we
believe witness Donovan's testimony on this issue to be speculative
and unsubstantiated. As such, we adopt BellSouth’s application of
a miscellaneous material factor as a loading on material.

4. FIBER CABLE INPUTS

AT&T/MCI witness Donovan grafts a number of his criticisms
applied to copper cable placing costs on to BellSouth’s fiber cable
inputs. Specifically, he contends that: 1) BellSouth does not have
appropriate cable placing set-up and cable placing productivity
parameters; 2) there are not separate splicing set-up and fiber
splicing productivity parameters; 3) that the Miscellaneous
Material loading on Non-Exempt Material is inappropriate; 4) Other-
Plant Labor-Indirect Salary, Benefits and Other Loading on Non-
Exempt Material is inappropriate; 5) Interest During Construction
is inappropriate; and 6) BellSouth’s engineering loading factor of
35.72 percent is too high.
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Witness Donovan proposes: 1) reducing the engineering factor
to 10 percent; 2) slashing the Miscellaneous Material loading on
Non-Exempt Material to no more than 20 percent on labor costs; 3)
disallowing costs listed under Other-Plant Labor-Indirect Salary,
Benefits, and Other; 4) using inputs of 45 minutes for travel and
set-up for fiber cable placement; 5) a fiber placing rate of 3,000
feet-per-day for -underground placement, 8,000 feet-per-day for
buried placement, and 5,000 feet-per-day for aerial placement; 6)
a travel and set-up input of two hours for fiber cable splicing;
and 7) a productivity rate of five minutes per fiber strand
spliced.

BellSocuth witness Caldwell’s are those previocusly set forth
with regard to copper cable.

In summary, we are persuaded that while the methods used by
the parties to arrive at certain input values for the cost model
have their respective flaws, overall these flaws can be minimized.
Therefore, on balance, we find that with the adjustments to the
methods used and input values as outlined above, the loop cost
study submitted in BellSouth’s 120-day filing complies with Order
No. 01-1181-FOF-TP.

B. MODIFICATIONS TO LOOP RATES OR RATE STRUCTURE

Here we consider whether BellSouth’s loop rates or rate
structure previously approved in Order No. PSC-01-2051-FOF-TP
should be modified, and if so, to what extent. Z-Tel witness Ford,
AT&T/MCI witness Darnell and AT&T/MCI witness Gillan apply separate
methods to assert that the UNE rates we set in two previous orders,
Ordex No. PSC-01-11B1-FOF-TP and Order No. PSC-01-2051-FOF-TP, are
not TELRIC-compliant for a number of reasons.

Witness Forxrd advocates the use of a “sanity” test, based on a
benchmark methodology used by the FCC in evaluating UNE rates for
regicnal Bell Operating Companies seeking authority to originate
interLATA traffic under Section 271 of the Telecommunications Act.
The test employed by witness Ford is rooted in the FCC’s Hybrid
Cost Proxy Model (HCPM) and uses the relative costs of loops across
the states in which an ILEC is the dominant local exchange carrier.

In the absence of a state that has had its UNE rates confirmed
by the FCC in the Section 271 evaluation, witness Ford maintains
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his sanity test is useful in attempting to determine if Florida UNE
rates are comparable to those of Georgia and Louisiana. Witness
Ford concludes that UNE rates in Florida are 23 percent too high,
thus failing his sanity test.

Witness Ford was unable to cite an instance in which the FCC
rejected a UNE rate using its ECPM benchmark test when comparing
rates between states. He acknowledged that the FCC has indicated
that a rate could fail the benchmark test and remain TELRIC-
compliant.

in its brief, BellSouth argues that witness Ford’s sanity test
is applicable only if a state commission improperly applies the
TELRIC methodology and if the FCC concludes that the rates in the
comparison state are reasonable. BellSouth maintains that neither
condition exists here.

AT&T/MCI witness Darnell criticizes the Florida UNE rates
approved in previous orders in this proceeding, using BellSouth’s
embedded cost data contained in the FCC’s Autcmated Reporting and
Management Information System (ARMIS). The ARMIS data indicate
Florida, “has been BellSouth’s lowest cost state for every year for
the past five years.”

Despite Florida’s lower costs, contends witness Darnell, both
Georgia and Tennessee have lower UNE-platform (UNE-P) rates than
Florida. Witness Darnell notes that higher population densities in
Florida than in surrounding states should also work to drive down
UNE-P rates because, he explains, “Population density is the
primary driver of loop cost.”

Witness Darnell also argues that BellSouth should be compelled
to refile its loop cost study using a single network design
scenario, as opposed to the three-scenario approach. Witness
Darnell contends FCC Rule 51.505(b) requires the use of a single,
unified network design in order to reflect economies of scale and
scope, giving ALECs a “realistic opportunity to compete.”

Witness Darnell acknowledges having raised the multiple-
scenario argument in the two previous phases of this proceeding and
that on both occasions we did not accept his argument. Witness
Darnell alsc acknowledges that because a state has the lowest
embedded costs does not necessarily mean that state will have the
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lowest UNE rates. Finally, witness Darnell admits no regulatory
body uses embedded costs as a basis for setting or lowering rates.

AT&T/MCI witness Gillan argues that he conducted two analyses
to demonstrate that BellSouth’s proposed UNE rates are not TELRIC
compliant. In the first analysis, explains witness Gillan, he
applied BellSouth’s TELRIC costs for switched lines and compared
thogse costs to BellSouth's embedded expenses. Witness Gillan
contends his analysis shows that BellSouth would only be able to
provide service to two-thirds of its existing lines under his
scenario. The witness concludes, “if their forward-loocking costs
are so above their accounting costs, their actual incurred
expenses, then they would have a financial catastrophe on the
horizon.” This indicates the costs submitted in this proceeding
are unreliable, according to witness Gillan.

In his second analysis, witness Gillan ccntends that he took
all revenues BellSouth accumulated from switched services and
calculated how much BellSouth would pay to lease its network from
itself to provide POTS service. In this analysis, witness Gillan
concludes, BellSouth’s profitability would be about 14 percent,
compared with actual earnings of 44 percent in 2000, according to
the witness.

Witness Gillan concludes, “the UNE rates that BellSouth has
proposed at this high end of the range are simply not plausible.”

In its brief, BellSouth counters, “BellSouth never proposed
that the Commission adopt the higher costs calculated using the
bottoms-up study as new UNE rates,” which renders witness Gillan’'s
analyses “irrelevant in any case.”

DECISION

The ALEC witnesses addressing this issue offer little
substantive testimony regarding specific rates or inputs used in
the BSTLM, which they entrust to AT&T/MCI witnesses Pitkin and
Donovan. Witnesses Ford, Darnell and Gillan argue for the
application of their own devices to evaluate the rates in this
phase of the proceeding.

Some of the arguments raised in the context of this issue have
been presented by the witnesses in earlier phases of this
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proceeding or in other dockets. We addressed witness Darnell’s
advocacy of a single network design in previous orders in this
docket, Order No. PSC-01-1181-FOF-TP, p.154 and Order No. PSC-01-
2051-FOF-TP, pp.19-24, and witness Darnell acknowledges filing
substantially the same rebuttal testimony in this proceeding as he
filed in Docket No. 960786-TP. In addition, witness Darnell
acknowledges TELRIC-based costs differ substantially from the ARMIS
data.

Witness Ford’s proposal that we use a sanity test, derived
from the FCC’s benchmark test for UNE rates in section 271
proceedings, appears self-immolating to some extent. 1In its most
recent 271 order, FCC Order 02-147, Joint Application by BellScuth
Corporation, BellSouth Telecommunications, Inc., and BellSouth Long
Distance, Inc. for Provision of In-Region, interLATA Services in
Georgia and Louisiana, the FCC cautions:

Although some benchmarking is advocated by some
commenters, our analysis is complete if it reveals that
there are no basic TELRIC violations or clear errors on
substantial factual matters, and we do not proceed to
determine TELRIC compliance on the basis of comparisons
with other states, including those that have section 271
approval. To do otherwise would put the Commission in
the position of establishing benchmark rates for the
nation on the basis of a few states where the Commission,
thus far, has found state commissions to apply TELRIC
correctly. We see no reason to do this as it undermines
the importance of state-specific, independent analysis of
rates for UNEs.

FCC Order 02-147, 924. The FCC acknowledges that reasonable
applications of TELRIC principles can produce a range of rates and
concludes, “We do not, however, regard failure to meet a benchmark,
by itself, as evidence that a state commission failed to reasonably
apply TELRIC in setting UNE rates.” FCC 02-147, 925

Witness Gillan attempts to demonstrate BellSouth itself could
not profit from the rates that emerged from the bottoms-up study if
it were required to purchase UNEs as are other ALECs, and that
BellSouth’s UNE costs would allow the company to support only two-
thirds of its existing network. None of the arguments, however,
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truly address BellSouth’'s TELRIC costs, which are the subject of
this proceeding.

Witness Ford’s proposed use of a benchmark test spawned by the
FCC appears to be in direct conflict with the manner in which the
FCC itself applies the test. The so-called “sanity test” requires
a finding that TELRIC principles were misapplied. Witness Foxd
fails to identify any errors in our application of the TELRIC
methodology: therefore, we believe proceeding further with his
analysis is a moot exercise.

Witnesses Darnell and Gillan essentially argue that the rates
that resulted from a bottoms-up anzlysis would not allow ALECs to
sustain profitability, and reiterate arguments we have previous
ruled uporn.

in its brief, BellSouth points out that the witnesses do not
address cost issues, but focus instead on their ability to profit
from the rates that emerged from this phase of the proceeding.

We find merit in the arguments BellScuth raises in its brief
and find nothing in the testimony of witnesses Ford, Darnell and
Gillan to support changes in rates not previously addressed in
Issue 1(a) of this proceeding.

Additionally, as noted in Issue l(a), adopting a number of the
recommended inputs proposed by AT&T/MCI witnesses Donovan and
Pitkin does not bring the loop rate structure into conformance with
criteria established by us for this proceeding. We determined in
Order No. PSC-01-1181-FOF-TP, p.284, that BellSouth’s 120-day
filling should dispense with linear in-plant factors and adopt a
“bottoms-up” approach to determine the “magnitude of discrepancies”
between linear loadings and a bottoms-up approach.

On the issue of engineering factors, for example, BellSouth
filed account-specific factors based on one methodology, while
AT&T/MCI witness Donovan recommended account-specific factors based
on a separate methodology. While account-specific engineering
factors bring us closer to the goal of a bottoms-up analysis,
neither party differentiated engineering factors by density zones.
We are concerned that the account-specific engineering factors
still retain sufficient linear qualities to distort costs between
rural and urban areas. We are similarly concerned with the parties’
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treatment of BellSouth’s proposed 25.43 percent miscellaneous
contractor charge, and BellSouth’s proposed 40 percent loading on
conduit and manholes.

We have reservations concerning the “bottoms-up” inputs
provided by the parties in this proceeding, specifically
BellSouth’s use of linear loadings, which is directly contrary to
Order No. 01-1181-FOF-TP, we believe changes to selected inputs
reflected in Issue 1(a), bring the 120-day filing more into
compliance with our directives in this matter. Therefore, we adopt
the rates contained in Appendix A, which reflect modifications to
the 120-day filing outlined in Issue 1(a).

II. ADUF, ODUF, AND ECDUF COST STUDIES AND MODIFICATIONS

Next, we address whether whether the ADUF, ODUF, and EODUF
cost studies submitted in BellScuth’s 120-day compliance filing are
appropriate. We also consider whether the ADUF, ODUF, and EODUF
rates or rate structure previously approved in Order No. PSC-01-
2051-FOF-TP should be modified, and if so, to what extent.

BellSouth offers three different daily usage services: Access
Daily Usage Files (ADUF); Optional Daily Usage files (ODUF); and
Enhanced Optional Daily Usage Files (EODUF). These services
provide electronic billing data to the ALECs. An explanation of
each service is provided in Table 2-1.

Table 2-1
DUF Services

ELEMENT SERVICE PROVIDED

ADUF Information of end user’s daily
originating and terminating access carrier
messages. BellSouth extracts and
distributes call detail on these access
messages.
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ODUF Call detail information for billable
messages transported through BellSouth’s
network and processed in BellSouth’s CRIS
(Customer Records Information System)
billing system. BellSouth extracts and
distributes call detail on messages such
as: Measured Local, IntralATA Toll, and
operator-handled calls if the ALEC
purchases Operator Services form
BellSouth. This element is applicable to
both UNEs and resale.

EODUF Usage data for local calls that originate
from rescld, flat-rated business and

residential lines. BellSouth extracts and
distributes call detail on these messages.

As noted in the Case Background, this issue did not arise from our
Order No. PSC-01-1181-FOF-TP, issued May 25, 2001, that required
certain items in BellSouth’s cost study to be revisited. BellSouth
witness Caldwell explains that

Even though the Commission’s Order did not specifically
include these elements in the 120-day reguirement,
substantial changes to the study inputs necessitated that
BellSouth advise the Commission.

Witness Caldwell continues that BellSouth has experienced a
dramatic increase in the number of message records since it
developed its previous cost study inputs in August 2000. Since the
cost of DUF is based largely on demand for the services, the result
of the increase is to reduce cost on a per-message basis, and thus
decrease the rate. Only EODUF demand decreased.

Witness Caldwell states that “BellSouth has developed unique
programs at the ALECs’ request in order to extract the billing data
they requested, in a format such that they can bill their end-
users. The costs associated with this on-going process and the
computer resources required to implement and support the programs
are reflected in BellSouth’s cost study. These costs are
incremental to BellSouth’s normal billing process.”
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While the parties agree that the services should be provided,
there was not a consensus as to what the rates should be. Three
specific points arose during the course of this proceeding. At
issue is whether certain DUF services should have a zero rate;
whether certain costs have been double counted in both the DUF
study and the common costs; and whether projected demand adequately
reflects ALEC market penetration. We address each in turn.

A. ZERO RATE

AT&T/MCI witness Darnell asserts that BellSouth should not
have a separate charge for DUF information. His reasons are
twofold. First, he contends that ™“BellSouth is adequately
compensated for its cost to maintain daily usage file systems by
the common cost factor.” Second, he claims that BellSouth does not
always charge independent telephone companies (ITCs) for DUF
information, but enters into bill and keep arrangements with some
ITCs. The common cost factor will be discussed below under double
counting.

AT&T/MCI witness Darnell argues that " [a]ccording to BellSouth
data request responses received in other proceedings it has bill
and keep arrangements with some ITCs.”

AT&T/MCI provided a copy of one interrogatory response from a
Kentucky proceeding in which BellSouth stated that it does exchange
access records with independent carriers for meet-point billing
access, at no charge.

BellSouth responsds that it does not have bill and keep
arrangements with any carriers for DUF services. Further,
BellSouth states that it does not provide DUF services to ITCs.

Witness Ruscilli contends that BellSouth provides usage
records for Meet-Point Billing (MPB) to carriers that have their
own switch for the provision of intercarrier billing. He explains
that in some cases

BellScuth will Jjointly provide a telecommunications
service to an Interexchange Carrier (‘'IXC’) or to an ALEC
with another carrier. For example, suppose an IXC and an
[ITC] are both interconnected with BellSouth at
BellSouth’s access tandem in Jacksonville. If the
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[ITC’s] end user places a call that transits BellSocuth’s
access tandem and is to be billed by the IXC, then
BellSouth and the ITC have jointly provided originating
access to the IXC,. In this example, BellSouth is
providing the tandem and perhaps some portion of
intercffice transport, and the ITC is providing the end
office switching and perhaps some portion of the
transport. BellSouth, as the tandem provider, will make
the recording for the call and send the {[ITC] a usage
record. The ITC will take all of these usage records for
a given period of time, summarize them, bill the IXC for
its portion of the traffic, and then send to BellSouth
summary usage records for BellSouth to bill its portion
of the originating access to the IXC. This process
ensures that both the [ITC] and BellSouth bill the IXC
for exactly the same amount of traffic. Because both the
[ITC] and BellSouth are providing each other with usage
records, the exchange is done at no charge to either
party. The scenario [witness Ruscilli has] Jjust
described could also occur between BellSouth and an ALEC
that has its own switch. In that case, BellSouth and the
ALEC would also exchange these usage records at no charge
to either party.

Witness Ruscilli continues that BellSouth provides DUF
information to ALECs that do not have their own switches. He
explains that “in the case of an ALEC using BellSocuth’s 1local
switching UNE, all of the usage records are provided in one
direction.” He points out that ALECs have no information that
BellSocuth needs.

DECISION

There is no record support for AT&T/MCI’'s position that
BellSouth provides DUF services at no charge to ITCs. Even the
information AT&T/MCI provided from the Kentucky proceeding supports
BellSouth’s explanation that BellSouth only provides information at
no charge in certain meet-pcint billing situations. Although the
information provided to the carriers may be similar, it appears
that the distinction is that meet-point billing requires an
exchange of information between carriers, while the DUF services
sought by the ALECs require BellSouth to provide a service for
which there is no reciprocity.
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We believe that the provision of DUF services benefits ALECs
by providing them with billing information that they need in the
course of business. BellSouth’s contention that there is no
exchange of information involved with DUF is unrebutted in the
record. Thus, we find that it is reasonable for BellSocuth to
maintain a separate charge for provision of DUF services.

B. DOUBLE-COUNTING

AT&T/MCI witness Darnell argues that “[tlhe cost used by
BellSouth in the development of its DUF charges are the same costs
that BellScuth used in its development of the common cost factor.”
Witness Darmell explains that:

the foundation of the common cost factor is the
relationship of its adjusted historical common costs to
BellSouth’s embedded total cost. . . . The amount of
common cost that is included in UNE rates is dependent
upon how much direct and shared costs are produced by the
costing methodology. This is because common cost is a
percentage added on to all costs at the end of the
process.

Witness Darnell continues that:

Included in the development of the common cost factor are
costs associated with the systems used to produce daily
usage information. . . . Therefore, if the Commission
permits BellSouth to charge ALECs separate charges for
daily usage information, the Commission should lower the
common cost factor to account for the system cost being
directly assigned to specific rate elements.

He further claims that:

By proposing an additional rate element for DUF,
BellSouth is making the argument that the historical cost
used to develcp the common cost factor is not enough to
cover its forward looking cost of information systems

used to provide daily usage information. There is no
reason to have additional rate elements for DUF
information.



ORDER NO. PSC-02-1311-FOF-TP
DOCKET NO. 9S064SA-TP
PAGE 63

Witness Darnell concludes that “[ilf the amount of cost
directly assigned to DUF charges is so insignificant that it does
not effect the common cost percentage when this cost is removed
from that percentage, we should reject DUF charges because {[0f] the
potential for costing mischief that they create.”

BellSouth witness Caldwell counters that the DUF charges in
the cost study are not the same as those used in the development of
the common cost factor. She contends that the computer resources,
programming effort and support labor reflected in BellSouth’s DUF
costs are directly attributable to the DUF services. She explains
that BellSouth develcped unigue programs to provide the ALECs with
billing data in a format that meets the ALECs’ needs. Witness
Caldwell further contends that BellSouth removed costs that are
directly assigned to various services from the costs used to
develop shared and common cost factors. She explains that file
EXPPRJO0.XLS outlines those adjustments.

She also addresses witness Darnell’s statement that if the
cost directly assigned to the DUF is so insignificant that it does
not impact the common cost percentage, DUF charges should be
removed. She argues that this is a self-serving pronouncement and
a faulty conclusion. She states that his suggestion of costing
mischief on the part of BellSouth is “wholly unfounded.”

DECISION

Witness Darnell explained that he “identified the investment
amounts that are being directly assigned to [DUF] rate elements.”
He then subtracted those amounts from the general purpose computers
account. However, upon further questioning, witness Darnell was
unable to support his contention that BellSouth had double-counted
costs associated with the provision of DUF services in the common
costs.

It is difficult to discern what is germane to the issue in the
cost study materials provided by AT&T/MCI. When gquestioned on the
amounts witness Darnell had marked in responses detailing his
procedures, it became apparent that much of it was irrelevant. For
example, when asked why he had circled account 2211, analog
electronic switching, he responds that “([tlhere is no real
significance between how much average investment analog switching
should have as compared to DUF.” His response was similar for
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Account 2220, operator systems and a number of other accounts.
When the discussion arrived at account 2232, analog circuit
equipment, he explains, “It’s circled because my long-standing
thought process being that a forward-looking TELRIC cost model
shouldn’t have any analog circuit equipment in it, and I saw that,
and it threw up a red flag to me.” Again, this has nothing to do
with the issue of double-counting. Regarding account 2124, General
Purpose Computers, which we believe to be specific to the DUF costs
in question, witness Darnell states that the numbers he had marked
in red “don’t really tie into my discovery response.” In the end,
witness Darnell was unable to proffer any response that showed the
double-counting of costs.

BellSouth provides much more credible evidence that it has
removed charges associated with the provision of DUF services from
the common cost factors. BellSouth explains that the adjustment is
not made directly in the shared and common cost calculations;
rather, it is made in the ™“'Normalizing Issues’ section of the
expense development workbook labeled ‘EXPPRJ00.xl1s’.” According
to BellSocuth, the amounts are included in the column for
Operational Support System Upgrades, which contains costs
associated with Electronic Interface, Daily Usage File, and Number
Portability related costs. We verified that the amount in the
stated column exceeds by a substantial sum the amount that witness
Darnell claims to be double-counted. Accordingly, we find that no
such double-counting exists.

The mere potential for mischief, as alleged by witness
Darnell, is not sufficient reason to eliminate a valid cost from a
cost study. Nevertheless, there may be other reasons to eliminate
certain costg from BellSouth’s cost study. While those costs do not
appear to be double-counted, the same numbers noted by witness
Darnell exhibit other discrepancies.

We found a dramatic increase in Contractor Software
Development Cost in the cost study from the September 2001 filing
to the November 2001 filing. When asked why the cost increased,
BellSouth explains that the cost had initially been booked in 19598
as RTU Software development expense. The 1999 Financial Accounting
Standards Board (FASB) Statement of Position (SOP) 98-1 requires
that such software development costs be capitalized. Additionally,
BellSouth claims that the contractor labor rate reflects the 2002-
2004 period, in which the labor rate is higher than that previously
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used. We interpret this to mean that the changes in accounting
period and methods resulted in higher costs in the model.

We also observe that the amounts for software development
charges increased dramatically from the September to the November
filing. For example, BellSouth witness Caldwell agrees that the
number of hours for EODUF IT Non-recurring Developmental Labor
Hours Contractor increased by more than seven times between the two
versions of the study. She explains that “as we've learned more
about it and worked more with it going forward, we felt it would
take more time.” She also agreed that the contractor hourly labor
rate increased by approximately 50 percent. BellSouth never
mentioned these increases when it filed its DUF model revisions in
November 2001, citing only increases in usage, which reduce rates.

Not only do we have concerns about the large increases in
costs in the model wvalues that took place in the November 2001
model revision, but we wonder why such amounts are included in the
model at all. The costs identified are clearly labeled as
“software development.” Witness Caldwell states that the costs are
part of scorched node provisioning.

It’s not necessarily that we're going to be changing or
adding stuff. I mean, we’re not looking at just the cost
associated with maintaining. This would be from a TELRIC
perspective if we had to go in and develop the system
going forward.

BellSouth's cost study documentation shows that software
development capitalized costs which were associated with the
adoption of SOP 98-1, as discussed above, have now largely been
amortized. Further, the rate comparison in table 2-4 at the end
of this section shows that BellSouth has been over-recovering its
DUF costs. Any modest amounts which are not fully amortized on
BellSouth’'s books have been adequately compensated by BellSouth's
over-recovery through its DUF rates. Additionally, as discussed
above, the record shows that BellSouth is not developing any new
services associated with DUF services. We do not believe BellSouth
has justified the inclusion of software development costs in its
model for DUF services. Accordingly, we find that the model shall
be adjusted to remove this portion of the costs. While the amount
is confidential, its impact is reflected in the rate comparison.
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C. PROJECTED DEMAND

Z-Tel raised an issue in its brief regarding the DUF usage
projections BellSouth used to calculate the DUF rates. Z-Tel cited
certain points it elicited through cross-examination and discovery
that it believes support the contention that “BellSouth has
overstated the [DUF] rate by understating the projection of ALEC
messages.”

Z-Tel’s arguuenis are itwofold. Firsi, Z-Tel contends that
witness Caldwell “acknowledged that a projection that understates
ALEC demand could have the ‘'self-fulfilling’ effect of overstating
the DUF rate and, to the extent that the DUF rate affects the
ALECs’ costs, decreasing demand.

Second, Z-Tel asserts that “[witness] Caldwell agreed with the
concept that the relationship of the projected ALEC demand
(expressed in terms of the total ALEC messages) to the overall
number of messages handled by BellSouth would in effect be a
quantification of the degree of ALECs’ market penetration” Z-Tel
complains that it asked for a late-filed exhibit containing the
assumed ALEC market penetration associated with projected demand,
but that BellSouth did not provide the information Z-Tel was
seeking in late-filed exhibit 52. Lacking such evidence, Z-Tel
asks us to take notice of ARMIS data that is not in the record. 2Z-
Tel argues that the data would show that BellSouth has seriously
understated its projected DUF usage.

Upon cross-examination, BellSouth witness Caldwell agreed that
it "could be possible” that the projection of a low level of
activity could become a self-fulfilling prophesy by reducing demand
through a higher DUF rate. However, she states that she disagrees
with Z-Tel that a high DUF rate would make the overall demand for
DUF decline. She argues that the numbers in question are very
small, and are part of an overall offering. Witness Caldwell
opines that the overall offering is the driver, not the DUF rate
alone.

In discussing ALEC penetration rates with Z-Tel’s attorney,
witness Caldwell was asked:

Well, it appears to me that for purposes of developing
this DUF rate you made some projections and assumptions
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that, in essence, predict the degree of market
penetration by the ALECs because you project the total
activity of ALECs within the universe of total activity
period, and wouldn’t that be an indication of your
prediction of the extent of penetration of ALECs?

In response, the witness stated:

I follow your analysis, your explanation. What I cannot
comment on is exactly how the billing department
developed this number, but I follow what you have said in
terms of that. There was a projection made. Maybe if I
can say that and clarify that. There was a projection
into the future years of the number of messages the ALECs
would use.

BellSocuth did not address this portion of the issue in its
brief.

DECISION

Oone of the bases for 2Z-Tel’s arguments is the supposed
admission by witness Caldwell that low projected DUF usage would
become a self-fulfilling prophesy. Our reading of the referenced
passage reveals that, contrary to Z-Tel’s allegations in its brief,
witness Caldwell only agreed that it “could be possible” that the
projection of a low level of activity could become a self-
fulfilling prophesy by reducing demand through a higher DUF rate.
She emphatically states that she disagrees with Z-Tel that a high
DUF rate would necessarily make the overall demand go down. She
argues that the numbers in guestion are very small, and are part of
an overall offering. Witness Caldwell opines that the overall
offering is the driver, not the DUF rate alone. We are not
cognizant of any evidence to the contrary in the record.

Z-Tel's emphasis on high DUF rates as a self-fulfilling
prophesy is misplaced. The important issue is whether the rates
are based on appropriate inputs. Toward that end, Z-Tel made an
effort at hearing to obtain information that would show projected
DUF usage in the model did not reflect ALEC market penetration.
The apparent goal was to show that the DUF messages used by
BellSouth in its projections compared to the total universe of
telephone messages would give an indication of market penetration.
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Z-Tel was unsuccessful in obtaining such information in the record.
We agree with Z-Tel that the information BellSouth provided in
Late-filed Exhibit 52 does not contain the data that was requested.
However, BellSouth only agreed to provide it if it was available.
Witness Caldwell did not agree that she had knowledge of such
information.

While Z-Tel argues that BellSouth’s ARMIS report contains
message data that Z-Tel finds useful, we note that Z-Tel questioned
BellSouth witness Caldwell about the ARMIS report, but did not
present it or ask for it to be provided as an exhibit. Beyond a
few pages of cross-examination, we are unaware of any testimony on
the projected volume of DUF messages. There is also no evidence in
the record as to what the relationship may be between market
penetration by the ALECs and BellSouth total messages, other than

the exchange noted above, and a few similar paragraphs in the
transcript.

Even if such information were made available, we question what
Z-Tel would gain. In our view, the fatal flaw in Z-Tel’s arguments
is Z-Tel’s implicit assumption that all ALECs use DUF services to
obtain billing data for every message they process. Unless one
knows the percentage of ALEC messages for which DUF services are
obtained, one cannot use DUF as a measure of market penetration.
Similarly, levels of market penetration, absent other information,
do not indicate levels of DUF usage.

It appears from the record that the purchase of DUF services
is optional. For example, BellSouth states “ALECs who receive ODUF
do not need to wait on receipt of their bill from BellSouth to
invoice their end user customers. ODUF saves time and improves
cash flow for the ALEC.” There is no record evidence as to how
many ALECs choose to avail themselves of this service.

Nevertheless, we note unexplained discrepancies in BellSouth’s
cost study. It appears that DUF usage may be under-projected, as
explained below.

BellSouth’s model shows the projected monthly growth in DUF
messages in a number of places in the model. For example, projected
growth in ODUF messages is shown in ODUF.XLS, WP1l, lines 25 through
38. The figures for January through April 2001, appear to be based
on actual data, according to BellSouth’s explanation that “[alctual
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monthly messages were used as a base to calculate forward looking
demand by applying an estimated incremental growth in the number of
monthly message [sic] for the years 2002-2004.” The average
monthly increase in usage is approximately 4 million. For the
remainder of 2001, messages were increased by 4 million. However,
for 2002 through 2004, messages were increased by only 1 million
per month. There is no explanation for this difference. We see no
reason why the monthly increase in usage should drop to one-fourth
of that experienced for January through April 2001. Accordingly,
we find it appropriate to adjust the figures through 2004 to
reflect a monthly increase in ODUF usage of 4 million messages.

Table 2-2

ODUF Usage Projections

Month/2001 Usage Increase
January 83,890,659 N/
February 83,661,035 (299, 624)

arch 94,829,567 11,168,532
April 95,834,904 1,105,337

ay 99,934,904 4,000,000
June 103,934,904 4,000,000
July 107,834,504 4,000,000
August 111,534,904 4,000,000
September 115,934,904 4,000,000
October 119,534,904 4,000,000
November 123,934,904 4,000,000
December 124,534,901 4,000,000

file ADUF.XLS, WP1,

A similar situation occurs in the ADUF usage data.
projected growth in ADUF messages through December 2011

lines 24 through 37. These numbers are not

BellSouth

indicated to be confidential. In year one, during the first 5
months of 2001, the figures appear to be actual, as previously
discussed. Table 2-3 below includes an excerpt from the model
showing ADUF usage, as well as the increase in projected usage
calculated from the data.
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ADUF Usage Projections

Table 2-3

Month/2001 Usage Increase

anuary 50,184,495 N/A
February 53,916, 801 3,732,306
arch 72,222,597 18,305,796
April 76,058,866 3,836,269
May 81,792,645 5,733,783
June 85,592,649 3,800,000
July 85,392,649 3,800,000
Rugust 53,192,649 3,800,000
September 96,992,649 3,800,000
October 100,792,649 3,800,000
November 104,582,645 3,800,000
[December 108,392,649 3,800,000

Source: EXH 24, ADUF.XLS, WP1l, lines 24 through 37

Beginning in January 2002, each month’s messages are increased
by 1 million per month, rather than the 3.8 million used for 2001.
There is no explanation in the record as to why the projected
growth in messages was decreased to only about one-fourth of
BellSouth’s actual 2001 experience.

If the 3.8 million increase per month were used, an additional
336 million messages would be used in the calculation. The average
increase over the 5-month peried is 7,902,039 messages per month.
Accordingly, it appears that 3.8 million messages per month is
moderate, and 1 million messages per month is not supportable based
on BellSouth'’s actual experience as shown in the model. The use of
a higher average figure of nearly 8 million messages increase per
month would be based largely on what appears to be one outlier
month (February to March). Therefore, we are concerned that use of
the higher figure could over-project the usage. Accordingly, we
believe that 3.8 million messages per month, which is half the
average monthly increase shown in early 2001, is a reasonable
figure to used in calculating the projected ADUF usage. We also
note that the use of a dollar amount produces a declining
percentage in the increase in projected usage. We find this to be
a reasonable approach. There is no evidence to the contrary.
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A review of the EODUF files shows that an increase in messages
of 500 per month is used throughout the projection. These figures
are appropriate.

As discussed in the preceding sections, BellSocuth should be
allowed to recover the cost of providing DUF serxrvices through
specified rates. Accordingly, it was apprcpriate for BellSouth to
file a cost study in support of those rates. We find that the DUF
cost studies submitted in BellSouth’s 120-day compliance filing are
appropriate with certain adjustments. First, the cost study should
be adjusted to remove costs for software development which have
already been amortized. Second, the cost study should be adjusted
to reflect BellSouth’s actual growth experience in DUF messages.
We find that the existing DUF rates should be modified to reflect
these adjustments. The resulting rates are shown in Table 2-4
below.

Table 2-4

Rate Comparison

Previous BST DDC-3 BFP-19 Commission
BellSouth 01/28/02 2/11/02 Approved
Approved
Rates
L.0 ADUF
L.1.1 | ADUF Message $0.014391 $0.001858 $0.00 $0.001656
processing, per
message
L.1.3 ADUF, Data $0.0001297 $0.0001245 $0.00 $0.0001245
Tranemission, per
message
M.1 Enhanced Optional Daily Usage File
M.1.1 EODUF message $0.22510% $0.235115 $0.235150 $0.080698
proceesing - per
message
M.2 Optional Daily Usage File
M.2.1 ODUF recording, per $0.0000071 $0.0000071 $0.00 $0.0000071
message
M.2.2 ODUF message $0.006835 $0.002505 $0.00 $0.002146
processing, per
message
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M.2.3 ODUF, message $48.96 $35.91 $35.91 $35.91
processing, per
magnetic tape

provisioned
M.2.4 ODUF Data $0.00010811 $0.0001063750 $0.00 | $0.00010375
Transmisesion, per
message
III. UNBUNDLED COPPER L.OOP -~ NONDESIGNED (UCL-ND) LOOP COST

. STUDY AND MODIFICATIONS

We now examine the UCL-ND loop cost study as submitted by
BellSouth in its 120 day filing for compliance with Order No. PSC-
01-1181-FOF-TP. We then address what modifications, if any, are
appropriate and what should the rates be.

One of the requirements of our Order No. PSC-01-1181-FQF-TP,
issued May 25, 2001, is that BellSouth determine xDSL loop
nonrecurring costs that exclude the design layout record (DLR),
test point, and order coordination. Specifically, our order
stated:

. . we shall require BellSouth to file modified
versions of its xDSL nonrecurring cost studies, which
exclude the fcllowing: 1) the DLR, 2) a test point, and
3) order coordination. The purpose of these modified
cost studies is to provide us with sufficient information
to set rates for a menu of separate provisioning options.

Furthexrmore, as noted above, although the Data ALECs want
a nondesigned xDSL-capable 1loop, they alsoc want a
guarantee that the loop will not be rolled to another
facility. We find this to be a reascnable request;
therefore, based on [sic] record, we find it appropriate
to require BellSouth to provision an SL-1 loop and
guarantee not to roll it to another facility, or in other
words, guarantee not to convert it to an alternative
technology.

Order No. PSC-01-1181-FOF-TP, p. 73.
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A. COMPLIANCE WITH ORDER No. PSC-01-1181-FOF-TP

In order to meet the requirements of Order No. PSC-01-1181-
FOF-TP, BellScuth introduced its UCL-ND, element number A.13.12.
According to BellSouth witness Caldwell, this all copper loop
offering satisfies our requirement that BellSouth provision SL-1
loops and guarantee they will not be rolled to another facility or
converted to another technology.

Witness Caldwell notes that the UCL-ND differs from other
unbundled cocper 1loops previously discussed in this docket.
Specifically, the UCL-ND does not go through the design process,
which means it is not provisioned with a test point and a DLR is
not provided. Furthermore, the UCL-ND will not have a specific
length limitation. However, since its resistance is restricted to
1300 ohme, the UCL-ND generally will be 18,000 feet or less. The
costs for the UCL-ND were developed assuming loops only out to
24,000 feet from the central oifice.

According to witness Caldwell, the UCL-ND has a unique
identification when it is ordered by an ALEC. The special ordering
identification goes into BellSouth’s records, which means the loop
will never be moved from the existing copper pair that it is on.
Unlike the UCL-ND, an SL-1 loop can be any locop in the network and
can be on copper today and switched to fiber the next day.

As stated in Ordexr No. PSC-01-1181-FOF-TP, one purpose of the
modified cost studies is to provide us with sufficient information
to set rates for a menu of separate provisioning options. To this
end, we consider the options below.

1. Test Points

According to BellSouth witness Caldwell the test point is a
physical plug-in. It is both a physical location in the central
office and a physical piece of equipment that allows BellSouth’s
technicians to remotely test a loop. There is not a separate
offering for the test point piece of equipment, but BellSouth does
of fer Loop Testing Beyond Voice.

Loop Testing Beyond Voice tests the data portion of the loop.
Based on discussions with BellSouth’s Network personnel, BellSouth
witness Caldwell learned “ . . . what the CLECs really are looking
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at there is testing that’s more or less a joint acceptance
testing.” She explains that while no test point is provisioned
with the UCL-ND, an ALEC may desire a joint acceptance test to
benchmark the transmission quality of the loop and to ensure
compatibility with the xDSL service they wish to provide.
BellSouth’s previous £filing in this docket included the rate
element Testing Beyond Voice (the A. 19 elements). These costs,
however, only considered testing a designed loop that had been
conditioned. The revised loop testing elements now also consider
testing parameters for non-designed loops (SL1 or UCL-ND).

2. Engineering Information

A design layout record (DLR) is not provided with the UCL-ND.?
However, if an ALEC desires DLR type information it may purchase
the separate offering known as Engineering Information (EI). The
information provided in the EI <regarding the physical
characteristics of the loop is the same information provided to an
ALEC that does a Loop Make-Up query.

3. Order Coordination

Order coordination is precisely what the name indicates. We
note that there was limited testimony addressing this issue. No
party other than BellSouth took a position on order coordination.
ATET simply stated “The input revisions recommended by John Donovan
in his rebuttal testimony of December 10, 2001 apply equally to
BellSouth’s UCL-ND BSTLM.*

DECISION

We find that BellSouth has complied with our directives that
it develop XDSL loop nonrecurrxing costs that exclude the DLR, test
point, and order coordination. Furthermore, it appears that
sufficient information has been provided so that rates may be set
for various provisioning options. As was required in our order,
BellSouth has implemented a unique identifier for its UCL-ND loops
which will guarantee they will not be converted to an alternative
technology.

2 A DLR provides the information about the physical make-up of a loop
beginning at the central office to the customer’s premises.
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B. MODIFICATIONS AND RATES

As was argued by BellSouth in Issue 1, it believes that its
studies comply with our order. However, witness Caldwell does not
believe that the “bottoms-up” approach develops a more
representative result than does the use of factors. She notes that
BellScouth has filed the UCL-ND elements in Docket No. 960786-TP
(271 docket) based on the use of in-plants and loading factors.
She explains that those cost studies reflect our ordered
adjustments except for the reinstatement of inflation. The
BellSouth witness believes that we should establish rates for the
UCL-ND related elements in Docket No. 960786-TP once inflation is
considered.

BellSouth currently offers the UCL-ND in Florida. The current
recurring and nonrecurring rates for this offering are contained in
the BellSouth/Covad Interconnection Agreement.® Those rates were
reached as part of a settlement agreement of a case in Georgia.
Although the agreement was reached in Georgia, BellSouth agreed to
apply those rates to all ALECs regionwide. 1In addition, BellSouth
developed a study for the UCL-ND using the non-structure cost {non-
85C) version of the BSTIM (i.e., using loading factors). The study
included inflation factors as called for in the UNE Reconsideration
Order. See Order No. PSC-01-2051-FOF-TP, p. 7.

With regard to modifications to establish UCL-ND rates,
AT&T/MCI states that the input revisions recommended by witness
Donovan in issue 1 apply equally to BellSouth’s UCL-ND RBSTLM
scenario.* In that same response they also note that BellSouth
failed to comply with “this Commission’s directive to provide a
bottoms-up cost analysis. The modifications to the cost model
inputs proposed by John Donovan and Brian Pitkin apply equally to
BellSouth UCL-ND BSTLM scenario.”

DECISION

3The Covad/BellSouth arbitrated interconnection agreement was approved
by the Commission in Order No. PSC-02-0252-FOF-TP, issued February 27, 2002.
The rates for the UCL-ND are found on page 179 of 633.

*AT&T/MCI did not propose any non-recurring rates in this proceeding.
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As previously discussed, while we believe that the “bottoms-
up” approach presented in this case is not without imperfections,
loop rates should nevertheless be revised. These recurring rates
are shown in Appendix A. The rates for Engineering Information and
Test Points should be those proposed by BellSouth in its UCL-ND
cost study filing in this phase of this docket. We note that the
rates for Loop Testing Beyond Voice Grade were significantly
reduced, since loops other than designed loops are now being
considered. The rates for Order Coordination should be those rates
approved by us in Order No. PSC-01-2051-FOF-TP. Table 3-1 provides
a summary of the non-recurring rates for all the UCL-ND elements.

Table 3-1
UCL-ND Element Rates
Element Number & Description Non-Recurring Disconnect
First aAdd’l First Add’1l
A.l1.8 - Engineering Information $13.49

A.13.12 - TCL-ND

Zone 1 $44 .98 $20.90 $24 .88 $6.45
Zone 2 $44.98 $20.90 $24.88 $6.45
Zone 3 $44.98 $20.90 $24.88 $6.45

A.19.1-Loop Test Beyond Voice $48.65 $23.95

Grade-Basic per 1/2 hour

A.19.2-Loop Test Beyond Voice $63.48 $31.35

Grade-QOvertime per 1/2 hour

A.19.3-Loop Test Beyond Voice $78.30 $38.74

Grade-Premium per 1/2 hour

N.1.5-Order Coordination $9.00

N.l.6-Order Coordination for $23.02

Specific Conversion Time

Source Information:

Elements A.1.8 and A.13.12 - Exhibit 3, p. 4.

Elements A.19.1, A.19.2, A.19.3 - Exhibit i1, p. 2.

Elements N.1.5 and N.1.6 - Order No. PSC-01-2051-FOF-TP, p. 63.

We find that BellSouth has complied with our directives in Order
No. PSC-01-1181-FOF-TP, as far as the UCL-ND cost study. It has
determined xDSL loop nonrecurring costs that exclude the design
layout record, test point, and order coordination. In addition, it
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appears that BellSouth has provided sufficient information to set
rates for a menu of separate provisioning options. Furthermore, as
we ordered, BellSouth has developed a method to guarantee that UCL-
ND loops will not be converted to an alternative technology.

We find that the recurring rates for the UCL-ND shall be those
shown in Appendix A. The non-recurring rates for Engineering
Informaticn and Test Points shall be those proposed by BellSouth in
its cost study filing in this docket, as noted in Table 3-1 above.
The rates for Order Coordination should be those rates approved by
us in Order No. PSC-01-2051-FCF-TP.

IV. NID COST STUDIES AND RATE OR RATE STRUCTURE MODIFICATIONS

First, we have been asked to address what revisions, if any,
should be made to NIDPs in both the BSTLM and the stand-alone NID
cost study. We are then asked to consider to what extent, if any,
should the rates or rate structure be modified.

Because of inconsistencies in BellSouth’s application of
exempt material costs for its NIDs, we ordered BellSouth to
identify and explain all necessary revisions that should be made to
its NID costs in the BSTLM and in its stand-alone NID study.®
Specifically, we stated:

We find there are inconsistencies in BellSouth'’s material
costs for the 2-line and 6-line NID housing. As we
discuss in sub-section O of this Order with regard to
loadings, it is our understanding that a component of the
in-plant factors applied to investments is designed to
recover the cost of exempt materials. However, in the
BSTIM the revised inputs for both 2-line and 6-line NID
housing include a $9.68 adjustment for exempt materials.
We find that because these inputs presumably would also
be multiplied by the in-plant loadings which are meant to
recover the costs of exempt material, BellSouth may be
double counting exempt materials added to the NID
investment, which is included in the various loop rates.
Our review of BellScuth’s work papers for the standalone
NIDs (Elements A.2.44 and A.2.45) shows that the input

5A NID is the device at a residential or business customer’s premises,
within which the drop wire terminates. Order No. PSC-01-1181-FOF-TP, p. 235.
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values used for the NID housing (2-line and 6-line) do
not include any costs for exempt materials. These work
papers do not reflect the application of the in-plant
factors which were designed to capture exempt materials;
therefore, it does not appear that BellSouth has captured
any exempt material costs in its standalone NID rate.

Order No. PSC-01-1181-FOF-TP, pp. 237-238.

Given these inconsistencies we found that an adjustment must
be made; however, based on the record in the prior phase of this
docket it was not clear what the correction should be.
Accordingly, we ordered that BellSouth:

.. identify and explain all necessary revisions that
should be made to NIDs (becth in the BSTLM and in its
standalone NID study) when BellSouth refiles the BSTLM
and the BSCC within 120 days of the date of the order, as
addressed in sub-section O. If BellSouth believes
revisions are necessary, BellSouth should, as
appropriate, submit modified versions of the BSTLM and
the BSCC. If BellSouth believes that no corrections are
warranted, BellSouth shall provide a detailed explanation
reconciling the apparent inconsistencies discussed above.

Order No. PSC-01-1181-FOF-TP, p. 238.

According to BellSouth witness Caldwell, adjustments are not
required to the NID costs considered in the BSTLM (the NID
provisioned with the loop). She believes that only the stand-alone
NID cost studies require a revision.

Witness Caldwell explains how the NID provisioned with the
loop and the stand-alone NID differ. To begin with, the witness
notes that typically the NID is provisioned with the loop at the
time the residence or business line is constructed and the drop
wire is placed and treated as capitalized investment. For most
cable placements in BellSouth’s studies, exempt material is
recovered through an in-plant factor. However, witness Caldwell
explains that a different approach is taken for the NID and drop.
Specifically, she states:
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BellSouth, in the BSTLM, directly identifies items
normally captured in an In-Plant factor (labor, exempt
materials, sales tax, etc.) for the capitalized drop and
NID. Thus, because the NID investment generated by the
BSTLM already considers exempt material, taxes, labor,
etc., the BellSouth Cost Calculator does not need to
apply the In-Plant factors to drop and NID investments.
BellSouth reflected this by assigning special “sub-FRCs”
to the drop and NID. These special sub-FRC codes are 22C-
01 or 45C-01. The “01” sub-FRCs instruct the BellSocuth
Cost Calculator not to apply In-Plant factors to those
items of plant. Therefore, BellSouth’'s NID costs
associated with unbundled loops are correct and no
“double-counting” of In-Plant costs associated with the
NID or drop occurs.

Unlike the NID provisioned with the loop, the stand-alone NID
is a distinct UNE offering. This offering is designed for
situations where the existing NID is not suitable for an ALEC’s
connection, where BellSouth terminates its loop directly to the
inside wire, or when the ALEC specifically requests a particular
NID. A nonrecurring fee is assessed for the installation,
material, and cross connect (if appropriate) for the stand-alone
NID. The witness explains that:

The stand-alone NID material (housing, interface, and
protectors) is exactly the same as the NID placed with
the loop. As found by the Commission in its Order,
BellSouth did not apply exempt materials in the stand-
alone NID study. In fact, BellSouth should indeed have
included exempt material in its stand-alone NID costs.
BellSouth has included this adjustment in this filing.
Further, these are the appropriate costs to be used to
establish rates for Stand-Alone NID/NID Access elements.

As part of its arguments as to why the BellSouth cost models
fail to meet our ordered requirements, AT&T/MCI witness Pitkin
alleges that “BellSouth still includes linear loading factors in
the BSTLM - exactly the type of linear loading factors that this
Commission previously concluded were the <cause of <cost
distortions.” As it relates to the NID, witness Pitkin believes
that because the BSTLM explicitly models the costs of NIDs and
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drops, the exempt material loading factor should exclude these
itemg. Specifically, he states:

BellSouth did not remove any of the exempt materials
associated with NIDs or drop wires in its calculation of
the exempt material 1loading factor and thus double-
counted these investments. In fact, BellSouth has not
identified each item that is included in exempt material.
Unless BellSouth produces information sufficient to
determine that it properly eliminated ali such
inappropriate and double-counted material from the
calculation of the exempt material loading factor, this
Commission should reject BellSouth’s 1loading factor
estimates.

BellSouth witness Caldwell argues that witness Pitkin‘’s
assertions regarding exempt material loading factors are
incorrect. The BellSouth witness provided a quote from her reply
affidavit filed in connection with BellSouth’s application to the
FCC to provide in-region long distance service which she believes
“fully explains why he is wrong.” As stated in witness Caldwell’s
affidavit:

The laber-related costs of placing service drop wires and
the associated NIDs are assigned to Asset Category Code
("ACC*") 248 (Aerial cable - Metallic Drop) and ACC 548
(Buried Cable - Metallic Service Drop). The material
costs of the service drop wires and associated NID units
are classified to exempt material. The cost of exempt
material, however, is distributed as part of the monthly
allocations process to the various ACCs (including ACC
248 and ACC 548) based on the direct labor dollars
associated with each ACC. In the development of in-plant
factors for ACC 022 (Rerial Cable - Metallic) and ACC 0465
(Buried Cable - Metallic), BellSouth does not include any
of the assignments to ACC 248 or ACC 548. Therefore, the
costs of placing service drops and NIDs are not reflected
in the in-plant factors.

Caldwell Reply Affidavit, CC Docket 01-277,9Y37, (emphasis by
witness). Witness Caldwell reiterated that BellSouth excluded ACCs
248 and 548, the asset accounts containing NID/drop costs, from the
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development of the exempt material loading factors. Therefore, she
believes witness Pitkin’s claim is without merit.

Whether or not the cost models filed by BellSouth in this
phase of the proceeding comply with our Order was addressed
earlier in this Order, as well as the use of certain loading
factors. We believe that the instant issues are meant to address
what correctiocns, if any, are necessary to BellSouth’s NID cost
studies, and the appropriate rates for the stand-alone NID and the
NID provisioned with the loop. As such, these issues can be
resolved independently of any other issues in this Order.

DECISION

As specifically addressed in Order No. PSC-01-1181-FOF-TP, we
ordered that BellSouth identify and explain all necessary revisions
that should be made to its NID costs both in the BSTLM and in its
standalone NID study because of inconsistencies in the application
of exempt material costs for its NIDs. We believe BellSouth has
satisfactorily explained why there were inconsistencies and how
these inconsistencies have been corrected. Therefore, we find that
the stand-alone NID rates shall be adjusted to include exempt
materials. The appropriate rates for the stand-alone NID shall be
those found in Table 4-1. No adjustment shall be made to the costs
considered in the BSTLM for the NID provisioned with the loop. The
appropriate rates for the NID provisioned with the loop are those
rates we ordered in Order No. PSC-01-2051-FOF-TP.

Table 4-1
Stand-Alone NID Rates
Element Number & Description Non-Recurring Non-Recurring
First Additional
A.2.44-NID - 2 line $71.49 $48.87
A.2.45-NID - 6 line $113.8S $85.07

Source - EXH 48 (revised DDC-3)
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V. HYBRID COPPER/FIBER X-DSL- CAPABLE LOOP: TECHNICAL
FEASIBILITY, COMPLIANCE OF 120-DAY FILINNG, AND RATES/RATE
STRUCTURE

We now consider what is a “hybrid copper/fiber xDSL-capable
loop” offering, and is it technically feasible for BellSouth to
provide it. We also consider the appropriateness of BellSouth’s
compliance filing as well as what should the rate structure and
rates be.

By Order No. PSC-01-1181-FOF-TP (Order 1181}, issued May 25,
2001, we recognized that there was record testimony regarding DSL
service being provisioned over a hybrid copper/fiber loop.

The Data ALECs apparently view this technology as one
worthy o¢f an UNE status. Nevertheless, there is
insufficient record evidence regarding the specific
components of these loops, such as line cards, vendors,
and their associated prices.

Further, Order 1181 stated:

. . because we believe that BellSouth is obligated, if
technically feasible, to provide hybrid copper/fiber
xDSL-capable loops to Data ALECs, BellSouth shall be
required to submit a cost study for hybrid copper/fiber
XDSL-capable loops within 120 days from the issuance of
this Order for further consideration by this Commission.
(Order 1181 at p. 75)

Order No. PSC-01-2051-FOF-TP {Reconsideration Order) clarified
our position. The Reconsideration Order stated:

While BellSouth appears to believe that we have already
reached a conclusion that BellSouth must provision xDSL
service over hybrid loops, we clearly stated in our Order
that this obligation applies "“if technically feasible.”
We have drawn no conclusions as to the feasibility of
this proposal. In fact, we recognized that there was
insufficient record evidence regarding even the
components of such a loop. We did, however, find that
there was enough evidence in the record to warrant
further investigation of hybrid loops.



ORDER NO. PSC-02-1311-FOF-TP
DOCKET NO. S590645A-TP
PAGE 83

However, we recognized that the reference to “hybrid
copper/fiber xDSL-capable loops” in Order 1181 could be considered
somewhat ambiguous. For this reason, we clarified in the
Reconsideration Order “. . . that hybrid copper/fiber xDSL-capable
loops are those deployed over fiber/DLC loops.” Reconsideration
Order at p. 1l.

A. HYBRID COPPER/FIBER XDSL-CAPABLE LOOP COMPONENTS

BellSouth witness Milner comments on BellScuth's hybrid
copper/fiber xDSL-capable loop product design; witness Williams
discusses BellScuth’s unbundling requirements as it relates to line
sharing and line splitting; and witness Caldwell expounds on the
cost development of the loop. Witnesses Caldwell and Milner
describe BellSouth’s mcdeled hybrid copper/fiber xDSL-capable loop
required by Order 1181. The provisioned loop will allow an ALEC to
provide Digital Subscriber Line (DSL) capability to its customers
over a BellSouth loop served by fiber-fed digital 1loop carrier
systems (DLC), without unbundling packet switching. The Unbundled
Network Element (UNE)consists of: (1) a dedicated, non-designed
two-wire copper physical transmission facility that connects the
Alternative Local Exchange Carrier’s (ALEC’s) Network Interface
Device (NID) at the end user’s premises to a Digital Subscriber
Line Access Multiplexer (DSLAM) at the remote terminal (RT); (2) a
DSLAM located at the RT; and (3) a dedicated DSi facility from the
DSLAM at the RT to the BellSouth central office (CO). Witness
Milner asserts that BellSouth’'s mcdeled hybrid xDSL. UNE loop
incorporates the DSLAM functionality, which negates any requirement
for ALECs to collocate their own DSLAMs in BellSouth’s RTs. The
witness opines that this particular loop offering was requested as
a result of the expressed desire of ALECs not to have to deploy
DSLAMs in RTs.

Witness Milner asserts that BellSouth's cost study only
includes the packet switching functiocnality contained in the DSLAM
at the remote terminal (RT); BellSouth has not included any packet
switching functicnality at the central office (CO). BellSouth’s
proposed hybrid copper/fiber xDSL-capable loop architecture is
designed to terminate the loop into the ALEC’s own packet switch
for further processing and switching to distant locations.
BellSouth witnesses Milner and Williams assert that we only asked
BellSouth to submit a cost study for a hybrid copper/fiber xDSL-
capable loop. Witness Williams adds that the study is not, and
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never was intended to be a total system or an end-to-end offering
that included the unbundling of BellSouth’'s packet switched
network. Witness Milner argues that a packet switch 1is a
completely separate and distinct ccmponent from the loop which the
FCC has addressed and concluded that ILECs are not required to
provide as a UNE except in limited circumstances.

As witness Milner explains, the subloop feeder facility, a
dedicated DS1, is designed as fiber feeder and provides the
transport from the RT to the CO. The facility is assumed to be
dedicated to the ALEC. If the facility were not dedicated, a
packet switch would be required to disaggregate the packet stream
to various service providers. Witness Milner notes that, while
BellSouth is opposed to sharing its DSLAM with the ALECs at TELRIC
rates, it is not opposed to the ALECs sharing the transport among
themselves. However, shared transport implies a packet switch is
involved. When questioned regarding the costs of a dedicated
circuit and a shared circuit, BellSouth witness Milner contends
that the underlying costs would be the same, but the difference
would be in the allocation of those costs. If shared transport is
used in the feeder portion of the hybrid copper/fiber loop rather
than a dedicated circuit, the BellSouth witness asserts that this
would result in BellSouth unbundling not only the DSLAM but also a
packet switch.

BellSouth witnesses Milner and Williams agree that both ALECs
and BellSouth would benefit from the shared placement of DSLAMs at
RTs. Further, witness Milner affirms that it is technically
feasible for BellSouth and the ALEC to share use of the DSLAM at
the RT in providing services, although asserting it is not proper
from a regulatory perspective. Assuming there could be an
arrangement between the companies to share the DSLAM, witness
Milner suggests the costs could be allocated on the basis of the
number of ports. However, some costs associated with the DSLAM are
more sensitive to the amount of packet traffic that is conveyed by
each individual customer. “For example, the ALEC may have half the
customers but those customers may generate 95% of the traffic which
is carried over the shared facility.” 1In that case, witness Milner
suggests an allocation of the transport traffic-sensitive costs
based on the number of packets sent. The witness notes that there
might also need to be some blending of both traffic-sensitive and
non-traffic sensitive costing to accurately assess the right
amounts to each party. Finally, witness Williams asserts, in
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response to our questions regarding the sharing of DSLAMs, that
BellSouth would be interested in an arrangement where it could
provide RT DSLAMs at market rates. BellSouth is not willing,
however, to provision RT DSLAMs at TELRIC rates.

Contrary to BellSouth, AT&T and MCI witness Darnell and
Florida Digital Network, Inc. (FDN) witness Gallagher assert that
the hybrid copper/fiber xDSL-capable loop should include the DSLAM
at the RT, unbundled packet switching, as well as shared transport.
Additionally, FDN witness Gallagher asserts that the
characteristics of a hybrid/copper fiber xDSL-capable loop should
not be dependent upon a particular type of DLC infrastructure.
Whether the DLC is copper-fed or fiber-fed, witness Gallagher
argues that the DSL traffic still must be multiplexed at the RT.

FDN witness Gallagher further asserts that the broadband UNE
loop as proposed in Docket No. 010098-TP (the FDN Arbitration)
should be the hybrid copper/fiber xDSL-capable loop offering under
consideration here, rather than the offering configured by
BellSouth. The witness explains that for a DLC loop to be xDSL-
capable, packet switching must be performed by a DSL line card
(combo card or integrated DLC card), or by a DSLAM at the RT.
Witness Gallagher asserts that consideration of a new UNE loop
without unbundled packet switching at the RT would serve no
purpose. The witness argues that ALECs need to be able to purchase
a port-at-a-time rather than an entire l6-port DSLAM, and shared
DS1 feeder rather than a dedicated DS1. Witness Gallagher explains
that there are three components in a hybrid copper/fiber loop.

The first two components are subloops: (1) the copper
subloop between a remote terminal and a customer
{(“distribution”), and (2) the fiber subloop between a
remote terminal and a central office (“feeder”). The
third component 1is the DLC that connects the two
subloops, together with any supporting eguipment
necessary to perform whatever switching functions may be
required based upon the nature of the transmission. For
circuit-switched wvoice traffic, this third compcnent
includes voice-grade DLC line cards that are used to pass
the transmission from the distribution to the feeder. To
be “xDSL-capable,” however the DLC component must either
include DSL-capable line cards or, if such cards are not
supported by the DLC system, a DSLAM. The DSL line card
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or DSLAM performs packet switching functionality at the
remote terminal so that it is possible to transmit the
DSL-based services between the distribution pairs and the
feeders.

As noted above, the basic difference between BellSouth'’s
modeled hybrid copper/fiber =xDSL-capable loop and the loop that
AT&T/MCI and FDN advocate is that the ALECs propose a loop with
shared rather than dedicated transport and access to the DSLAM at
a "line-at-a-time.” However, it is important to remember that
while BellSouth’s modeled UNE locop includes unbundling the packet
switching function at the RT, BellSouth is adamant that while this
modeled loop has been submitted at our direction to gather
additional information, it should not be required. BellSouth
believes that in order for an ALEC to provide DSL service to a
customer served behind an RT, it should have to locate a DSLAM at
the RT.

B. TECHNICAL FEASTIBILITY

The parties agree that the hybrid copper/fiber xDSL-capable
loop modeled by BellSouth is technically feasible. Moreover, the
parties agree that the added unbundling of the DSLAM at a “line-at-
a-time” as FDN and AT&T/MCI have recommended, is also technically
feasible. However, BellSouth and FDN witnesses agree that allowing
access to a DSLAM on a “line-at-a-time” would require the ATM
packet switch at the central office to be included in the
configuration. The commingling of the packets from the DSLAM at
the RT to the CO would require an ATM switch at the CO to separate
and send the packets to their respective destinations, whether that
be a BellSouth, an FDN, or some other ALEC destination.

While BellSouth witnesses Milner and Williams affirm it is
technically feasible for BellSouth to provide the offering it has
modeled, they note that one of the elements of this offering is the
DSLAM which the FCC has exempted as a UNE except under limited
circumstances, none of which exist in Florida. The witnesses
reference the FCC’s 1999 UNE Remand Order®, in which the FCC states

¢ Order No. FCC 99-238, Local Competition Third Report and
Order and Fourth Notice of Proposed Rulemaking, CC Docket No. 96-
98, released November 1999.



ORDER NO. PSC-02-1311-FOF-TP
DOCKET NO. 990645A-TP
PAGE 87

that “[tlhe packet switching network element includes the necessary
electronics (e.g., routers and DSLAMs) .” (UNE Remand Order at §304)
The FCC also states that “We decline at this time to unbundle the
packet switching functionality, except in limited circumstances.”
(UNE Remand Order at 9306) The “limited circumstances” in which
ILECs are required by the FCC to unbundle packet switching are
contained in 47 C.F.R. Section 51.319 (Rule 51.319) Rule
51.319(c) (5) states:

(5) An incumbent LEC shall be required to provide
nondiscriminatory access to unbundled packet switching
capability only where each of the following conditions
are satisfied.

(i) The incumbent LEC has deployed digital 1loop
carrier systems |[DLC], including but not limited
to, integrated digital loop carrier or universal
digital loop carrier systems; or has deployed any
other system in which Tfiber optic facilities
replace copper facilities in the distribution
section (e.g., end office to remote terminal,
pedestal or environmentally controlled vault);

(ii) There are no spare copper loops capable of
supporting xDSL services the regquesting carrier
seeks to offer;

(iii) The incumbent LEC has not permitted a
requesting carrier to deploy a Digital Subscriber
Line Access Multiplexer in the remote terminal,
pedestal or environmentally controlled vault or
other interconnection point, nor has the requesting
carrier cbtained a virtual collocation arrangement
at these subloop interconnection points as defined
by paragraph (b) of this section; and

(iv) The incumbent LEC has deployed packet
switching capability for its own use.

BellSouth witness Williams asserts that the premise of the FCC
finding was that advanced services were being deployed timely in
certain market segments in the business area. HEe notes that the
FCC concluded that competitors may be impaired in their ability to
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offer service without access to ILEC facilities due in part to the
cost and delay of obtaining collocation in every CO, namely the
residential and small business market segment. However, BellSouth
witness Ruscilli notes that the FCC concluded that the existence of
competition alone precludes a finding of impairment.

As part of Docket No. 010098-TP, the FDN and BellSouth
arbitration, BellScuth and FDN agreed that we “may establish a new
UNE if the carrier seeking the new UNE carries the burden of
proving the impairment test set forth in the FCC’s UNE Remand
Order.” Moreover, BellSouth and FDN agreed that the “impair”
standard contained in Rule 51.317 is controlling when a state
commission determines whether to mandate UNEs in addition to those
established by the FCC. FCC Rule 51.317(b) (1) states:

A requesting carrier’s ability to provide service is
“impaired” if, taking into consideration the availability
of alternative elements outside the incumbent LEC’s
network, including self-provisioning by a requesting
carrier or acquiring an alternative from a third-party
supplier, lack of access to that element materially
diminishes a requesting carrier’s ability to provide the
services it seeks to offer. . . If the Commission
determines that lack of access to an element impairs a
requesting carrier’s ability to provide service, it may
require the unbundling of that element

In considering whether lack of access to a network element
“materially diminishes” a requesting carrier’s ability to provide
service, state commissions should ccnsider whether alternatives in
the market are available as a practical, economic, and operational
matter. In doing so, the state commissions are to rely on factors
such as cost, timeliness, quality, ubiquity, and impact on network
operations, to determine whether altermative network elements are
available. See FCC Rule 51.317(b) (2). State commissions may also
consider additional factors, such as whether unbundling of a
network element promotes the rapid introduction of facilities-based
competition; investment and innovation; and reduced regulation.
The state commission may also consider whether unbundling the
network element will provide certainty to requesting carriers
regarding the availability cof the element, and whether it is
administratively practical to apply. See FCC Rule 51.317(b) (3).
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BellSouth witness Ruscilli contends that BellSouth offers UNEs
that allow an ALEC to transport data from the ALEC’s packet switch
to a DSLAM it collocates at a remote terminal, and BellSouth
provides UNEs that allow an ALEC to transport data from a DSLAM it
collocates at a RT to its end user’'s premises. Further, BellSouth
will permit a requesting carrier to deploy a DSLAM at the RT,
pedestal, or environmentally contrelled  vault or other
interconnection point. If BellSouth cannot accommodate such
collocaticn of a DSLAM, BellSouth will provide unbundled packet
switching to that particular location, as required by the FCC’s UNE
Remand Order.

BellSouth witness Ruscilli further asserts that ALECs are not
impaired by the fact that BellSouth provides neither packet
switching nor the DSLAM as a UNE because ALECs can purchase,
install, and utilize these elements just as easily and as cost-
effectively as BellSouth. Once the ALEC has the regquisite
equipment, the ALEC can use third-party equipment in combination
with its own facilities, facilities of a third party, or with UNEs
it obtains from BellSouth to provide its own XDSL service to its
customers. Besides not meeting the impairment standard, witness
Ruscilli argues that wunbundling of the packet switching
functionality and provisioning the DSLAM as a UNE is not good
public policy. BellSouth witness Williams indicates that no ALEC
has collocated a DSLAM at a RT in Florida.

On the other hand, FDN witness Gallagher asserts that FDN has
collocated in over 110 locations in Florida where it is unable to
gain access to DSL-capable loops from those locations to RTs to
almost 70% of the addressable DSL market. The result is that
BellSouth possesses more than a 90% share of the DSL market in
Florida and is the only carrier offering DSL service where DLCS are
deployed in RTs. Witness Gallagher asserts that FDN is therefore
impaired with regards to the scope and scale of collocation.
Additionally, witness Gallagher admits that FDN’s impairment is one
of financial constraints.

To this, BellSouth witness Ruscilli responds that the FCC
addressed impairment in its UNE Remand Order, concluding that:

Because the ILEC dcoes not retain a monopoly position in
the advanced services market, packet switch utilization
rates are likely to be more egqual as between requesting
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carriers and incumbent LECs. It therefore does not
appear that incumbent LECs possess significant econcmies
of scale in their packet switches compared to the
requesting carriers.

UNE Remand Order at 9§308.

Regarding FDN's desired offering, which would require the
unbundling of the DSLAM at the RT and the ATM switch at the CO,
BellSouth argues that to include ATM packet switching in a UNE
offering requires us to find that lack of access to such switching
materially impairs an ALEC's ability to provide the services it
geeks to offer. FDN witness Gallagher argues that “for a DLC loop
to be xDSL-capable, packet switching must be performed by the DSL
line card or DSLAM at the remote terminal.” However, witness
Gallagher agreed that if ALECs were given access to BellSouth’s
DSLAM a “line-at-a-time” as he wants, the ATM switch at the CO also
would have to be unbundled in order to disaggregate the
intermingled packets of the ALEC and BellSouth.

BellSouth witness Williams asserts that BellSouth does not
currently deploy DLC equipment capable of using the integrated
voice and data line cards. The very limited number of Next
Generation Digital Loop Carrier (NGDLC) systems deployed by
BellSocuth support voice only and are not capable of using the combo
card, except for a small number used solely for testing purposes.
Notwithstanding the inability of BellSouth to provide a NGDLC that
uses an integrated combo card and the fact that BellSouth does not
offer a hybrid copper/fiber xDSL-capable UNE loop offering, witness
Williams argues that FDN is not limited to line sharing only over
copper facilities. “For example, FDN could collocate a DSLAM in
BellSouth’s RT. Alternatively, FDN could provision its own fiber
optic cable, install DSLAMs in its own cabinetry in proximity to
BellSouth’s RT, and acquire only the unbundled loop distribution
subloop element.” Thus, witness Williams claims that BellSouth
does not preclude ALECs from serving customers regardless of
whether or not those customers are served by copper loops.

FDN witness Gallagher asserts that if a hybrid copper/fiber
xDSL-capable UNE loop is not created that includes DSLAMs provided
on a “line-at-a-time” basis, FDN will incur significant delays in
deploying service. BellSouth witness Ruscilli responds, noting
that the PCC specifically stated in its January 19, 2001 Order in
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CC Docket No. 96-98 ™“that ILECs have no obligation to provide
DSLAMs, much less provide them on a ‘port-by-port’ basis.”
Additionally, witness Ruscilli asserts that ALECs should not be
provided all of the benefits and none of the time or risks that
BellSouth has had to incur with its deployment of DSLAMs in RTs.
The witness asserts that ALECs can obtain unbundled xXDSL loops with
the same speed that BellSouth could provide for itself without the
proffered UNEs. Obtaining a DSLAM and DS1 feeder at the RT, and
the time delays experienced in initiating service to an initial
customer served by a RT, axre the same for FDN as BellSouth
experienced when it first began deployment two years ago.

FDN witness Gallagher further asserts that the use of shared
DSL facilities would be more efficient than the use of separate,
dedicated facilities, and would increase the deployment of
broadband to Florida consumers and businesses. “The aggregation
of all ILEC and ALEC traffic through shared DSLAMs would be the
best way to ensure efficiency not only for ALECs, but also for
BellSouth.” Witness Gallagher argues that the higher utilization
rate resulting from the shared use of DSLAMs will enable all
carriers to reduce their per customer costs, thereby reducing
prices. Further, sharing could generate sufficient demand to
enable the use of higher capacity facilities, such as 96-port
DSLAMs or DS3 feeders, which are more efficient and cost-effective.
Additionally, witness Gallagher asserts that sharing of facilities
will enable consumers to enjoy the benefits of line sharing, that
is, obtaining voice and data services from separate carriers on the
same line, Finally, witness Gallagher claims that in a shared
facilities architecture, it will be easier and less costly for
customers to switch DSL providers.

BellSouth witnesses Milner and Williawms respond to FDN’s
proposal for shared facilities stating that sharing discourages
ALECs from building facilities and discourages diversity and
innovation. Morecover, witness Williams asserts that FDN’s proposal
would necessitate very extensive and expensive BellSouth support
system re-writes. However, witness Williams admits that there is
no evidence or documentation detailing what the cost would be and
the details of the changes required. Regarding FDN witness
Gallagher’s assertions of the benefits of line sharing as a result
of the sharing of DSLAMs, witnesses Milner and Williams argue that
the noted benefits are without merit because there are no
difficulties with cross-connections or alleged potential space and
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resource limitations. BellSouth witness Milner asserts that line
sharing in a shared condition is no different than in circumstances
where the ALEC provides its own DSLAM at the RT. Finally, witness
Williams asserts that FDN's shared facilities propecsal puts
BellSouth at risk of not recovering the cost of the DSLAM
investment in the event of underutilization. Notwithstanding this,
witness Williams admits that a customer is precluded from obtaining
BellSouth DSL service and FDN voice service over the same line.
Additionally, a customer currently receiving BellSouth FastAccess
service is precluded from obtaining voice service from another
provider without losing the BellSouth service.

BellSouth witness Williams concludes that if BellSouth is
ordered to unbundle its packet switched network, no additional end
users would have broadband access because ALECs would then only
target those customers who currently have BellSouth ADSL available
to them. The witness argues that such a result contradicts wide

scale deployment of competitive broadband networks. Instead, he
says, what would xresult will be nothing more than “customer
swapping,” as no new deployment would result. In fact, such an

unbundling requirement would dissuade ALECs from deploying their
own equipment. In contrast, if an ALEC deployed its own DSLAM at a
remote terminal where BellSouth has not yet deployed its own DSLAM,
that ALEC would get a leg up on other ALECs and on BellSouth, and
customers who had previously been unable to receive ADSL service
could get the service. This, witness Williams asserts, would make
DSL services available to more Floridians than FDN’s proposal.

Witness Williams agrees that the hybrid copper/fiber loop
designed by BellSouth in the 120-Day filing puts ALECs in the same
basic position with regard to having their own dedicated DSLAM and
dedicated transport, similar to self-provisioning which is claimed
to impair ALECs. While witness Williams agrees that no ALEC has
collocated a DSLAM at any RT in Florida, he notes that there are
several ALEC collocations underway in other states. Witness
Williams notes that these collocations are not the result of any
action from a state commission and the rates are negotiated through
the interconnection agreement process.

Witness Williams states that TELRIC pricing does not permit
BellSouth to recover its costs because TELRIC is based on forward-
looking technology and not BellSouth’s actual facilities. However,
as the witness agreed, “that’s what competition is all about; that
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if the cost of providing service goes down, it doesn’t matter what
you have on your bocoks and what you invested years ago, you're
limited by competition to what it costs now to provide service.
." Of course, witness Williams asserts that this same argument
applies to all of the components that BellSouth is now required to
unbundle.

According to witness Williams, BellSouth’s goal is to be able
to provide DSL service to 76% of its customers in Florida by the
end of 2002. In fact, BellSouth plans to begin deployment of

integrated DLC line cards into more rural communities. The
integrated line cards will allow BellSouth to retrofit its older
DLCs to potentially serve one oOr two customers. As witness

Williams explains, the integrated line card, or combo card, is
basically a DSLAM on a card. BellSouth is currently conducting a
study to determine the market rate for sharing these new integrated
DLC 1line cards. However, witness Williams asserts that the
deployment of integrated line cards is on hold pending the outcome
of this proceeding. While BellSouth plans to deploy integrated line
cards to support its wholesale ADSL service, given the cost of the
technology, witness Williams argues that the line cards cannot be
justified at TELRIC rates.

AT&T/MCI witness Darnell disagrees with BellSouth witness
Milner’s assertion that the FCC has exempted the DSLAM from being
a UNE. To the contrary, witness Darnell asserts that the FCC
simply does not require BellSocuth to provide DSLAMs as UNEs,
provided certain conditions are met.

Simply because the FCC does not require BellSouth to
provide DSLAMs as UNEs in all cases does not mean that
BellSouth is exempt from ever having to do so. This
Commission certainly can reguire BellSouth to provide
DSLAMs as UNEs.

Further, witness Darnell contends that BellSouth’s refusal to
provide a DSLAM as an UNE will impair an ALEC’s ability to compete
with BellSouth. He asserts that the additional bandwidth achieved
from the DSLAM opens the door for new applications and will help
facilitate economic development. "An effectively competitive
broadband market is a worthwhile objective of any public service
commission.” However, witness Darnell is unsure whether we must
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determine that ALECs are impaired by lack of access to the DSLAM
before we can require that it be unbundled as a UNE.

c. APPROPRIATENESS OF BELLSOUTH'S COST STUDY

Order 1181 noted insufficient record evidence regarding the
specific components of a hybrid copper/fiber xDSL-capable loop,
such as line cards, vendors, and their associated prices. The
hybrid copper/fiber xDSL-capable loop cost study required by Order
1181 was to “explicitly model the costs of hybrid copper/fiber
xDSL-capable loops and incorporate all approved adjustments set
forth herein, breaking out the additive costs for test points,
order coordination, and DLR.” Order 1181 at 76. Further, the
Reconsideration Order clarified that hybrid copper/fiber xDSL-
capable loops “are those deployed over <fiber/DLC loops.”
Reconsideration Order at p. 11.

The BellSouth configuration of a hybrid copper/fiber xDSL-
capable loop is comprised of subloop distribution, subloop feeder,
and a DSLAM. The subloop feeder as well as the DSLAM are dedicated
to the ALEC. In other words, the ALEC is required to purchase an
entire 16-port DSLAM regardless of the quantity of customer lines
the ALEC serves. Witness Milner explains that the loop element is
priced the same whether the ALEC chooses to use it as only a voice
circuit or to use it for its higher capacity capabkility of voice
plus broadband. ™“BellSouth has no cbligation to bifurcate its loop
offerings between multiple ALECs, although nothing prevents an ALEC
from sharing the loops it leases from BellSouth with other ALECs.
Of course, if the ALECs desire not to purchase the BellSouth
provided DSLAM at the remote, the ALEC always has the option to
deploy its own DSLAM.”

Regarding the concept of shared DSLAMs, witness Milner
responds that “the aggregation of ALEC and ILEC traffic through
shared DSLAMs at the remote site would require the use of a packet
switch at the central office end of the circuit to disaggregate the
packets by service provider and route them to their appropriate
destination (such as the ALEC's collocation arrangement). This in
effect would egquate to a requirement upon BellSouth to provide
unbundled packet switching.” Witness Milner emphasizes that the
FCC has determined that BellSouth is not required to provide
unbundled packet switching. However, he notes that nothing



ORDER NO. PSC-02-1311-FOF-TP
DOCKET NO. 990645A-TP
PAGE 95

prevents a dgroup of ALECs from incorporating their own sharing
arrangements with DSLAMs, transport, and packet switching.

Nonetheless, BellSouth witness Williams asserts that FDN's
witness Gallagher is asking us to require BellSouth to unbundle its
packet switched network and accommodate FLN's request for a port-
at-a-time, while both us and the FCC have ruled previously that
BellSouth is not required to do so. Furthermore, FDN‘s proposal
places 100% of all investment and risk on BellSouth, with FDN
receiving all of the benefits. Moreover, witness Williams contends
that FDN’s arguments regarding its inability to provide xDSL
services to end users using BellSouth’s network are based on
speculation rather than fact. He claims that BellSouth provides
reasonable and workable solutions to ALECs to offer xDSL services
to end users served from a DLC RT. Finally, witness Williams
asserts that FDN’s request would not increase the number of
broadband users, but rather would only change the provider of these
services.

Witness Williams notes that in the UNE Remand Order, the FCC

stated that “regulatory restraint. . . may be the most prudent
course of action in order to further the Act’s goal of encouraging
facilities-based investment and innovation.” UNE Remand Order at

9316. Further, the FCC declined to reguire ILECs to unbundle
packet switching out of concern that such a requirement would
impede competition and stifle innovation. Id., 9314-316. Witness
Williams argues that there have been no significant changes in the
telecommunications environment that would warrant any
reconsideration of this issue, and accordingly, we should not rule
inconsistently with the FCC.

Witnesses Milner and Williams assert that FDN'’s port-at-a-time
proposal exposes BellSouth to the following risks: obsolescence of
technology; underutilization of equipment, especially DSLAMs; and,
unrecovered BellSocuth investment. Regarding the risk of technology
obsolescence, witness Williams asserts the risk arises that the
ILEC is granted TELRIC based interim rates and then, during a cost
proceeding, is ordered to comply with the TELRIC principle of using
forward-looking design of the newest equipment. Unfortunately,
this may mean that the TELRIC-based rates are significantly lower
than the ILEC’s actual costs for deployment. Thus, the ILEC could
possibly not be able to recover its costs.
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Regarding underutilization risks, witness Williams argues that
this could mean that BellSouth would be required to deploy a DSLAM
at a RT and an ALEC take only one port of the DSLAM. This port
could potentially be disconnected in a relatively short period of
time, leaving BellSouth with a DSLAM in a RT with no users
attached. 1In this case, the DSLAM may become stranded investment
for BellSouth. However, witness Williams stated that his stated
risk of underutilization 1s premised on the presumption of
unbundling DSLAMs even in areas where BellSouth does not presently
have a DSLAM. The concern is eliminated if unbundling is required
only in areas where BellSouth presently has a DSLAM. Additionally,
witness Williams agrees that his argument regarding obsolescence,
underutilization, and under-recovery goes directly to the matter of
TELRIC pricing.

According to the witness, an additional risk remains that, in
the name of fostering competition or broadband deployment, a
regulatory body could order BellSouth to reduce its rates to some
level below BellSouth’s costs. While in theory BellSouth may
recoup its investment in the future, witness Williams states that
this probably will not be the case, much less enable BellSouth to
provide a return on investment to its shareholders. Moreover,
witness Williams asserts that although an ALEC claims that they
have to have an offering, they may not actually purchase it; thus,
the significant amount of funds and other resources expended to
deliver the offering will never be recouped.

Witness Williams argues that FDN’'s proposal stifles any
potential investment an ILEC might be considering in new
technologies, like DLC combo cards. In such a case, BRellSouth
would simply abort further deployment. If granted unbundled access
to a DSLAM, FDN witness Gallagher admits that the footprint of
Floridians who are able to get DSL service may not be expanded; FDN
would provide innovations to customers who potentially could
already be receiving DSL service from BellSouth.

An ALEC can currently provide xDSL service to an end user
served by a DLC RT. All of the components are currently available
through collocation and UNE offerings for an ALEC to serve end
users, regardless of the facilities serving the end user. When
BellSouth provides its own ADSL service where DLC is deployed,
DSLAM equipment at the DLC RT location is deployed. An ALEC
desiring to provide its xXDSL service where DLC is deployed must
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also collocate its DSLAM equipment at the DLC RT location. This
will allow the ALEC to provide the high speed data service in the
same manner as BellSouth.

If sufficient space exists within a DLC RT, BellSouth witness
Williams asserts that BellSouth will allow an ALEC to collocate its
DSLAM in the RT, regardless of whether BellScuth has installed its
own DSLAM at that RT. If sufficient space does not exist within
the DLC RT and BellSouth has not installed its own DSLAM at that
DLC RT location, witness Williams states that BellSouth will file
a collocation waiver request with us for that DLC RT site. If
sufficient space does not exist within the DLC and BellSouth has
ingtalled its own DSLAM at the DLC RT location, then BellSouth will
make good faith efforts toc augment the space at that DLC RT, such
that the ALEC can install its own DSLAM at that DLC RT. 1In the
very unlikely event that BellSouth could not accommodate
collocation at the particular RT where BellSocuth has a DSLAM,
BellSouth will unbundle the BellSouth packet switched network at
that RT in accordance with FCC requirements. BellSouth, therefore,
provides ALECs the same opportunity to offer DSL service where a
DLC is deployed as BellSouth provides itself.

Witness Williams claims that FDN witness Gallagher'’s concerns
regarding RT collocation, rights-of-way, construction of new
facilities, and other difficulties are speculative since FDN has
not submitted a single RT collocation application. While an ALEC
may construct its own facilities, this is not necessary since
BellSouth offers subloop DS1, DS3, and 0OC3 feeder UNEs that would
provide all of the capacity reqguired from an RT teoc a CO.
Accordingly, obtaining rights-of-way and <constructing new
facilities are not necessary.

Witness Williams argues that BellSouth is not depriving ALECs
of the opportunity to provision competing DSL services. For
example, since the inception of line sharing and line splitting,
BellSouth has hosted an industry-wide collaborative for the express
purpose of having ALECs assist with the development of line sharing
and line splitting offerings and related systems. FDN has chosen
not to participate, nor expressed any desire for information
relating to the issues discussed and resolved through the
collaborative.
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Witness Williams notes that business plans are developed by
targeting deployment in areas where the provider expects a large
percentage of end users to subscribe. Accordingly, BellSouth
selectively placed DSLAMs in its COs for several years before the
first RT-based DSLAM was placed. CO-based xDSL is far less
expensive than RT-based xDSL. BellSouth waited until demand
increased before it deployed the more expensive RT infrastructure.
Accordingly, if FDN anticipates the low take rate indicated in
witness Gallagher’s testimony, FDN may be best served by waiting
until the anticipated take rate is more significant and not
consider deployment in RTs at this time.

If an ALEC does not want RT collocation, BellSouth will allow
an ALEC to offer resold BellSouth voice service, with BellSouth’s
wholesale ADSL sexrvice at a price of $33. If the ALEC is an
Internet Service Provider (ISP), it can purchase the BellSouth
wholesale ADSL transport service and provide xDSL data service to
its end users. 1If the ALEC is not an ISP, it can provide BellSouth
FastAccess Internet Service as an authorized sales representative
or independently contract with an ISP of its choice. An
alternative for an ALEC would be to enter into a line splitting
agreement with another data-ALEC, or an ALEC could pursue an
available ‘home-run’ loop. Witness Williams notes that there are
other alternatives for broadband service, including satellite,
fixed wireless, and cable modem.

However, if the ALEC wants to provide UNE or UNE-P voice
service, BellSouth’s wholesale ADSL service would not be available.
Furthermore, BellSouth will not allow ISPs using BellSouth ADSL
wholesale service to work with ALEC voice service. Moreover, it
would be unusual for BellSouth to have an available home-run loop
that meets DSL tolerances and qualifications.

AT&T/MCI witness Darnell claims that BellSouth’'s hybrid
copper/fiber xDSL-capable loop offering will not help the
development of competition. He states that:

The rigid way BellSouth has designed this UNE and the
rates BellSouth has proposed for this UNE eliminate any
usefulness it could have.

Witness Darnell asserts that BellSouth’s modeled 1loop is
overly rigid because: 1) BellSouth only offers a 16-port DSLAM when
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different sizes are available, 2) BellSouth assumes that each ALEC
must have a dedicated DSLAM rather than a sharing arrangement
between BellSouth and the ALECs, and 3) BellSouth has assumed that
the offering is only provided with 1 to 4 DSls between the DSLAM
and the €0, and those facilities are dedicated to the ALEC that
purchased the DSLAM. The witness argues that there is no reason why
the packet transport from the DSLAM to the CO could not be on DS3
and the transport facilities shared. Witness Darnell argues that
ALECs must be able to purchase packet transport at a rate that
reflects the same economies of scale as BellSouth; the offering
modeled and costed by BellSouth will be of no use to ALECs.

FDN witness Gallagher asserts that BellSouth’'s hybrid
copper/fiber xDSL-capable loop configuration is not a wviable
option. The witness asserts that the DSLAM functionality at the RT
must be unbundled. Because BellSouth’s cost study is deficient in
this regard, FDN proposes that BellSouth be ordered to file a new
cost study based on a hybrid loop offering that unbundles packet
switching at the RT.

D. RATES AND RATE STRUCTURE

BellSouth filed recurring and nonrecurring costs associated
with providing its modeled hybrid copper/fiber xDSL-capable loop.
As discussed earlier, the basic recurring cost components of
BellSouth’s modeled hybrid copper/fiber xDSL-capable loop are the
subloop feeder, the subloop distribution, and the DSLAM.

On the other hand, FDN witness Gallagher contends that the
rate structure should include two basic product types: data-only
and voice-and-data. Further, each should be offered on a line-at-
a-time basis, with a single loop rate for each zone. Witness
Gallagher asserts that the rates should simply represent the
addition of unbundled packet switching toc the different types of
existing loops. For data-only xDSL loops, the surcharge would be
added to the applicable rate for a line shared loop. For combined
voice and data xDSL loops, witness Gallagher proposes adding the
surcharge to the applicable rate for a UNE loop. Witness Gallagher
believes the approximate rate for the UNE, including the loop,
should be between $16 and $22, based on BellSouth’s existing retail
and wholesale rates for DSL-based services.
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BellSouth witness Caldwell maintains that the BSTLM developed
the investments associated with the DS1 component of the hybrid
copper/fiber loop. The witness notes that the subloop feeder DS1
(element A.20.1) is different from the unbundled subloop feeder 4-
wire DS1 (element A.9.2). Witness Caldwell explains that the
subloop feeder DS1 (A.9.2) includes the feeder portion of all DSl
loops served by both copper feeder and fiber feeder facilities to
a remote DLC terminal. On the other hand, the hybrid copper/fiber
ps1 (A.20.1) only considers locaticns served by a remote DLC
terminal with fiber. Therefore, not all the locations used in the
calculation of A.9.2 are included in the calculation of the hybrid
copper/fiber 4-wire DS1 (A.20.1).

AT&T/MCI witness Darnell questions the difference in recurring
costs between the hybrid copper/fiber DS1 (A.20.1) and the subloop
feeder DS1 (A.9.2). In response to these concerns, BellSouth
witness Caldwell asserts that the hybrid DS1 (A.20.1) is purely
fiber and longer in length since, in the BSTLM, DSls are
provisioned on fiber-fed DLCs only if the DS1 loop length is
greater than 12,000 feet. The witness notes that the average
length of the DS1 subloop (A.9.2) is 10,407 feet while the average
length of the hybrid DS1 (A.20.1) is 21,029 feet.

Witness Caldwell argues that the material prices for the 16-
port DSLAM were obtained from vendor contracts. Regarding
nonrecurring costs, witness Caldwell explains that these costs
reflect the work activities required to connect and turn-up the DS1
and the 2-wire transmission facility onto the DSLAM.

Witness Caldwell explains that in order to make this a
functional loop and to reflect the manner in which the loop will be
provisioned, the individual network components are summed into (1)
System, (2) DS1, and (3) Activation elements. The System element
represents the cost of the DSLAM (element A.20.3) with an
administrative DS1 (A.20.1), which is used for BellSouth’s
management of the DSLAM. The administrative DS1 terminates into a
DSL hub bay at the CO in order to allow BellSouth to control the
provisioning, maintenance, and repair of the hybrid copper/fiber
loop. Witness Caldwell notes that the cost of the administrative
DS1 is the same as the DS1 that terminates into the ALEC’s
collocation space.
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The DS1 element is comprised of the cost of the fiber DS1 that
connects the DSLAM at the RT to the ALEC’s collocated space in the
CO. Witness Caldwell asserts that the recurring cost is the same
as the hybrid copper/fiber DS1 (A.20.1). The nonrecurring cost is
the sum of the DS1 establishment element (A.20.2) and the
nonrecurring cost associated with the sublocp feeder per 4-wire DS1
element (A.9.2). Witness Caldwell notes that element A.9.2 was not
restudied as a rate was established by Order 1181. The rate of
$133.77 was hard-coded into the final cost summary.

Regarding the Activation element, witness Caldwell explains
that this cost is the sum of the channel activation cost (element
A.20.4) and the nonrecurring cost associated with the 2-wire
distribution subloop (element A.2.2).

Notwithstanding his argument that BellSouth’s modeled hybrid
copper/fiber xDSL-capable loop is not the product desired by the
ALECs and will be of no use to the ALECs, AT&T/MCI witness Darnell
discusses the specific cost elements of BellSouth’s modeled loop.
First, witness Darnell asserts that there should be no nonrecurring
charge for channel activation (element A.20.4) associated with the
2-wire subloop distribution UNE. Witness Darnell claims that “the
nonrecurring charges for element A.2.2 subloop already recover
those costs.” Further, witness Darnell asserts that the monthly
recurring and nonrecurring costs of subloop DS1 feeder, element
A.9.2, “already determined by the Commission in Order 1181, already
cover the cost of connect and turn-up testing, including central
office 1installation and maintenance and Special Service
installation and maintenance.” The witness concludes that the only
rates that should apply for the DS1 subloop feeder are those
already established.

Second, witness Darnell alleges that BellSouth’s cost support
for the DSLAM is not compliant with TELRIC principles and is not
based on forward-looking inputs. Witness Darnell argues that the
most fundamental error is BellSouth’s “failure to assume total
demand in the development of [the DSLAM] rate.”

In the cost support for the DSLAM, BellSouth never
evaluates its demand or ALEC demand and unilaterally
determines that each ALEC must purchase the DSLAM
functionality in increments of a 16-port DSLAM.
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Witness Darnell argues that ALECs and BellSouth should share
the DSLAM. Further, packet transport should be sold on a per port
basis, and the rate per port should be based on the total forward-
looking cost of the DSLAM functionality, divided by the total
retail and wholesale demand. The witness also proposes that the RT
housing cost be removed from the DSLAM rate. The DSLAM rate
element should not be developed to recover a portion of the cost of
replacing the RT.

Third, witness Darnell alleges that the material prices (i.e.,
DSLAM, Hub Bay, and DS1 Card) and installation times (i.e., service
inquiry) that BellSouth wused for the DSLAM recurring and
nonrecurring rates do not reflect those of a forward-looking, least
cost telecommunications service provider. To this, BRellSouth
witness Caldwell responds that the cost study “accurately reflects
the product description provided by the product team and the
equipment and labor resources identified by subject matter experts
in BellSouth’s Network department.” However, witness Caldwell was
unable to provide the nature of the subject matter experts’ (SMEs)
opinions, a description of the data the SMEs relied upon, or the
individual SME’s expertise being relied upon.

In short, witness Darnell argues that BellSouth’s modeled and
costed hybrid copper/fiber xDSL-capable loop will be of no use to
ALECs.

When added up, this offering would cost ALECs
approximately $150 per month per ADSL line. ALECs cannot
pay $150 for an ADSL line and then attempt to use it to
compete in a market where the retail rate is about $50.
BellSouth sells its Fast Access DSL service for $49.95 in
Florida and this includes access to the internet service
provider. Just 1like this Hybrid Copper/Fiber loop
proposal, BellSouth often provisions its Fast Access DSL
service using subloop copper distribution facilities,
DSLAMs and remote terminal to central office packet
transport. As such, either BellSouth's cost support for
this proposal is seriocusly wrong or BellSouth is using
funds from other services tc cross subsidize its Fast
Access DSL offering.

In response to witness Darnell’s allegations, BellSouth
witness Caldwell asserts that the input file for the nonrecurring
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charge for channel activation (A.20.4) identifies a work group
(Data Support Group) and associated work activity not ccntained in
the input file of the subloop element A.2.2. Witness Caldwell
asserts that since the hybrid copper/fiber loop and the DS1 are
designed to handle data transmissions, while the distribution
subloop is primarily designed to carry only wveoice traffic,
additional work activity is required.

Additionally, witness Caldwell asserts that in a long-run
study, such as TELRIC, “all costs are considered variable, i.e.,
that they will exhaust.” The witness argues that since the
deployment of the hybrid copper/fiber loop utilizes components of
the RT, they should be considered in the cost development.

The model assumes that a certain percentage of the time there
will be insufficient space in an RT to accommodate a new DSLAM.
However, neither BellSouth witness Ruscilli nor witness Williams
could attest to personal knowledge as to whether or not BellSouth
has available space in its RTs for ALECs to collocate DSLAMs.
BellSouth witness Milner asserts that while DSLAM manufacturers
offer wvarious <capacities of customer lines, most DSLAM
manufacturers do not offer DSLAMs with less than eight customer
line capability. According to witness Milner, BellSouth chose a
16-port DSLAM believing that this capacity would economically serve
an ALEC’s demand at a given RT.

FDN witness Gallagher asserts that it would be impossible to
profitably sell DSL service using the rates from BellSouth’s cost
study. Witness Gallagher argues it is financially impaired due to
BellSouth’s requirement that it purchase an entire 16-port DSLAM as
well as its resulting cost study and rate structure. BellSouth
witness Ruscilli argues that the pricing standard is not whether
UNE-based entry is profitable, but whether the UNE rates are cost-
based.

DECISION

As mentioned earlier, Order 1181 and the Reconsideration Order
noted our belief that BellSouth is obligated, if technically
feasible, to provide hybrid copper/fiber xDSL-capable loops to
ALECs, and required BellSouth to submit a cost study for such
hybrid loops. Moreover, the Reconsideration Order clarified that
hybrid copper/fiber xDSL-capable locps are those deployed over
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fiber/DSL loops. The purpose of the hybrid copper/fiber xDSL-
capable loop cost study is to address the feasibility of such a
loop, and to develop record evidence regarding the components and
costs of those loops.

In addressing the technical attributes of the hybrid
copper/fiber xDSL-capable loop in this proceeding, we address
whether the loop should include: 1) the unbundling of the DSLAM and
2) the ATM packet switch at the CO. Regarding unbundling of the
DSLAM, while the ALECs may have financial constraints in deploying
DSLAMs in RTs, these constraints are no more than BellSouth faces
itself.

The record is clear that shared transport, as FDN and AT&T/MCI
request, will require the unbundling of a BellSouth ATM packet
switch at the CO. However, no party’s testimony specifically
requested or discussed this unbundling. FDN witness Gallagher
admits that there is no record evidence supporting a rate for such
unbundling. Accordingly, we believe there is insufficient record
evidence to require the unbundling of packet switching at the CO,
at this time.

Given the direction in Order 1181 and the Reconsideration
Order available from the prior record in this proceeding, there is
no doubt that BellSouth’s hybrid copper/fiber xDSL-capable loop
product and design is compliant. While the DSLAM is a component of
the “hybrid loop,” the ATM packet switch located in the CO is not.

The ALECs do not agree with the product as defined by
BellSouth, but we believe their proposed “line-at-a-time” and non-
dedicated transport facility goes further than envisioned by Order
1181 and the Reconsideration Order. Accessing DSLAMs located at
RTs on a line-at-a-time basis is not technically feasible without
unbundling the ATM packet switch at the CO. Without a dedicated
DS1 transport, the data packets of BellSouth and the ALECs will be
commingled. To separate these packets and send them to their
respective destinations, the packets would have to go through
BellSouth’s ATM switch at the CO. This will require the unbundling
of the ATM switch, an element which was not requested by the ALECSs
in their product design.

Notwithstanding this, in order to require the unbundling of
the ATM packet switch at the CO, we would be required to show that
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the ALEC community is impaired from providing services they seek to
offer. To this end, we believe evidence is needed that shows that
ALECs are impaired absent access to the BellSouth ATM switch in the
CO or an impairment absent access to the BellSouth DSLAM. In this
proceeding, FDN argues that “for a DLC loop to be xDSL-capable,
packet switching must be performed by a DSL line card or DSLAM at
the remote terminal.” However, no impairment evidence was
presented in this proceeding that addresses packet switching at the
CO. For this reason, the ALECs’ proposal for access to DSLAMs at
RTs on a “line-at-a-time” basis is rejected.

Regarding the unbundling of the DSLAM, such a requirement
could very well have a chilling impact on technology deployment, as
BellSouth claims. BellSouth began its deployment cf DSLAMs in
1998, with initial placement in its COs based on market conditions.
It was not until 2000 that BellSouth began deployment of DSLAMs in
RTs, and again this deployment was done selectively in RTs where
the market forces dictated. The key reason FDN proffered it was
impaired from deploying DSLAMs in RTs was one of financial
constraints.

We note that FDN made essentially the same impairment
arguments in Docket No. 010098-TP, its arbitration with BellSouth,
as it has made in this proceeding. Consistent with our decision in
that proceeding, we do not believe that FDN has established it is
impaired, absent access to an unbundled DSLAM in a BellSouth RT.
The record in this proceeding reflects that, in accord with the
FCC’'s existing requirements, BellSouth will allow FDN or any ALEC
to collocate its DSLAM in a BellSouth RT. In those limited
instances where this cannot be accomplished, BellSouth acknowledges
that it will unbundle packet switching. We find it most telling
that BellScuth itself first deployed DSLAMs in its remote terminals
in 2000, a mere two years ago. Since ILECs have been obligated to
allow ALECs to collocate their DSLAMs in ILEC RTs since November
1999, when the FCC issued its UNE Remand Order, we believe that
ILECs and RLECs essentially started from the same place. The only
distinguishing factor is perhaps the relative financial wherewithal
of various providers; however, we do not believe that differences
in the capitalization of parties support a finding of impairment.

Accordingly, at this time we do not require BellSouth to
unbundle its DSLAMs located in remote terminals, or packet switches
located elsewhere in its network. Thus, the remaining subparts of
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this issue are largely moot. Notwithstanding this, we find that a
hybrid copper/fiber =xDSL-capable loop is a configuration that
allows an ALEC to provide XDSL services to its customers that are
served off of a BellSouth digital loop carrier remote terminal (DLC
RT). Such a configuration is technically feasible and consists of,
at a minimum, copper loop facilities between an end user and the
RT, a DSLAM located at the RT, and feedexr facilities between the RT
and the central coffice.

VI. ACCOUNTING FOR INFLATION IN 120-DAY FILING

We now examine whether BellSouth has accounted for the impact
of inflation in its 120-day filing, in a manner consistent with
Order No. PSC-01-2051-TP.

As noted earlier, as a result of our concern with linear
loading factors and the resulting distortion of costs between rural
and urban areas, Order 1181 required BellSouth to file a “bottoms-
up” cost study explicitly modeling all cable and associated
supporting structures, engineering and installation placements.
The purpose of this cost study was to address the magnitude of any
differencee in results between modeling based on loading factors as
opposed to using a “bottoms-up” approach, and to determine whether
the loop rates should be modified prospectively. Notwithstanding
this, we found BellSouth’s inflation factors to be appropriate in
Ordexr No. PSC-01-2051-FOF-TP.

BellSouth witness Caldwell and AT&T/MCI witness Pitkin
provided testimony addressing the inflation issue in the “bottoms-
up” cost study. BellSouth witness Caldwell asserts that
BellSouth’s cost studies are in compliance with our directive on
inflation. Witness Caldwell notes that we found in our
Reconsideration Order that the application of inflation factors to
both the investment and to labor rates is appropriate. For this
reason, the *“bottoms-up” cost study reflects the impact of
inflation based on factors submitted in BellSouth'’'s previously
filed 2001 “tops-down” cost study with no adjustment.

BellSocuth argues in its brief that the ALECs have not
requested any additional issue regarding inflation be decided in
this proceeding. Consequently, BellSouth asserts that we should
not consider the new inflation arguments of AT&T/MCI witness Pitkin
that were not timely and properly raised.
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AT&T/MCI witness Pitkin agrees that the inflation factors that
BellSouth uses in its “bottoms-up,” 120-day filing, are the same as
used in the “tops-down” Phase 1 filing. However, witness Pitkin
argues that the issue is with the application of the inflaticn
factors in the 120-day cost study. He alleges that the inflation
factors in BellSouth’'s “bottoms-up” 120-day approach are not
applied in a manner we have approved. Witness Pitkin notes that
an overall blended inflation factor in a “tops-down” approach,
which includes inflation for both material and labor, is not
appropriate in a “bottoms-up” approach. Furthermore, witness
Pitkin asserts that BellSouth’s inflation factors should be updated
to reflect more recently available data rather than continuing to
rely on projections made in 1598.

A. INFLATION DATA

According to BellSouth witnesses Caldwell and Stegeman, the
inflation factors are applied against the material investments in
the BellSouth Telecommunications Loop Model (BSTLM). Also, any
nonrecurring costs included in the “bottoms-up” study reflect
inflated labor rates in the BellSouth Cost Calculator (BSCC). The
same inflation rates used in BellSouth’s “tops-down” (Phase 1)
approach were used in the “bottoms-up,” 120-day approach.

BellSouth witness Caldwell argues that the inflation rates
used in BellSouth’s 120-day cost study are based on a 1998 forecast
for a three-year study period of 2000-2002. Witness Caldwell
explains that since the material prices and other factors in the
Phase 1 cost study, as well as in the 120-day cost study, were
based on 1998 data, BellSouth continued its use of the 1958
inflation factors for consistency.

on the other hand, AT&T/MCI witness Pitkin claims that
BellSouth’s inflation factors should reflect more recently
available data. Witness Pitkin questions the reliance on
forecasting when actual data is now available. A comparison of the
actual inflation BellSouth experienced for 1999-2001 to the
inflation factors used in Phase 1 shows that actual inflation has
been less than the 1998 projections. For this reason, witness
Pitkin proposes revised inflation factors developed using actual
2000 and 2001 inflation data, and linear trending for 2002.
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BellSouth witness Caldwell admits that it is not totally
inappropriate to use more updated inflation factors. However,
BellSouth notes that actual inflation is only known through year
2000. Therefore, an update using actual inflation data would still
require projected estimates for 2001 and 2002, two of the three
years involved for the 2000-2002 study period in BellSouth’s cost
study. BellSouth asserts that while there is some merit to the
argument that the most recent view of inflation is probably the
best available view, there are numerous other areas in BellSouth’s
cost study where a more recent view of a factor development could
hypothetically be utilized. BellSouth views this as a question
of consistency throughout the study. Beginning with the initial
filing in this docket, BellScuth has consistently utilized 1998
base period data as its fundamental source for factor and labor
rate development.

BellSouth argues in its brief that we should not use data that
is now available, but was not known at the time BellSouth developed
its inflation factors. BellSouth refers to such criticism as being
unfair and outside the control of the cost study proponent.
Finally, BellSouth argues that it would be inconsistent and unfair
to allow the ALECs to selectively update the data as it suits them.

B. Appropriateness of using the same inflation factors in a
“hottoms-up” cost study as in a “tops-down” cost study

BellScuth witness Caldwell explains that BellSouth’s inflation
factors represent a composite or blending of a material component
and a labor component for consistency with the factors used in the
Phase 1 cost study. On the other hand, AT&T/MCI witness Pitkin
asserts that BellSouth inappropriately applies the same inflation
rates in its “bottoms-up,” 120-day cost study as it used in the
“tops-down” cost study. Specifically, witness Pitkin argues that
BellSouth applies an overall blended inflation factor, which
includes inflation for both material and labor as well as material-
only investments, thereby overstating costs.

AT&T/MCI witness Pitkin asserts that a cardinal rule of
costing is that cost factors should be developed in a manner
consistent with the way they are to be applied. If BellSouth is
applying inflation factors to material-only investments, witness
Pitkin argues that the inflation factor itself should reflect
material-only inflation, not a blend of material and labor.
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Witness Pitkin explains that in BellSouth’s “tops-down” Phase
1 cost studies, only material investments were generated by the
BSTILM. These material investments were then multiplied by in-plant
loading factors to develop total installed investment amounts,
including both material and labor. The total installed investment
amounts were multiplied by blended inflation factors, reflecting
inflation of both material and labor, in the BSCC to develop
inflated investment amounts. As such, witness Pitkin notes that
the blended inflation factors were consistent with the application
to combined material and labor investments.

However, in the “bottoms-up” model BellSouth submitted in the
120-day filing, witness Pitkin argues that inflation should be
applied separately to labor and material investment. While
BellSouth applies a labor-only inflation factor to its 1labor
investment, a material-only inflation factor is not applied to its
material investment. Instead, data provided by BellSouth indicates
that a blended inflation factor continues to be applied to the
material component.

Witness Pitkin notes that material inflation has been
significantly lower than labor inflation. Based on witness Pitkin’s
analysis, he concludes that use of a blended inflation factor in a
“bottoms-up” approach overstates material investments. As an
illustration, witness Pitkin provided a comparison of BellSouth’s
application of blended inflation factors and material-only
inflation for a 1200-pair aerial copper cable. The illustration
shows that use of a blended inflation factor overstates the total
investment for a 1200-pair aerial copper cable by about 10%.
Therefore, witness Pitkin proposes that a 1labor-only inflation
factor should be applied to labor investment, and a material-only
inflation factor should be applied to the material investment.

Witness Pitkin also alleges that BellSouth has erred in its
application of the labor-only inflation factor to the labor rate
for placing and splicing. The costs for placing and splicing cable
are addressed in Section I of this Order.

In response to AT&T/MCI‘s allegations, BellSouth witness
Caldwell agrees that theoretically where material investments and
labor costs are developed separately in a “bottoms-up” approach,
material-only inflation should be applied to the material-only
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investments. However, if that is done, witness Caldwell asserts
that engineering should be inflated as well.

Witness Caldwell agrees that using a composite or blended
inflation factor in a “bottoms-up” approach will tend to overstate
material investments. However, since inflation was not applied to
engineering, for accounts where engineering was included, these
investments are understated. While BellSouth has looked at
individual accounts, witness Caldwell states that the cost model
has not been rerun correcting the inflation. Therefore, BellSouth
does not know the materiality of the differences if the inflation
rates are correctly applied. Additionally, when asked if BellSouth
had found any errors in AT&T/MCI’s witness Pitkin recommended
material inflation factors, witness Caldwell was unable to answer
with certainty.

Table 6-1 shows a comparison of the inflation rates proposed
by the parties. The first column shows the blended inflation rates
originally filed by BellSouth in Phase 1 of this proceeding, as
well as a separation of the material and labor components. These
inflation factors reflect BellSouth’s 1998 forecast. The second
column denotes BellSouth’s updated inflation factors based on its
November 2001 forecast that recognizes actual inflation for 1998-
2000. The third coclumn shows the inflation rates recommended by
AT&T/MCI witness Pitkin. As noted earlier, these inflation rates
reflect BellSouth’s actual inflation experience for 2000 and 2001
and BellSouth’s projected inflation for 2002.
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Table 6-1: Inflation Factors
Account Inflation Fectors
BellSouth BellSouth AT&T
Original* Updated+* WorldCom
Poles (Blended) 1.0766 1.0374
Materaal Only 1.0737 0.9607 0.S€16
Telco OSP Labor 1.0822 0.0448
Cantract Labor 1.0727 0.0700
Telco Engineering 1.0580 1.0162
Contract QSP Engineering 1.0857
Aerial Ca.-Copper (Blended) 1.0B22 1.0163
Material Only 1.0514 0.9672 0.9€25
Telco CSP Labor 1.0822 1.044E
Telco Contract Labor 1.0727 1.0748
Telco Engineering 1.0980 1.0163
Contract OSP Encineering 1.0857
herial Cable-Fiber (Blended) 1.0201 1.003%
Material Only 0.9605 0.9693 0.9789
Telco OSP Labor 1.0822 1.0448
Contract Labor 1.0727 1.0748
Telco Engineering 1.0880 1.0163
Contract OSP Engineering 1.0857
Underground Cable-Copper (Blepnded} 1.0926 1.0036
Material Only 1.0870 0.9650 0.9735
Telco OSP Labor 3..0822 1.0448
Contract Labor 1.06%6 1.0557
Bngineering 1.0980 1.0163
Contract OSP Engineering 1.0857
Underground Cable-Fiber (Blended) 1.0000 0.9941
Material Only 0.9605 0.9693 0.9789
Telco OSF Labor 1.0822 1.0448
Contract Labor 1.0696 1.0557
Telco Engineering 1.0980 1.0163
Contract OSP Engineering 1.0857
Buried Cable-Copper (Blended) 1.0715 1.037%
Material Only 1.07595 1.0115 1.0098
Telco OSP Labor 1.0B22 1.0448
Contract Labor 1.0696 1.0557
Telco BEngineering 1.0980 1.0163
Contract OSP Engineering 1.0857
Buried Cable-Fiber (Blended) 1.0405 1.0275
Material Only 0.9605 0.9693 0.9789
Telco OSP Labor 1.0822 1.0448
Contract Labor 1.0696 1.0557
Telco Engineering 1.0980 1.0163
Contract OSP Engineering 1.0857
Intrabuilding Cable-Coppetr (Blended) 1.0926 1.0092
Material Only 1.0914 0.9574 0.9515
Telcc OSP Labor 1.0822 1.0448
Contract Labor 1.0727 1.0748
Telco Engineering 1.0980 1.0163
Contract OSP Engineering 1.0857
Intrabuilding Cable-Fiber (Blended) 1.0405 1.0147
Material Only 0.9605 0.9693 0.9515
Telco OSP Lapor 1.0822 1.0448
Contract Labor 1.0727 1.0748
Telco Engineerang 1.0880 1.0163
Contract OSPF Engineering 1.0857
Conduit (Blended) 1.0700 1.0458
Material Omnly 1.0467 1.0266 1.0000
Telco OSP Labor 1.0822 1.0448
Contract Labor 1.0727 1.048B%
Telco Enganeering 1.0980 1.01€63
Contract OSP Enganeering 1.0857

(Source: EXH 22, pp. 72-76, 92-55; EXM 58, BFP-18, pp. 1, 6}
+ Based on lssswgrmecnons.
*»Based on November 2001 updated projections.
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BellSouth agserts that if the blended inflation factors are
separated between material-only and labor-only inflation, then
engineering-related costs should be updated to properly recognize
the projected inflationary impacts on engineering costs. As
discussed in Section I, BellSouth developed its engineering factors
based on data from its Resource Tracking Analysis and Planning
database and relationships between engineering costs and the total
non-engineering investments for each plant account. AT&T/MCI did
not specifically address engineering inflation, only to assert that
BellSouth’s labor rates have already been inflated due to BellSouth
including the effects of its August 1558 union wage agreement.
However, as noted by witness Caldwell, the inflated labor rates to
which witness Pitkin is referring are in the BSCC and are used in
developing nonrecurring costs.

DECISION

BellSouth argues that its studies comply with Order 1181 and
the Reconsideration Order regarding inflation. Witness Caldwell
asserts that we extensively reviewed inflation factors in a
specific issue in Phase 1 of this proceeding and found that
BellSouth’s inflation  factors, as originally filed, are
appropriate. As discussed above, BellSouth is using the same
inflation factors in its 120-day "“bottoms-up” approach as in the
original Phase 1 “tops-down” approach. BellSouth contends that
inflation is a non-issue since we approved the use of inflation in
the Reconsideration Order.

AT&T/MCI assert that BellSouth uses inappropriate blended
inflation rates in the “bottoms-up” approach. AT&T/MCI recommend
that the BSTLM inputs for inflation should be adjusted to 1) use
actual inflation data where available, 2) use more recent inflatiocn
projections, and 3) use material-only inflation factors for
application to the material investment. AT&T/MCI’s proposed
inflation inputs are shown in Table 6-1.

Tracking to our finding in Section I that changes to
BellSouth’s loop rates and rate structure should be made based on
the “bottoms-up” study, a material-only inflation shall be applied
to the material investments, as shown in Table 6-1. Engineering
factors shall also should be adjusted to reflect projected
inflationary impacts. Likewise, a labor-only inflation factor
should apply to the labor cost. A blended inflation rate that
includes inflation for both material an labor should not be applied
to material-only investment. The result is an overstatement in
material investments
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Regarding whether BellSouth’s inflation rates should be
updated to reflect the most current actual data, certainly when
1998-2000 actual inflation is now known, there is some sense to
recognizing the actual data. BellSouth even agrees with this.
However, as BellSouth notes, material prices and other factors in
the cost study are based cn 1998 data. For consistency, BellSouth
continued its use of inflation rates based on 1998 projections. We
also note that the UNE prices reflected in Order 1181 and the
Reconsideration Order are based on 1998 data and inflation
projections. Only loop rates are being considered for revision in
this case as a result of the "“bottoms-up” cost approach. For
consistency between all UNE rates, we believe 1998 projected
inflation rates should continue to be used.

If 1998 projections continue toc be wutilized, the only
inflation rates separating the material and 1labor inflation
components based on these projections are those BellSouth provided
in response to discovery. AT&T/MCI's disagreement is centered on
the need to update the projections to reflect more recent actual
data. AT&T/MCI did not address specific disagreement with the
component inflation factors BellScuth provided based on the 1998
projections.

Additionally, if a material-only inflation factor is used to
develop material costs, BellSouth asserts that engineering factors
should recognize projected inflationary impacts as well. AT&T/MCI
did not voice any specific opposition to BellSouth’s assertion. In
a ‘“bottoms-up” approach, material and installation costs are
developed in the BSTLM. Just as it is appropriate to apply a
material-only inflation to material costs, we find that it is also
appropriate to consider the impacts of inflation on engineering
costs for installation and placement.

VII. RESIDUAL CONSISTENCY OF BELLSOUTH’S 120-DAY FILING

We now address 1if, beyond matters already addressed,
BellSouth’s 120-day filing is consistent with our Orders in this
docket.

Our Order No. PSC-01-1181-FOF-TP, issued May 25, 2001,
outlined a number of issues that required a response from BellSouth
within 120 days. Specifically we required:

. . . BellSouth to file modified versions of
its xDSL nonrecurring cost studies, which
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Order No.

Order No.

Order No.

We revised our ruling on inflation in Order No.

PSC-02-1311-FOF-TP
99064SA-TP

exclude the following: 1} the DLR, 2) a test
point, and 3) order cocordination.

PSC-01-1181-FOF-TP, p. 73.

. . . to the extent BellSouth can come
forward with information 1in its refiling
indicating an appropriate inflation adjustment
that eliminates the growth mismatch, we will
consider that information at that time.

PSC-01-1181-FOF-TP, p. 313.

-

BellSouth Telecommunications, Inc., shall
refile within 120 days of the issuance of this
Order revisions to its cost study addressing
xDSL-capable loops, network interface devices,
and cable engineering and installation
placements . . . the parties to this
proceedings shall refile within 120 days of
the issuance of this Order ©proposals
addressing network reliability and security
concerns as they pertain to access to subloop
elements, as set forth in the body of this
Order.

PSC-01-1181-FOF-TP, p. 543.

FOF-TP and stated that:

Upon consideration, we find that BellSouth has
identified a mistake of fact or law in our
decision on this point. Based on further
scrutiny of the existing record, we have
determined that what previously appeared to be
a mismatch is not.

We find that it is important for us to
reconsider our decision regarding the

PSC-01-2051-
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inflation factor at this time, rather than as
a part of the 120-day filing, due to the
significant impact that the inflation factor
has on costs.

Order No. PSC-01-2051-FOF-TP, pp. 6-7.

Therefore, the inflation issue was not one of cur requirements
for BellSouth’s 120-day filing.’

According to BellSouth witness Caldwell, the cost studies
filed by BellSouth incorporate all of the adjustments we ordered.
The witness notes that her testimony provides a description of the
modifications and that the cost study contains a detailed
discussion of the adjustments made in order to comply with our
directives. No other party provided any testimony on this issue
nor did any party, other than BellSouth, take a position on this

issue.
DECISION

We have reviewed our Orders in this docket and apart from the
requirements addressed in Issues 1-6, it does not appear that there
are any issues that BellSouth has failed to address. Therefore, we
find that apart from Issues 1-6, BellSouth’s 120-Day filing is
consistent with our Orders in this docket.

VIII. DOCKET CLOSING

Having made our findings and adopted the appropriate positions
on the issues, this track of this docket may be closed.
BellSouth’s UNE rates, as established herein, may be incorpcrated
as amendments to existing interconnection agreements. Therefore,
upon consideration, we find that it is appropriate for the rates to
become effective when the interconnection agreements are amended to
reflect the approved UNE rates and the amended agreement becomes
effective under the law. For new interconnection agreements, the
rates shall become effective when we approve the agreement.
Pursuant to Section 252 (e) {4) of the Telecommunications Act of
1996, should we fail to act to approve or reject the agreement
adopted by negotiation within 90 days after submission by the

7inflation was made an issue by the ALECs at the issue identification
meeting.
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parties, the agreement is deemed approved. Having made our
findings, this track of this docket shall be closed.

Based on the foregoing, it is therefore

ORDERED by the Florida Public Commission that the findings set
forth herein regarding the appropriate methodology, assumptions,
and inputs for establishing rates for unbundled network elements
for BellSouth Telecommunications, Inc., are herein approved. It is
further

ORDERED that the rates set forth in Appendix A, which is
attached and incorporated in this Order, and the rates found in
Tables 3-1 and 4-1 herein, are hereby approved. It is further

ORDERED that the approved rates shall become effective when
existing interconnection agreements are amended to incorporate the
approved rates, and those agreements become effective. It is
further

ORDERED that Docket No. 590649A-TP shall be closed.

By ORDER of the Florida Public Service Commission this 27th
Day of September, 2002.

Division of the Commis
and Administrative Services

( SEAL)

WDK
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAT, REVIEW

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should not be construed to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
sought.

Any party adversely affected by the Commission’s final action
in this matter may request: 1) reconsideration of the decision by
filing a motion for reconsideration with the Director, Division of
the Commission Clerk and Administrative Services, 2540 Shumard Oak
Boulevard, Tallahassee, Florida 32399-0850, within fifteen (15)
days of the issuance of this order in the form prescribed by Rule
25-22.060, Florida Administrative Code; or 2) judicial review by
the Florida Supreme Court in the case of an electric, gas or
telephone utility or the First District Court of Appeal in the case
of a water and/or wastewater utility by filing a notice of appeal
with the Director, Division of the Commission Clerk and
Administrative Services and filing a copy of the notice of appeal
and the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the issuance of this order,
pursuant to Rule $.110, Florida Rules of Appellate Procedure. The
notice of appeal must be in the form specified in Rule 9.900(a),
Florida Rules of Appellate Procedure.
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APPENDIX A
RATE COMPARISON

The following rate tables show the rates that are produced
using BellSouth’s revised model. The columns BellSouth Filing and
Staff Adjusted are for comparative purposes. The rates are not
recommended for adoption, as discussed in the body of the
recommendation.

Not all rates that were previously approved are included.
Some rates are not impacted by the changes incorporated into the
model. Additicnally, non-recurring rates are not affected.
Source of Rates

BELLSOUTH APPROVED RATES-Order No. PSC-01-2051-FOF-TP, Appendix A

BELLSOUTH FILING--EXH 47, Revised prefiled exhibit DDC-1 of Daonne
D. Caldwell.

AT&T/MCI PROPOSED--EXH 58, Prefiled exhibit BFP-19 of Brian F.
Pitkin.

STAFF ADJUSTED--Fallout from staff inputs into BellSouth'’s
proprietary cost model.
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATeT/MC1 COMMISSION
ELEMENT NUMBER & DESBCRIPTION ZONR RATES FILING PROPOSED APPROVED
A.0 UNBUNDLED LOCAL LOOP
[
A.1l 2-WIRE ANALOG VOICE GRADE LOOP
2-Wire Analog Voice Grade Loop - Service
A.1.1 Level 1 1 $12.79 $14.59 $6.02 $10.69
$17.27 $19.77 $9.19 $15.20
§33.36 $50.08 $19.41 $26.97
2-Wire Analog Voice Grade Loop - Service
A.l1.2 Level 2 1 $14,50 $16.79 $7.36 $12.24
2 $19.57 $21.98 $10.52 $17.40
3 $37.82 $52.29 $20.74 $30.87
A2 SUB-LOOP
Sub-Loop Feeder Per 2-Wire Analog Voice
n.2.1 Grade Loop 1 $8.05 $7.89 $4.71 $6.41
$10.87 $9.86 $6.20 $9.10
$21.00 $20.50 $10.98 $16.15
Sub-Loop Distribution Per 2-Wire Analog
A.2.2 Voice Grade Loop 1 57.61 $10.57 $3.39 $6.46
$10.27 $13.38 $5.08 $9.18
$19.85 $33.37 $10.57 $16.29
Sub-Loop Distribution Per 4-Wire Analog
A.2.11 Volce Grade Loop 1 $8.12 $14.87 54.77 §7.37
$10.96 $32.09 $10.68 $10.47
$21.18 $43.02 $14.13 $18.58
A.2.14 2-Wire Intrabuilding Network Cable (INC) $3.50 $3.96 $3.96 $3.96
A.2.15 4-Wire Intrabuilding Network Cable (INC) $6.68 $9.37 $9.37 $9.37
Sub-loop - Per 4-Wire Analog Voice Grade
IA.2.24 Loop / Feeder Only 1 $17.26 $17.50 $10.69 $12.47
$23.29 $29.39 $19.42 $17.73
$45.00 $55.70 $32.26 $31.45
Sub-Loop - Per 2-Wire ISDN Digital Grade
IA.2.25 {Loop / Feeder Only 1 §17.04 $18.76 $12.41 §14.83
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST BUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
BLEMENT NUMBER & DESCRIPTION ZORE RATES FILING PROPOSED APPROVED
2 $23.00 $24.14 §15.74 $21.07
3 544 .43 $47.58 $26.44 $37.39
Sub-Loop - Per 4-Wire 56 or 64 Kbps Digital
A.2.29 Grade Loop / Feeder Only 1 $18.68 $18.58 $11.41 $14 .48
$25.21 $27.02 $18.03 $20.59
$48.71 $29.69 $17.78 $36.53
Sub-Loop - Per 2-Wire Copper Loop / Feeder
A.2.30 Only 1 §7.25 $8.27 $3.41 $3.76
$9.79 $5.58 $3.28 $5.35
$18.92 $4.30 $2.73 $9.49
Sub-Loop - Per 4-Wire Copper Loop / Feeder
A.2.32 only 1 $14.22 $12.01 $6.10 $§7.32
2 $19.20 $9.85 $5.71 $10.40
3 $37.09 $9.18 $5.47 $18.46
Sub-Loop - Per 2-Wire Copper Loop /
A.2.40 Distribution Only 1 $6.25 $9.12 $3.16 $5.15
2 58.44 510.93 $4.55 $7.31
3 $16.30 $16.00 §6.,92 $12.98
Sub-Loop - Per 4-Wire Copper Loop /
A.2.42 Distribution Only 1 $5.20 $12.11 $4.40 $5.36
§7.02 $17.39 $6.95 $7.61
$13.55 $24.68 511.06 513,51
A4 4-WIRE ANALOG VOICE GRADE LOOP
A.4.1 4-Wire Analog Voice Grade Loop 1 5$23.02 529.39 514 .44 $18.89]
$31.07 $59.21 §29.06 $26.84
$60.02 $97.26 $45.25 $547.62
A,.5 2-WIRE ISDN DIGITAL GRADE LCOP
A.5.1 2-Wire ISDN Digital Grade Loop 1 $21.7¢ $25.14 $14.19 §19.28
2 $29.38 $36.33 $19.37 $27.40
3 $56.76 $67.42 $32.80 548,62
A.5.6 Universal Digital Channel 1 $21.76 $25.14 $14.19 $19.28
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BBLLSOUTH ATLT/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
2 $29.38 $§35.31 $19.37 $27.40
3 $56.76 $67.42 $32.80 $48.62
2-WIRR ASYMMETRICAL DIQITAL SUBSCRIEER LINE (ADSL)
A.6 COMPATIBLE LOOP
2-WIRE ASYMMETRICAL DIGITAL BUBSCRIBER LINE
{ADSL) COMPATIBLE LOOP (Nonrecurring w/
A.6.1wLMU LMU)
A.6.1 2-Wire Asymmetrical Digital
|Ssubscriber Line (ADSL) Compatible Loop $12.65 $14.49 $5.82 $8.30
$17.08 §15.62 §7.08 $11.80
$33.00 $19.40 $8.90 $20.94
2-WIRE ASYMMETRICAL DIGITAL SUBSCRIBER LINE
(ADSL) COMPATIBLE LOOP (Nonrecurring w/o
A.6.1woLMU LMy}
A.6.1 2-Wire Asymmetrical Digital
Subscriber Line (ADSL) Compatible Loop 1 $5.82
2 $7.08
3 $8.90
2-WIRE HIGH BIT RATE DIGITAL SUBSCRIBER LINE (HDBL)
A.7 COMPATIBLE LOOP
2-WIRE HIGH BIT RATE DIGITAL SUBSCRIBER
LINE (HDSL) COMPATIBLE LOOP ({Nonrecurring
A.7.1wLMU w/ LMU)
JA.7.1 2-Wire High Bit Rate Digital
Subscriber Line (HDSL) Compatible Loop 1 $9.97 $12.80 $5.18 $7.22
§13.46 $13.55 $6.28 $10.26
§26.00 $16.23 $7.82 $18.21

A.7.5 2-Wire High Bit Rate Digital
Subscriber Line (HDSL) Compatible Loop
(Nonrecurring w/LMU)

A.17.4 Unbundled Loop Modification -
Additive
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BRLLSOUTH
APPROVED BELLSOUTH ATET/MCI COMMISSION
BLEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOBED APPROVED
2-WIRE HIGH BIT RATE DIGITAL SUBSCRIBER
LINE (HDSL)}) COMPATIBLE LOOP (Nonrecurring
A.7.1woLMU w/0 LMU)
A.7.1 2-Wire High Bit Rate Digital
Subscriber Line (HDSL) Compatible Loop 1 $5.18
$6.28
57.82
A.7.6 2-Wire High Bit Rate Digital
Subscriber Line (HDSL) Compatible Loop
{(Nonrecurring w/o LMU)
A.17.4 Unbundled Loop Modification -
[Additive
4-WIRE HIGH BIT RATE DIGITAL BUBSCRIBER LINE (HDSL)
A.8 COMPATIBLE LOOP
4-WIRE HIGH BIT RATE DIGITAL SUBSCRIBER
LINE (HDSL) COMPATIBLE LOOP (Nonrecurring
A.B8.1wWwLMU w/ LMU)
A.8.1 4-Wire High Bit Rate Digital
Subscriber Line {(HDSL) Compatible Loop 1 $15.69 $20.81 $8.77 $10.86
$21.17 $20.72 $9.57 $15.44
$40.90 $20.36 $10.80 $27.39
4-WIRE HIGH BIT RATE DIGITAL SUBSCRIBER
LINE (HDSL) COMPATIBLE LOOP (Nonrecurring
A.8.1lwoLMU w/o LMU)
A.8.1 4-Wire High Bit Rate Digital
Subscriber Line (HDSL} Compatible Loop 1 $8.77
59.57
$10.80
A.9 4-WIRE DS1 DIGITAL LOOP
A.9.1 4-Wire DS1 Digital Loop 1 $573.44 $95.13 §55.39 $70.74
§99.13 $140.36 $74.91 $100.54
3 §191.51 $332.57 $168.76 $178.39
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APPENDIX A
UNBUNDLED NETWORK RLEMENTS RECURRING COST SUMMARY
BELLSOVTH
APPROVED BELLHOUTH AT&T/MCI COMMIBSSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
A 9.2 ‘Su.b-boop Feeder Per 4-Wire DS1 Digital Loop 1 $46.27 $50.71 $30.11 542.59
2 §62.45 $089.66 $49.96 $60.53
3 $120.65 $291.77 $152.95% $107.39
A.10 4-WIRE 19, 56 OR 64 KBPB DIGITAL GRADE LOOP
A.10.1 4-Wire 19, 56 or 64 Kbps Digital Grade Loop 1 $26.39 $31.42 $15.35 $22.20
2 §35.62 $49.21 §25.14 $31.56
3 $68.82 §61.39 $28.21 $55.99
CONCENTRATION PER SYSTEM PER PEATURE ACTIVATED (QUTSIDR
A.12 CENTRAL OFFICE)
Unbundled Sub-loop Concentration - USLC
|A.12.5 Feeder Interface 1 $45.17 $71.04 $38.86 $47.81
2 $60.97 $B4.15 $43 .46 $67.95
3 $117.79 §241 .84 $100.61 $120.57
A.13 2-WIRE COPPER LOOP
2-wire Copper Loop - short (Nonrecurring w/
A.13.1wLMU LMU)
A.13.1 2-Wire Copper Loop - short 1 $12.65 514,49 $5.82 $8.30
2 $517.08 $15.62 $7.08 $11.80
3 $33.00 $19.40 $B.90 $20.94
2-Wire Copper Loop - short (Nonrecurring
A.13.1woLMU w/o LMU)
A.13.1 2-Wire Copper Loop - short $5.82
$7.08
$8.90
2-Wire Copper Loop - long (Nonrecurring w/
A.13.7wLMU LMU)
A.13.7 2-Wire Copper Loop - long 1 $37.07 §24.66 $9.94 $17.42
2 $50.04 $30.55 513.36 §24.76
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSCUTH ATLT/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
3 $96.67 $71.39 $26 .47 $43.94
2-Wire Copper Loop - long {(Nenrecurring w/o
.13, 7wolMU LMU)
A.13.7 2-Wire Copper loop - long 1 $9.94
$13.36
3 §36.47
2-Wire Unbundled Copper Loop - Non Design
A.13.12 1 $13.70 $5.00 $7.69
$15.10 $6.40 $10.92
$20.32 $8.58 §19.38
A.14 4-WIRE COPPER LOOP
4-Wire Copper Loop - short (Nonrecurring w/
A.14.1wLMU LMU)
|A.14.1 4-Wire Copper Loop - short 1 §18.03 $22.85 $9.50 $11.81
$24.234 $25.92 $11.62 $16.81
3 $47.02 $32.54 $15.50 $29.82
4-Wire Copper Loop - short (Nonrecurring
A.14 . 1woLMU w/0 LMU)
.14.1 4-Wire Copper Loop - short 1 $9.50
$11.62
3 $15.50
4-Wire Copper Loop - long (Nonrecurring w/
A.14.7wlMU LMU}
IA.14.7 4-Wire Copper Loop - long 1 $64.52 546,11 $18.81 $31.10
2 $87.09 $79.35 §32.21 $44.20
3 $168.25 $110.46 $42.29 $78.42
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMIBSION
RLEMENT NUMBER & DRSCRIPTION ZONE RATES FILING PROPOSED APPROVED
4-Wire Copper Loop - long (Nonrecurring w/o
[A.14 . 7wolMU LMU)
A.14.7 4-Wire Copper Loop - long 1 $18.81
' $32.21
$42.29
A.15 [UNBUNDLED NETWORK TERMINATING WIRE (NTW)
Unbundled Network Terminating Wire (NTW)
A.,15.,1 per Pair 50.2286 $0.4572 $0.4572 50,4572
A.16 HIGH CAPACITY UNBUNDLED LOCAL LOOP
High Capacity Unbundled Local Loop - DS3 -
A.16.1 Facility Termination $386.88 $386.88 5287.97 $38B6.88
High Capacity Unbundled Local Loop - DS3 -
A.16.2 Per Mile $10.92 $10.92 $10.92 $10.92
High Capacity Unbundled Local Loop - STS-1
A.16.15 - Facility Termination $426.60 $426.60 $5324.29 $426.60
High Capacity Unbundled Local Loop - STS-1
A.16.16 - Per Mile $10.92 $10.92 $10.92 $10.92
A.18 MULTIPLEXERS
A.18.1 Channelization - Channel System DS1 to DSO §146.77 $146.77 $72.09 5146.77
Interface Unit - Interface DS1 to D50 -
A.18.2 OCU-DP Card $2.10 §2.10 §1.137 $2.10
Interface Unit - Interface DS1 to DSO -
A.168.3 BRITE Card $3.66 $3.66 $2.70 $3.66
Interface Unit - Interface DS1 to DSO -
A.18.4 Voice Grade Card $1.238 $1.38 $.7634 $1.38
A.18.5 Channelization - Channel System DS3 to DS1 $211.19 $211.19 $162.55 $211.19
A.18.6 Interface Unit - Interface DS3 to DS1 $13.76 $13.76 $11.47 $13.76
A.20 iH‘YBRID COPPER/FIBER xDSL - CAPABLE LOOP
]a.20.1 [system DSLAM with Administrative DS1
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATET/MC1 COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILIRG PROPOSED APPROVED
IA.20.1 Hybrid Copper/Fiber xDSL - Capable
Loop $150.08 $109,03
.20.3 16 - Port DSLAM, per DSLAM $374.90 $294 .08 $374.90
1 $524.97 $483.93
$174.92 5154.95
$374.90 $29%94.08 $5374.50
2 §549.82 $529.85
$420.75 $274.93
$374.90 $294.08 $374. 90
3 §$795.65 $649.83
A.20.DS1 Copper/Fiber DS1 into DSLAM
A.20.1 Hybrid Copper/Fiber xDSL - Capable
Loop 1 $150.08 $109.03
5174.92 5154.95
$420.75 $274.93
A.20.Active
End User
Activation
A.2.2 Sub-Loop Distribution Per 2-Wire
Analog Voice Grade Loop 1 $10.57 $6.46
2 $13.238 $9.18
3 $33.37 $16.29
B.0O UNBUNDLED LOCAL EXCHANGR PORTS AND FEATURES
B.1 EXCHANGE PORTS
Exchange Ports - 2-Wire Analog Line Port
B.1.1 (Res., Bus., Centrex, Coin) $1.40 $1.40 $1.40 $1.40
|B.1.3 |Exchange Ports - 2-Wire DID Port $8.73 $6.73 $4.93 $8.73
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APPENDIX A
UNBUNDLED NRTWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DEBCRIPTION ZONE RATES FILING PROPOSED APPROVED
IB.1.4 Exchange Ports - DDITS Port $54.95 $54.95 $53.95 $54.95
p.1.5 Exchange Ports - 2-Wire ISDN Port $8.83 $8.83 $8.80 $8.83
Ie.1.6 Exchange Porte - 4-Wire ISDN DS1 Port $82.74 $82.74 $81.65 $82.74
D.0 [UNBUNDLED TRANBPORT AND LOCAL INTEROFFICE TRANSPORT
D.2 INTEROFFICE TRANSPORT - DEDICATED - VOICE GRADE
Interoffice Transport - Dedicated - 2-Wire
D.2.1 oice Grade - Per Mile $0.0091 $0.0091 $0.0091 $0.0091
Interoffice Transport - Dedicated - 2- Wire
D.2.2 Voice Grade - Facility Termination $25.32 $25.32 $§15.33 $25.32
D.3 INTRROFFICE TRANSPORT - DEDICATED - DS0 - 56/64 KBPS
Interoffice Transport - Dedicated - DSO -
D.3.1 Per Mile $0.0091 $0.0091 $0.0091 $0.0091
Interoffice Transport - Dedicated - DSO -
D.3.2 Facility Termination $1B.44 $18.44 $9.51 $18.44
D.4 INTEROFFICE TRANSPORT - DEDICATED - DS1
Interoffice Transport - Dedicated - DS1 -
D.4.1 Per Mile $0.1856 $0.1856 $0.1856 50.1856
Interoffice Transport - Dedicated - DS1 -
D.4.2 Facility Termination $88.44 $88.44 $61.47 $88.44
D.5 LOCAL CHANNEL - DEDICATED
Local Channel - Dedicated - 2-Wire Voice
D.5.1 Grade 1 $21.94 §22.97 $12.64 $19.66
2 $29.62 546.7¢ $31.06 $27.94
3 §57.22 $49.58
Local Channel - Dedicated - 4-Wire Voice
D.5.2 Grade 1 §22.81 524.08 $13.58 $20.45
2 $30.79 $47.87 $32.00 £29.06
3 $59.48 $51.56
D.5.24 Local Channel - Dedicated - DS1 1 $35.2¢8 $52.9%0 $28.25 $36.43
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APPENDIX A
UNBUNDLED NETWORK BLEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES PILING PROPOSED APPROVED
2 $47.63 $69.69 $36.30 $51.85
3 $92.01 $275.93 $123.44 $92.00
D.§ INTEROFFICE TRANSPORT - DEDICATED - D83
Interoffice Transport - Dedicated - DS3 -
D.6.1 Per Mile $3.87 $3.87 $§3.87 $3.87
Interoffice Transport - Dedicated - DS3 -
D.6.2 Facility Termination $1,071.00 $1,071.31 $673.56 $1,071.00
D.10 INTEROFFICE TRANSPORT - DEDICATED - STS-1
Interoffice Transport - Dedicated - STS-1 -
D.10.1 Per Mile §3.87 $3.87 $3.87 $3.87
Interoffice Transport - Dedicated - STS-1 -
D.10.2 Facility Termination $1,056.00 $1,056.07 $645.04 $1,056.00
D.12 INTEROFFICE TRANSPORT - DEDICATED - 4-WIRE VOICE GRADE
InteroEfice Transport - Dedicated - 4-Wire
D.12.1 Voice Grade - Per Mile $0.0091 $0.0091 §0.0091 $0.0091
Interoffice Tranaport - Dedicated - 4-Wire
D.12.2 voice Grade - Facility Termination $22.58 $22.58 $13.01 §22.58
L.0O ACCESS DAILY USAGE FILE (ADUF)
L.l ACCESS DAILY USAGE FILE (ADUF)
L.1.1 UF, Message Processing, per message $0.014391 50.001858 £0.00 $0.001656
ADUF, Data Tranamission (CONNECT:DIRECT),
L.1.3 per message $0.00012573]| $0.00012450 $0.00| $0.00012450
M.0 DAILY USAGE FILES
M.l ENHANCED OPTIONAL DAILY USAGE FILE
Enhanced Optional Daily usage File: Message
M.1.1 Processing, Per Message $0.229109 $0.235115 §0.235115 $§0.080698
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED PELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
N.2 OPTIONAL DAILY USAGE FILE
optional Daily Usage File: Recording, per
M.2.1 MesHage $0.0000071 $0.0000071 $0.00{ $0.0000071
Optional Daily Usage File: Message
M.2.2 Procegsing, Per Message $0.006835 $0.002505 $0.00 $0.002146
Optional Daily Usage File: Message
M.2.3 Proceseing, Per Magnetic Tape Provisioned $48.96 $35.91 $35.91 $35.91
Optional Daily Usage File: Data
M.2.4 Transmission (CONNECT:DIRECT), Per Message $0.00010811{ $0.00010375 $0.00| $0.00010375
P.O UNBUNDLED LOOP COMBINATIONS
2-WIRE VOICE Gl&DB LOOP WITH 2-WIRE LINE PORT (RRES, BUS,
P.1 COXN, CENTREX, PBX)
P.1.RESBUS 2-Wire VG Loop/Port Combo (Res, Bus, Coin)
P.1.1 2-Wire Voice Grade Loop $11.77 $113.78 $5.217 $9.77
P.1.2 Exchange Port - 2-Wire Line Port $1.17 $1.17 $1.17 $1.17
1 $12.94 $14.92 $6.53 $10.94
$15.89 $18.23 $8.02 $13.88
$1.17 §1.17 $1.17 $1.17
2 §17.06 §19.40 $9.19 $15.05
$30.70 $48.59 $18.54 $24.63
$1.17 $1,17 $1.17 $1.17
3 $31.87 $50.16 $19.70 $25.80
P.1.PBX 2-Wire VG Loop/Port Combo (PBX)
P.1.1 2-Wire Voice Grade Loop $11.77 $13.75 $5.37 69.77
P.1.2 Exchange Port - 2-Wire Line Port $1.17 $1.17 $1.17 $1.17
1 $12.94 $14.92 §6.53 $10.94
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APPENDIX A
UNBUNDLED RETWORK BLEMENTS RECURRING COBT BUMMARY
BELLSOUTRH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DEBCRIPTION ZONE RATES FILING PROPOSED APPROVED
$15.89 $18.23 §8.02 $11.88
51.17 £1.17 $1.17 $1.17
2 §17.06 $19.40 $9.19 $15.05
$30.70 $48.99 $18.54 $24.63
51.17 $1.17 $1.17 $1.17
3 $31.87 $50.16 $19.70 $25.80
P.1.CENTREX 2-Wire VG Loop/Port Combo (Centrex)
P.1.1 2-Wire Voice Grade Loop $11.77 $13.75 $5.37 $9.77
P.1.2 Exchange Port - 2-Wire Line Port $1.17 $1.17 $1.17 $1.17
1 §12.94 $14.92 $6.53 $10.94
$15.89 $18.23 $8.02 $13.88
$1.17 $1.17 51.17 $1.17
2 $17.06 $19.40 $9.19 $15.05
$30.70 $48.99 $18.54 $24.63
$1.17 51.17 $1.17 $1.17
3 $§31.87 §50.16 $19.70 §25.80
P.3 2-WIRE VOICE GRADE LOOP WITH 2-WIRE DID TRUNK PORT
P.3 2-Wire VG Loop/2-Wire DID Trunk Port
n.1.2 2-Wire Analog Voice Grade Loop -

Service Level 2 $14.50 $16.79 $7.36 $12 .24

P.3.2 Exchange Ports - 2-Wire DID Port for
Combinationa $8.71 $8.71 $4.91 $8.71
1 §23.21 §25.50 $12.27 $20.95
$19.57 $21.98 $10.52 $17.40
$8.71 $8.71 $4.91 $8.71
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COSY SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATET/MCI COMMISSION
BLEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
2 $28.28 $30.68 $15.44 $26.11
$37.82 $52.29 $20.74 $30.87
$8.71 $8.71 $4.91 $8.71
3 $46.53 $61.00 $25.66 $39.58
1.WIRE ISDN DIGITAL GRADE LOOP WITH 2-WIRE ISDN DIGITAL
P.4 LINE SIDE PORT
2W ISDN Digital Grade Loop/2W ISDN Digital
P.4 Line Side port
P.4.1 2-Wire ISDN Digital Grade Loop $17.33 $19.87 $10.57 $15.25
P.4.2 Bxchange Port - 2-Wire ISDN Line Side
Port $7.38 $7.38 §$7.35 $7.38
1 $24.71 $27.25 §17.92 $22.63
$23.39 529.25 $15.14( $21.67
$7.38 $7.28 $7.35 $7.38
2 $30.77 $36.63 §22.49 $29.0%
$45.18 $62.42 $29.27 $38.46
$7.38 $7.38 $7.35 $7.38
3 $52.56 $65.80 $36.63 $45.84
4-WIRE DS1 DIGITAL LOOP WITH 4-WIRE ISDN DPS1 DIGITAL TRUNK
P.5 PORT
4W DS1 Digital Loop/4W ISDN DS1 Digital
P.S Trunk Port
[A.9.1 4-Wire DS1 Digital Loop $73.44 $95.13 $55.39 $70.74
B.1.6 Exchange Ports - 4-Wire ISDN DS1 Port $82.74 $82.74 581.65 $62.74
1 $156.18 $177.87 $137.04 $153.48
$99.13 $140.136 $74.91 $100.54
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BBELLBSOUTH
APPROVRD BELLSOUTH AT&T/MCI COMMIBSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
$82.74 $82.74 $81.65 $82.74
2 $181.87 $223.09 $§156.56 $183.28
$191.51 $332.57 $168.76 $178.39
$62,74 $82,74 581,65 $82.74
3 §274.25 $415.31 $250.41 5261.13
EXTENDED 2-WIRE VOICE GRADE LOOP WITH DEDICATED D81
P.6 INTEROFFICE TRANSPORT
pP.6-1 Firast 2W VG in DS1
A.1.2 2-Wire Analog Voice Grade Loop -
Service Level 2 $14.50 $16.79 $7.36 §12.24
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 $88,44 $61.47 $88.44
A.18.1 Channelization - Channel System DS1
to DSo $146.77 $146.77 $72.09 $146.77
A.18.4 Interface Unit - Interface DS1 to
DSO ~ Voice Grade Card $1.38 $1.38 $§.7634 $1.38
1 $251.09 $253.38 $141.68 $248.83
$19.57 $21.96 $10.52 §17.40
5$688.44 $88.44 $61.47 $80.44
$146.77 $146.77 $72.09 $146.77
51.38 51.38 $.7634 $1.38
2 $256.16 $258.57 $144.85 $253.99
$37.82 $52.29 $20.74 $30.87
$88.44 $808,44 §61.47 588.44
$146.77 5146.177 572.09 $146.77
$1.38 $1.38 $.7634 $1.38
3 §274 .41 $288.88 $155.07 §267.46
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTR
APPROVED BRELLSOUTH AT&T/MCI COMMIESION
ELEMENT NUMBER & DESCRIPTION ZONR RATES PILING PROPOSBED APPROVED
P.6-2 Per Mile
D.4.1 Interoffice Tranaport - Dedicated -
DS1 - Per Mile $0.1856 $0.1856 50.1856 $0.1856
P.6-3 |Additional 2W VG in same DS1
A.1.2 2-Wire Analog Voice Grade Loop -
Service Level 2 $14.50 $16.79 $7.36 $12.24
|A.18.4 Interface Unit - Interface DSl to
bSO - Voice Qrade Card $1.38 $1.38 §.7634 $1.38
1 $15.88 §18.17 $8.12 $13.62
$19.57 $21.94 $10.52 §17.40
$1.38 $1.38 $.7634 $1.38
2 $20.95 $23.36 $11.29 $18.78
$37.82 §52.29 $20.74 530.87
$1.38 $1.38 $.7634 $1.38
3 §39.20 $53.67 $21.51 $32.25
EXTENDED 4-WIRE VOICEK GRADE LOOP WITH DEDICATED DS1
P.7 INTEROFPFICE TRANSPORT
P.7-1 First 4W VG in DS1
A.4.1 4-Wire Analog Voice Grade Loop $23.02 $29.39 514.44 $18.89
D.4.2 Interoffice Transport - Dedicated -
IDS1 - Facility Termination $80.44 $B8.44 $61.47 $88.44
.18.1 Channelization - Channel System DS1
to DSO $146.77 5146.77 §72.08 $146.77
In.18.4 Interface Unit - Interface DS1 to
DS0 - Voice Grade Card $1.38 $1.238 $.7634 $1.38
1 $259.61 $265.99 $148.76 $255.48
$31.07 $59.21 $29.06 $26.84
$88.44 $88.44 561.47 500,44
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
$146.77 $146.77 $72.09 $146.77
$1.38 §1.38 $.7634 $1.38
2 §267.66 $295.80 $163.38 $263.43
$60.02 $97.25 $45.25 $47.62
$88.44 $88.44 $61.47 5§68.44
§146.77 $146.77 §72.09 $146.77
$1.38 $1.38 $.7634 $1.38
3 $296.61 $333.85 $179.57 §284.21
P.7-2 Per Mile
D.4.1 Interoffice Transport - Dedicated -
DS1 - Per Mile §0.1856 $0.1856 $0.1856 $0.1856
P.7-3 IAdditional 4W VG in same DS1
jA.4.1 4-Wire Analeog Voice Grade Loop $23.02 $29.39 $14.44 $18.89
A.18.4 Interface Unit - Interface DS1 to
DS0 - Voice Grade Card $1.38 §1.38 $.7634 $1.38
1 $24.40 $30.77 $15.20 $20.27
$31.07 $59.21 $29.06 $26.84
$1.38 $1.38 $.7634 $1.38
2 $32.45 $60.59 $29.82 $28.22
$60.02 $97.26 $45.25 $47.62
$1.38 $1.138 $.7634 $1.138
3 $61.40 $98.64 $46.01 $49.00
RXTENDED 4-WIRE 56 OR 64 KBPS DIGITAL LOOP WITH DEDICATED
P.8 DS1 INTEROFFICE TRANSPORT
P.8-1 |First 4w 56 / 64 in DS1
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APPENDIX A
UNBUNDLED NRTWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATET/MCX COMMISSION
BLEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
A.10.1 4-Wire 19, 56 or 64 Xbps Digital
[Grade Loop $26.39 $31.42 $15.35 $22.20
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 $BB.44 $61.47 $88.44
.18.1 Channelization - Channel System DS1
to PSO $146.77 $146.77 $72.09 §146.77,
A.18.2 Interface Unit - Interface DS1 to
DSO0 - OCU-DP Card $2.10 $2.10 $1.37 $2.10
1 $263.70 $268.73 $150.28 $259.51
$35.62 $49.21 $25.14 $31.56
568.44 588.44 $61.47 $88.44
$146.77 $146.77 $72.09 $146.77
§2.10 $2.10 51.37 $2.10
2 $272.93 $286.52 $160.07 $268.87
$68.82 $61.38 $28.21 $55.99
586.44 $08 .44 $61.47 $88.44
$146.77 $146.77 $72.009 $146.77
$2.10 $2.10 $1.37 $2.1¢0
3 $306.13 $298.71 $163.14 $293.130
P.B-2 per Mile
D.4.1 Intercffice Transport - Dedicated -
D81 - Per Mile $0.1856 $0.1B56 $0.1856 $0.1856
P.8-3 dditional 4W 56 / 64 in same DS1
n.10.1 4-Wire 19, 56 or &4 Kbps Digital
Grade Loop §$26.39 §31.42 $15.35 $22.20
[A.18.2 Interface Unit - Interface DS1 to
DS0 - OCU-DP Card $2.10 $2.10 $1.37 $2.10
1 $28.49 $33.62 $16.72 $24.30
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APPENDIX A
UNBUNDLED NRTWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELENENT NUMBER L DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
$315.62 $49.21 §25.14 $31.56
$2.10 $2.10 $1.37 $2.10
2 $37.72 $51.31 $26.51 $33.66
$68.82 $61.39 $28,21 $55.99
$2.10 $2.10 $1.37 $2.10
3 §70.92 $63.49 $29.58 $58.09
EXTENDED 4-WIRE DE1 DIGITAL LOOP WITH DEDICATED DS1
P.11 INTEROFPICRE TRANSPORT
P.11-1 Fixed
A.9.1 4-Wire DS1 Digital Loop $73.44 $95.13 §55.34 $70.74
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 588,44 $561.47 $88.44
1 §161.88 $183.57 $116.86 §159.18
$99.13 $140.36 $71.91 $100.54
588.44 $88.44 561.47 $88.44
2 $187.57 $228.80 $136,38 $188.98
$191.51 $332.57 $168.76 $178.39
$88.44 $88.44 $61.47 $88.44
k| $279.95 $§421.01 $230.23 $266.83
P.11-2 Per Mile
D.4.1 Interoffice Transport - Dedicated -
DS1 - Per Mile $0.1856 $0.1856 $0.1856 $0.1856
EXTENDED 4-WIRE D81 DIGITAL LOOP WITH DBEDICATED DS3
P.13 INTEROFFICR TRANSPORT
P.13-1 First DS1 in D83
|A.9.1 4-Wire DS1 Digital Loop $73.44 $95.13 §55.3% $70.74
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTRH
APPROVED BELLEOUTH AT&T/MCI COMMISSION
ELSMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED

D.6.2 Interoffice Transport - Dedicated -

DB3 - Facility Termination $1,071.00 $1,071.31 $673.56 $1,071.00
A.168.5 Channelization - Channel System DS3

to DS1 §211.19 §211.19 $162.55 $211.19

A.18.6 Interface Unit - Interface D53 to
DS1 513.76 $13.76 $11.47 $13.76
1 $1,369.39 $1,391.39 $902.98 $1,366.69
§99.13 $140.36 $74.91 $100.54
$1,071.00 $1,071.31 $673.56 $1,071.00
$211.19 $211.19 $162.55 $211.19
$13.76 $13.76 $11.47 $13.76
2 $1,395.08 $1,436.62 $922.50 $1,396.49
$191.51 $332.57 $168.76 $178.39
$1,071.00 $1,071.31 5673 .56 $1,071.00
$211.19 $211.19 $162.55 $211.13
$13.76 $13.76 $11.47 $513.76
3 $1,487.46 §1,628.83 $1,016.35 $1,474.34

P.13-2 Per Mile

D.6.1 Interoffice Transport - Dedicated -

DS3 - Per Mile $3.87 $3.87 $3.87 53.87
P.13-3 |Additional DS1 in same DS3

A.9.1 4-Wire DS1 Digital Loop $73.44 $95.13 §55.39 $70.74

A.18.6 Interface Unit - Interface DS3 to
81 $13.76 $113.7¢ $11.47 $13.76
1 $87.20 $108.89 $66.87 $84.50
$99.13 $140.36 $74.91 $100.54
$13.76 $13.76 $11.47 $13.76
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST BUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
2 $112.89 $154.12 $86.38 $114.30
$191.51 $332.57 $168.76 $178.39
$13.76 $13.76 $11.47 $13.76
3 $205.27 $346.33 $180.23 $§192.15%
P.15 4-WIRE D81 DIGITAL LOOP WITH DDITS PORT
P.15 4-Wire DS1 Digital Loop with DDITS Port
A.9.1 4-Wire DS1 Digital Loop §73.44 §95.13 $55.39 §70.74
B.1.4 Bxchange Ports - DDITS Port §54.95 $54.96 $53.95 $54.95
1 $126.39 §150.07 $109.34 $125.69
$99.13 $140.35 $74.91 $100.54
§54.95 $54.95 $513.95 554.95
2 $154.08 $195.20 $128.86 $155.49
$191.51 $332.57 $168.76 $178.39
§54.95 5§54 .95 §53.95 §54 .95
3 $246.46 $387.52 $222,71 $233.34
P.16 2-WIRE LOOP/ 2 WIRE VOICE GRADE IO TRANSPORT/ 2 WIRE PORT
P.16-1 Fixed
A.1.2 2-Wire Analog Voice Grade Loop -
Service Level 2 $14.50 $16.79 $7.36 $12.24
D.2.2 Interoffice Trangport - Dedicated -
2- Wire Voice Grade - Facility Termination $25.32 $25.32 $15.33 $25.32
B.1.1 Exchange Ports - 2-Wire Analog Line
Port (Res., Bus., Centrex, Coin) $1.40 $1.40 $1.40 $1.40
1 $41.22 543.52 $24.09 $38.9%6
$19.57 $21.98 $10.52 $17.40
§25.32 $25.32 $15.33 $25.32
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APPENDIX A
UNBUNDLED NETWORK ELEMBNTS8 RECURRING COST SUMMARY
BELLSOUTH
APPROVED BBLLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONB RATES FILING PROPOSED APPROVED
51.40 $1.40 $1.40 $1.40
2 $46.29 $48.70 $27.26 544.12
$37.82 §52.29 $20.74 $30.87
$25.32 $25.32 $15,33 $25.32
$§1.40 $1.40 $1.40 $1.40
3 564 .54 $79.02 $37.48 $57.59
P.16-2 Per Mile
D.2.1 Interoffice Transport - Dedicated -
2-Wire Voice Grade - Per Mile $0.0091 $0.0091 $0.0091 $0.0091
EXTENDED 2-WIRE VOICE GRADE LOOP/ 2 WIRB VOICE GRADE
P.23 INTEROFFICE TRANSPORT
P.23-1 Fixed
A.1.2 2-Wire Analog Voice Grade Loop -
Service Level 2 $14.50 $16.79 $7.36 $12.24
D.2.2 Interoffice Transport - Dedicated -
2- Wire Voice Grade - Facility Termination $25.32 $25.32 $15.33 $25.32
1 $39.82 §42.12 $22.69 537.56
§19.57 $21.98 §10.52 $§17.40
$25.32 $25.32 $15.33 $25.32
2 $44.89 $47.30 $25.86 $42.72
$37.82 §52.29 $20.74 $30.87
$25.32 $25.32 $15.33 $25.32
3 $63.14 §77.61 $36.08 556.19
P.23-2 Per Mile
D.2.1 Interoffice Transport - Dedicated -
2-Wire Volce Grade - Per Mile §$0.0091 $0.0091 $0.0091 $0.0091
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APPENDIX A
UNBUNDLED NETWORK ELENENTS RECURRING COST BUMMARY
BRLLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
BLEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
[exTENDED 4-WIRE VOICE GRADE LOOP/ 4 WIRE VOICE GRADE
P.24 INTEROFPICE TRANSPORT !
P.24-1 Fixed
A.4.1 4-Wire Analog Voice Grade Loop $23.02 $29.239 $14.44 $18.89
D.12.2 Interoffice Transport - Dedicated -
4-Wire Voice Grade - Facility Termination $22.58 $22.58 $13.01 $22.58
1 $45.60 $51.97 $27.44 $41 .47
$31.07 $59.21 $29.06 $26.84
$22.58 §22.58 $13.01 $22.58
2 $53.65 $81.78 $42.06 $49.42
$60.02 $97.26 $§45.25 547.62
$22.58 $22.58 513.01 $22.58
3 $B2.60 $115.84 $58.26 §70.20
P.24-2 Per Mile
D.12.1 Interoffice Transport - Dedicated -
4-Wire Voice Grade - Per Mile $0.0091 $0.0091 $0.0091 $0.0081
EXTENDED DS3 DIGITAL LOOP WITH DEDICATRD DS3 INTRROFFICR
P.25 TRANSPORT
P.25-1 Fixed
A.16.1 High Capacity Unbundled Local Loop
DS3 - Facility Termination $386.68 $386.88 $287.97 $386.88
D.6.2 Interoffice Tranaport - Dedicated -
DS3 - Facility Termination $1,071.00 $1,071.31 $§673.56 $1,071.00
$1,457.88 $1,458.19 $961.54 $1,457.88
P.25-2 Per Mile - Interoffice
D.§.1 Interoffice Transport - Dedicated -
DS3 - Per Mile 53.87 $3.87 $3.87 $3.87
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATET/MCI COMMISSION
ELEMENT NUMBBR & DESCRIPTION ZONB RATES PILING PROPOSED APPROVED
P.25-3 Per Mile - DS3 Loop
n.16.2 High Capacity Unbundled Local Loop -
DS3 - Per Mile $10.92 $10.92 $10.92 $10.92
KXTENDED ST81 DIGITAL LOOP WITH DEDICATED 8T8l
P.26 INTEROYFICE TRANSPORT
P.26-1 Fixed
A.16.15 High Capacity Unbundled Local Loop
- STS-1 - Facility Termination $426.60 $426.60 $324.29 $426.60
D.10.2 Interoffice Transport - Dedicated -
STS-1 - Facllity Termination $1,056.00 51,056.07 $645.05 $1,056.00
$1,482.60 $1,482.67 $969.33 $1,482.60
P.26-2 Per Mile - Interoffice
D.10.1 Interoffice Transport - Dedicated -
STS-1 - Par Mile $3.87 $3.87 $3.87 $3.87
P.26-3 Per Mile - Loop
R.16.16 High Capacity Unbundled Local Loop
- §TS-1 - Per Mile $10.92 $10.92 §10.92 $10,92
P.50 4 -WIRE DS1 LOOP WITH CHANNBLIZATION WITH PORT
P.50.VG-1 First Voice Grade in DS1
in.9.1 4-Wire DS1 Digital Loop $§73.44 $96.13 §55.39 $70.74
B.1.1 Exchange Ports - 2-Wire Analog Line
Port (Res., Bus., Centrex, Coin) $1.40 $1.40 $1.40 $1.40
Q.1.1 D4 Channel Bank Inside CO - System $118.06 $118.06 $43.38 $118.06
Q.1.4 Unbundled Loop Concentration - POTS
Card $0.6402 $0.6402 $0.5422 $0.6402
1 $193,54 $215.23 $100.71 $190.84
$99.13 $140.36 $74.91 $100.54
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APPENDIX A
UNBUNDLED NETWORK BLEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
51.40 $1.40 §1.40 $1.40
$118.06 $118.06 §43.38 $118.06
$0.6402 $0.6402 $0.5422 50.6402
2 $219.23 $260.46 $120.23 §220.64
$191.51 $3132,57 $168.76 $178.39
) $1.40 $1.40 §1.40 $1.40
T $118.06 $118.06 $43.38 $118.06
$0.6402 $0.6402 $0.5422 $0.6402
3 §$311.61 $452.37 $214.08 $298.49
P.S0.VG-2 Additional Voice Grade in same DS1

B.1.1 Exchange Ports - 2-Wire Analog Line
Port (Res., Bus., Centrex, Coin) $§1.40 $1.40 §1.40 51.40

Q 1.4 Unbundled Loop Concentration - POTS
Card $0.6402 $0.6402 $0.5422 $0.6402
§2.04 $2.04 $1.94 $2.04

P.50.DID-1 First 2-Wire DID in DS1

A.9.1 4-Wire DS1 Digital Loop $73.44 $96.12 $55.39 $70.74
B.1.3 Exchange Ports - 2-Wire DID Port $8.73 $8.73 $4.93 $8.73
Q.1.1 D4 Channel Bank Ingside CO - System $118.06 5118.06 $43.38 $118.06

Q.1.4 Unbundled Loop Concentration - POTS
card $0.6402 §0.6402 $0.5422 $0.6402
o 1 $200.87 §222.55 $104.25 $198.17
’ | §99.13 $140.36 $74.91 $100.54
$8.73 $8.73 $4.93 $8.73
$118.06 $118.06 $43.38 $118.06
$0.6402 50.6402 50.5422 $0.6402
- ) 2 $226.56 $267.78 $123.77 $227.97
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMNARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATBS PILING PROPOSED APPROVED
$191.57 $332.57 $168.76 $178.39
$8.73 $8.73 $4.93 $8.73
$118.06 5118.06 $43.38 $118,06
$0.6402 $0.6402 50.5422 $0.6402
3 $318.84 $460.00 $217.62 $305.82
P.50.DID-2 IAdditional 2-Wire DID in same DS1

8.1.3 Exchange Ports - 2-Wire ODID Port $8.73 $8.73 $4.93 $8.73

Q.1.4 Unbundled Loop Concentration - POTE
Card 50.6402 $0.6402 §0.5422 $0.6402
$9.37 $9.37 §5.48 $9.37

P.50.ISDN-1 First ISDN in DS1

In.9.1 4-Wire DS1 Digital Loop §73.44 §95.13 $55.39 $70.74
B8.1.5 Exchange Ports - 2-Wire ISDN Port $8.83 $8.83 $8.80 $8.83
Q.1.1 D4 Channel Bank Inside CO - System $118.06 $118.06 $43.38 $118.06

Q.1.3 Unbundled Loop Concentration - ISDN
(BRITE Card) 52.92 $2.92 52.47 $2.92
1 $203.25 5224.94 $110.05 $200.55
$99.13 §140.36 $74.91 §100.54
$8.83 $8.83 $8.80 $8.83
$118.06 §118.06 $43 .38 $118.06
§2.92 $2.92 $2.47 $2.92
2 $220.94 $270.17 £§129.57 $230.35§
$191.51 $332.57 $168.76 $178.39
$8.83 §8.83 $8.80 $8.83
§118.06 5118.06 $43.38 $118.06
§2.92 §2.92 $2.47 $§2.92
3 §321.32 $462.38 5223 .42 $308.20
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APPENDIX A
UNBUNDLED NETWORK RLEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMIBHION
ELEMENT NUNBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
P.50.I8DN-2 Additional ISDN in same DS1
B.1.5 Exchange Porte - 2-Wire ISDN Port $8.83 $9.83 $8.80 §68.83
0.1.3 Unbundled Loop Concentration - ISDN
{BRITE Card) $2.92 §2.92 $2.47 $2.92
§11.75 $11.75 $11.28 $11.75
P.51 EXTENDED 2-WIRE ISDN LOOP WITH DS1 INTEROFFICE TRANSPORT
P.51-1 First 2-Wire ISDN in DS1
A.5.1 2-Wire ISDN Digital Grade Loop §21.76 $25.14 514.19 $19.28
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination 588,44 $808.44 $61.47 $88.44
A.18.1 Channelization - Channel System DS1
to DSO $146.77 $146.77 $72.09 $146.77
A.18.3 Interface Unit - Interface DSl to
DS0 - BRITE Card $3.66 $3.66 $2.70 $3.66
1 $260.63 $264.01 $160.45 $258.15
$29.38 $35.23 $19.37 $27.40
$88.44 $88.44 $61.47 $88.44
$146.77 $146.77 $72.09 $146.77
$3.66 $3.66 $2.70 $3.66
2 $268.25 $274.20 $155.62 $266.27
$56.76 $67.42 $32.80 $48.62
$88.44 $88.44 $61.47 588.44
$146.77 $146.77 $72.09 $146.77
$3.66 $3.66 §2.70 $3.66
3 $295.63 $306.29 $169.05 $287.49
P.51-2 Per Mile
D.4.1 Interoffice Transport - Dedicated -
DS1 - Per Mile $0.1856 $0.1856 $0.1856 $0.185¢
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING CO8T SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELENENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
P.51-3 |additional 2-wire IDSN in same DS1
A.5.1 2-Wire ISDN Digital Grade Loop §21.76 $25.14 $14.19 $19.28
A.18.3 Interface Unit - 1Interface DS1 to
DS0 - BRITE Card $3.66 $3.66 $2.70 $3.66
1 $25.42 $28.80 516.89 $22.94
$29.38 $35.33 $19.37 $27.40
$3.66 $3.66 $2.70 $3.66
2 $32.04 $38.99 $22.06 $31.06
$56.76 $67.42 5$32.80 $48.62
$3.66 $53.66 $2.70 $3.66
3 $60.42 $71.08 §35.49 $52.28
EXTENDED 4-WIRE D81 DIGITAL LOOP WITH DEDICATED 8TS-1
P.52 INTEROFFICE TRANSPORT
P.52-1 First in DS1 in STS1
A.9.1 4-Wire DS1 Digital Loop $73.44 $95.13 $55.39 $70.74
D.10.2 Interoffice Transport - Dedicated -
STS-1 - Facllity Termination $1,056.00 51,056.07 $645.04 $1,056.00
A.18.5 Channelization - Channel System DS3
to DS1 $211.19 §211.19 $§162.55 $211.19
A.18.6 Interface Unit - Interface DS3 to
DS1 $13.76 $13.76 $11.47 $13.76
1 $1,354.39 $1,376.16 $874 .46 $1,351.69
$99.13 5$140.36 §$74.91 $100.54
$1,056.00 $1,056.07 §645.05 $1,056.00
$211.19 §211.19 $162.55 $211.19
§13.76 $13.76 $11.47 $§13.76
2 $1,380.08 $1,421.238 5$893.98 $1,381.49




ORDER NO. PSC-02-1311-FOF-TP
DOCKET NO. 990649A-TP

PAGE 146
APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISBION
BLEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
§191.51 $332.57 $168.76 $178.39
$1,056.00 $1,056.07 §645.05 $1,056.00
§211.19 §211.19 §162,55 §211.19
§13.76 $13.76 $11.47 513.76
3 $1,472.46 $1,613.60 $987.83 $1,459.34
P.52-2 Per Mile
D.10.1 Interoffice Transport - Dedicated -
STS-1 - Per Mile $3.87 $3.87 $3.87 $3.87
P.52-3 InAdditional DS1 in same STS1
In.9,1 4-Wire DS1 Digital Loop §73.44 $95.13 $55.39 $70.74
A.18.6 Interface Unit - Interface DS3 to .
DSl $131.76 $13.76 $11.47 $13.76
1 587.20 $108.89 $66.87 §84.50
599.13 $140.36 $74.91 $100.54
§13.76 513.76 $11.47 $13.76
2 $112.89 $164.12 $86.,38 $114.30,
$191,51 $332.57 $168.76 5178.39
$13.76 513.76 $11.47 $13.76
3 $205.27 $346.33 $180.23 $192.15
EXTENDED 2-WIRE VOICE GRADE LOOP WITH DEDICATED D1
P.53 INTEROFFICE TRANSPORT W/ 3/1 MUX
P.53-1 First 2-Wire VG in First DS1 in DS3
A.1.2 2-Wire Analog Voice Grade Loop -
Service Level 2 §14.50 $16.79% 57.36 $12.24
D.4.2 Interoffice Transport - Dedicated -
[DS1 - Pacility Termination $88.44 $88.44 $61.47 $88.44
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UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY

BELLSOUTH
APPROVED BELLSOUTH ATLT/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES PILING PROPOSED APPROVED
A.18.5 Channelization - Channel System DS3
to DS1 $211.19 §$211.19 $162.55 $211.1¢
A.18.6 Interface Unit - Interface DS3 to
- B DSl $13.76 $13.76 $11.47 $13.7¢
.18.1 Channelization - Channel System DS1
to DSO $146.77 $§146.77 $72.09 $146.7"
A.18.4 Interface Unit - Interface DS1 to
DSO0 - Voice Grade Card $1.38 $1.38 5.7634 §1. 3¢
i 1 $476.04 $470.341 $315.70 $473.7¢
o |-
| $19.57 $21.98 $10.52 $17. 4
$88.44 $88.44 $61.47 $88.4
- $211.19 §211.19 $162.55 $211.19
$13.76 $13.76 $11.47 $13.76
$146.77 $146.77 $72.09 $146.77
$1.38 $1.38 $.7634 $1.38
2 $481.11 $483.52 $318.87 $478.94
$37.82 $52.29 $20.74 $30.87
$88.44 $B88.44 $61.47 $88.44
$211.19 $211.19 $162.55 $211,19
$13.76 $13.7¢ $11.47 $13.76
$146.77 $146.77 $72.09 $146.77
\ §1.38 $1.38 $.7634 51,38
: a $499.36 $513.84 $329.09 $§492,41
P.53-2 Per Mile per DS1 o
D.4.1 Interoffice Transport - Dedicated -
DS1 - Per Mile $0.1856 $0.1856 $0.1856 $0.1856&
P.53-3 |Additional 2-Wire VG in same DS1 - .
A.1.2 2-Wire Analog Voice Grade Loop - R
Service Level 2 $14.50 $16.79 $7.36 $12.24
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COBT SUMMARY
BELLSOUTH
APPROVED BRLLSOUTH ATLT/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES PILING PROPOSED APPROVERD
A.18.4 Interface Unit - Interface DS1 to
DSD - Voice Grade Card $1.38 $1.38 $.7634 $1.38
1 $15.88 $18.17 $8.12 $13.62
§19.57 $21.98 S10.52 $17.40
$1.38 $1.38 §.7634 $1.38
2 $20.95 $23.36 $11.29 $18.78
$37.82 $52.29 $21.51 $30.87
$1.38 §1.38 §$.7634 $1.38
3 $§39.20 $53.67 $21.51 $32.25
P.53-¢ Additional DS1 in same DS3
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination §808.44 $88.44 $61.47 SB8,44
A.18.1 Channelization - Channel System DS1
to DSO $146.77 $146.77 $72.09 $146.77
A.18.6 Interface Unit - Interface DS3 tc
DS1 $13.76 $13.76 $11.47 $13.76
$248.97 $248.97 $145.03 $248.97
EXTENDED 4-WIRE VOICE GRADE LOOP WITH DEDICATED D81
P.54 INTEROFFICE TRANSPORT W/ 1/1 MUX
pP.54-1 First 4-Wire VG In First DS1 in DS3
A.4.1 4-Wire Analog Voice Grade Loop $23.02 $29.39 $14.44 $16,89
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 $88.44 $61.47 $588.44
IA.18.5 Channelization - Channel System DS3
to DS1 §211.19 $211.19 $162.55 §211.19
A.18.6 Interface Unit - Interface DS3 to
DS1 $13.76 $13.7¢6 $11.47 $13.76
A.18.1 Channelization - Channel System DS1
to DSO $146.77 $146 .77 $72.09 $146.77




ORDER NO. PSC-02-1311-FOF-TP

DOCKET NO. 99064SA-TP
PAGE 149
APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DRSCRIPTION ZONE RATES FILING PROPOSED APPROVED

A.18.4 Interface Unit - Interface DS1 to
D80 - Volce Grade Card $1.38 $1.38 $.7634 $1.38
1 $484.56 $490.94 $322.79 $480.43
$31.07 $59.21 $29.06 526.84
588.44 $88.44 $61.47 568 .44
$211.19 $211.19 $§162.55 $211.19
513.76 $13.7¢ $11.47 $13.76
$146.77 $146.77 $72.09 $146.77
$1.38 $1.38 §5.7634 §1.38
2 $492.61 §520.78 $337.40 $488.38
$60.02 $97.26 $45.25 $47.62
$88.44 $88.44 $61.47 $88.44
$211.19 $211.19 §162.55 $211.19
513.76 $13.76 $11.47 $13.76
$146.77 $146.77 $72.09 $146.77
$1.38 $1.38 $.7634 $1.38
3 $521.56 §558.81 $353.60 $5008.16

le.sa-2 Per Mile per DS1

D.4.1 Interoffice Transport - Dedicated -

DS1 - Per Mile $0.1856 $0,1856 $0.1856 $0.1856
P.54-3 IAdditional 4-Wire VG in same DS1

A.4.1 4-Wire Analog Voice Grade Locop $23.,02 $29.29 $14.44 $18.89

|A.18.4 Interface Unit - Intexrface DS1 to
D80 - Voice Grade Card $51.38 $1.138 $.7634 $1.38
1 $24.40 $30.77 $15.20 §20.27
$31.07 $58.21 $29.06 $26.84
§1.38 $1.38 §.7634 $1.38




UNBUNDLED NETWORK BLEMENTS RECURRING COST BUMMARY

BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMIBSION
ELEMENT NUMBER & DESCRIPTION ZONR RATES FILING PROPOSED APPROVED
2 §32.45 $60.59 $29.82 $208.22
$60.02 $97.26 $45.25 $47.62
$1.38 51.38 $.7634 $1.38
i $61.40 $98.64 546.01 $49.00
P.54-4 |JAdditional DST in same DS3
D.4.2 Interoffice Transport - Dedicated -
DSY - Pacility Termination $88.44 $88.44 $61.47 $88.44
IA.18.1 Channelization - Channel System DS1
to DSO $146.77 $146.77 $72.09 $146.77
A.18.6 Interface Unit - Interface DS3 to
D51 $13.76 $13.76 $11.47 $13,76
$248.97 $24R.97 $145.03 $248.97
EXTENDED 4-WIRE 56 OR 64 KBPS DIGITAL LOOP WITH DEDICATED
P.55 D81 INTEROFFICE TRANSPORT W/ 3/1 MUX
P.55-1 First 4-Wire in First DS1 in DS3
A.10.1 4-Wire 19, 56 or 64 Kbps Digital
Grade Locp $26.39 $31.42 $15.35 $22.20
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 $88.44 $61.47 $88.44
A.18.5 Channelization - Channel System DS3
to DS1 $211.19 $211.19 $162.55 $211.19
h.18.6 Interface Unit - Interface DS3 to
DS1 $13.76 $13.76 $11.47 $13.7¢
[A.18.1 Channelization - Channel System DS1
to DSO $146.77 $146.77 $72.09 5146.77
[A.18.2 Interface Unit - Interface DS to
DSO - OCU-DP Card $2.10 $2.10 $1.37 $2.10
1 S4BB.65 $493.69 $324.30 $484.46
B $35.62 $49.21 525.14 $31.56
B $88.44 $88.44 $61.47} $88.44
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST BUMMARY
BELLSQUTH
APPROVED BELLSOUTH AT&T/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATRS FILING PROPOSED APPROVED
$211.19 $211.19 5162.55 $211.19
$13.76 §13.76 $11.47 $13,76
$146.77 $146.77 §72.09 $146.77
$2.10 $2.10 $1.37 $2.10
2 $497.88 §511.48 $334.09 $493.82
$68.82 $61.39 $28.21 $55.99
$688.44 $88.44 $61.47 $88.44
$211.19 $211.19 $162.55 $211.19
$13.76 $13.76 $11.47 $13.76
5146.77 §146.77 $72.09 §146.77
$2.10 $2.10 §1.37 $2.10
3 $531.08 $523.66 $337.117 $518.25
P.55-2 Per Mile per DS1

D.4.1 Interoffice Transport - Dedicated -

DS1 - Per Mile $0.1856 $0.1856 $0.1856 $0.185%4
P.55-3 Additional 4-Wire in same DS1
A.10.1 4-Wire 19, 56 or &4 Kbps Digital

Grade Loop $26.39 $31.42 $15.35 $22.20

A.18.2 Interface Unit - Interface DS1 to
DS0 - CCU-DP Card $2.10 $2.10 $1.37 $2.10
1 $28.495 $33.52 $16.72 $24.30
$36.62 $49.21 $25.14 $31.5¢6
$2.10 $2.10 $1.37 $2.10
2 $37.72 §51.31 $16.72 $33.65
$68.82 $61.39 $28.21 §55.99
$2.10 $2.10 $1.37 $2.10
3 $70.92 §63.81 $29.58 $58.09
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APPENDIX A
UNBUNDLED NETWORK ELEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATLT/MCI COMMISSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES PILING PROPOSED APPROVERD
P.55-4 Indditional DS1 in same D53
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 588.44 $61.47 $88.44
IA.18.1 Channelization - Channel System DS1
to DSO $146.77 $146.77 §$72.09 $146.77
A.18.6 Interface Unit - Interface DS3 to
pDS1 $13.76 $13.76 $11.47 $13.76
$248.97 $248.97 $145.03 $248.97
EXTENDED LOOP 2-WIRE ISDN WITH DS1 INTEROFFICE TRANSPORT
P.56 W/ 3/1 MUX
P.56-1 First 2-Wire in First DS1 in D83
A.5.1 2-Wire ISDN Digital Grade Loop $21.76 $25.14 $14.19 $19.28
D.4.2 Interoffice Trangport - Dedicated -
DS1 - Facility Termination $88.44 $88.44 $61.47 $88.44
A.18.5 Channelization - Channel System DS3
to DS1 $211.19 $211.19 $162.55 §211.19
A.18.6 Interface Unit - Interface DS3 to
DS1 §13.76 $13.76 $11.47 $13.7¢
A.18.1 Channelization - Channel System DS1
to DSO $146.,77 $146.77 $72.09 $146.77
[n.18.3 Interface Unit - Interface DS1 to
DSO0 - BRITE Card $3.66 $31.66 $§2.70 53.66
1 $485.58 $4808.97 §324 .47 $483.10
$29.38 $35.33 $19.37 $27.40
$868.44 588.44 $61.47 $88.44
§211.19 §211.19 $§162.55 $211.19
$13.76 513.76 $11.47 $13.76
$146.77 $146.77 $72.09 $146.77
$3.66 $3.66 $2.70 $3.66
2 $493.20 $499.16 $329.65 $491.22
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APPENDIX A
UNBUNDLED NETWORK BLEMENTS8 RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATET/MCI COMMISSHION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED
A.18.6 Interface Unit - Interface DS3 to
DS1 $131.76 $13.76 $11.47 §13.76
$248.97 $248.97 $145.03 $248.97
|EXTENDED 4-WIRE DS1 DIGITAL LOOP WITH DEDICATED D81
P.57 INTEROFFICE TRANSPORT W/ 3/1 MUX
P.57-1 First 4-Wire DS1 in D53
IA.9.1 4-Wire DS1 Digital Loop $73.44 $95.13 $55.39 $70.74
D.4.2 Interoffice Transport - Dedicated -
DS1 - Facility Termination $88.44 $88.44 $61.47 $88.44
[n.18.5 Channelization - Channel System DS3
to DS1 $211.19 $211.19 $162.55 $211.19
A.18.6 Interface Unit - Interface D53 to
DS1 $13.76 $13.76 $11.47 $13.76
1 $386.83 $408.62 £290.88 $384 .22
$99.13 $140.386 574 .91 $100.54
$88.44 588.44 $61.47 $88.44
$211.19 $211.19 $162.55 $211.19
$13.76 $13.76 511.47 $13.76
2 $412.52 $453.75 $310.40 $413.93
$191.51 $232.57 $168.76 $178.39
$88.44 $88.44 $61.47 $88.44
$211.19 $211.19 $162.55 $211.19
513.76 $13.7¢ $11.47 $13.76
3 $504.90 $645.96 $404 .25 §491.78
pP.57-2 Per Mile per DS1
D.4.1 Interoffice Transport - Dedicated -
D81 - Per Mile $0.1856 §0.1856 §0.1856 $0.185¢
P.57-3 Additional 4-Wire DS1 in same DS3
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APPENDIX A
UNBUNDLED NETWORK RLEMENTS RECURRING COST SUMMARY
BELLSOUTH
APPROVED BELLSOUTH ATET/MCI COMMISSION
ELEMENT NUMBRR & DESCRIPTION ZONE RATES FILING PROPOSED APPROVED

A.9.1 4-Wire D51 Digital Loop $73 .44 $95.13 $55.39 $70.74

A.18.6 Interface Unit - Interface DS3 to
DS1 $13.76 $13.76 $11.47 $13.76

D.4.2 Interoffice Transport - Dedicated -
DS1 - PFacility Termination $88.44 $88.44 $61.47 $88.44
1 $175.64 $197.33 $128.33 $172.94
£99.13 $140.36 $74.91 $100.54
$13.76 $13.76 $11.47 $§13.76
$88.44 $68.44 $61.47 $88.44
2 $201.33 §242.58 $147.85 $202.74
$191.51 $332.57 $168.76 $178.39
$13.76 $13.76 $11.47 $13.76
$88.44 $98.44 $61.47 580.44
3 $293.71 $5434.77 $241.70 $2B0.59

EXTENDED 4-WIRE 56 OR 64 KBPS DIGITAL LOOP WITH D8O
P,58 INTEROFFICE TRANSPORT
P.5B-1 Fixed
[An.10.1 4-Wire 19, 56 or 64 Kbps Digital

Grade Loop $26.39 $31.42 $15.35 $22.20

D.3.2 Intercffice Transport - Dedicated -
DSO0 - Pacility Termination $18.44 $18.44 $9.51 $18.44
1 $44.83 $49.87 $24.85 $40.64
$35.62 §$48.21 $25.14 $31.56
$18.44 $18.44 $9.51 $18.44
2 $54.06 $66.65 $34.64 $50.00
$68.82 $61.39 $28.21 $55.99
$18.44 $18.44 $9.51 $18.44
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APPENDIX A
UNBUNDLED NETNORK ELEMENTS RECURRING COBT BUMMARY
BELLSOUTH
APPROVED BELLSOUTH AT&T/MCI COMMIBSION
ELEMENT NUMBER & DESCRIPTION ZONE RATES FILING PROPOSKED APPROVED
3 $87.26 $79.84 $37.72 $74.43
P.58-2 Per Mile

D.3.1 Interoffice Transport - Dedicated -
DSO0 - Per Mile $0.0091 $0.0091 $0.0091 $0.0051
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APPENDIX B - WIRE CENTERS PER ZONE

Zone 1
BCRTFLET FTLDFLSU KYWSFLMA MIAMFLGR MIAMFLWM
BCRTFLMA HLWDFLHA MIAMFLAE MIAMFLIC NDADFLAC
DYBHFLFN HLWDFLMA MIAMFLAP MIAMFLKE NDADFLOL
FTLDFLCR JCBHFLSP MIAMFLBA MIAMFLME ORLDFLMA
FTLDFLCY JCVLFLCL MIAMFLBC MIAMFLNM PMBHFLTA
FTLDFLMR JCVLFLFC MIAMFLBR MIAMFLPB WPBHFLAN
FTLDFLOA JCVLFLJT MIAMFLDB MIAMFLPL
FTLDFLSG JCVLFLSM MIAMFLFL MIAMFLWD

Zone 2
BCRTFLSA FTLDFLAP JCVLFLWC NKLRFLMA PNSCFLWA
BLGLFLMA FTLDFLJA JPTRFLMA NSBHFLMA PNVDFLMA
BYEHFLMA PTLDFLPL KYLRFLLS ORLDFLAP PRRNFLMA
CCBHFLMA FTLDFLWN KYLRFLMA ORLDFLCL PTSLFLSO
COCOFLMA GLBRFLMC LKMRFLMA ORLDFLPC SNFRFLMA
COCOFLME GSVLFLMA MIAMFLAL ORLDFLPH STAGFLBS
DBRYFLDL GSVLFLNW MIAMFLCA ORLDFLSA STAGFLSH
DBRYFLMA HBSDFLMA MIAMFLHL ORPKFLMA STRTFLMA
DELDFLMA HLWDFLPE MIAMFLNS ORPKFLRW TTVLFLMA
DLBHFLKP HLWDFLWH MIAMFLOL OVIDFLCA VRBHFLBE
DLBEHFLMA HTISFLMA MIAMFLRR PAHKFLMA VRBHFLMA
DRBHEFLMA ISLMFLMA MIAMFLSH PCBHFLNT WPBHFLGA
DYBHFLMA JCBHFLAB MIAMFLSO PMEBHFLCS WPBHFLGR
DYBHFLOB JCBHFLMA MICCFLBB PMBHFLFE WPBHFLHH
DYBHFLOS JCVLFLAR MLERFLMA PMBHFLMA WPBHFLLE
DYBHFLPO JCVLFLBW MNDRFLAV PNCYFLMA WPBHFLRR
EGLLFLBG JCVLFLIA MNDRFLLO PNSCFLBL WWSPFLSH
EGLLFLIH JCVLFLNO MRTHFLVE PNSCFLFP
FLBHFLMA JCVLFLRV NDADFLBR PNSCFLHC
FRBHFLFP JCVLFLSJ NDADFLGG PNSCFLPB

2one 3
ARCHFLMA EORNFLMA JCVLFLLF OLTWFLLN SYHSFLCC
BGPIFLMA FTGRFLMA JCVLFLOW PACEFLPV TRENFLMA
BKVLFLJF FTPRFLMA KYHGFLMA PLCSFLMA VERNFLMA
BLDWFLMA GCSPFLCN LXCYFLMA PLTKFLMA WELKFLMA
BNNLFLMA GCVLFLMA LYNHFLOH PMPKFLMA WPBHFLRP
BRSNFLMA GENVFLMA MCNPFLMA PNCYFLCA WWSPFLHI
CDKYFLMA HAVNFLMA MDBGFLPM PRSNFLFD YNFNFLMA
CFLDFLMA BELNVFLMA MLTNFLRA PTSLFLMA YNTWFLMA
CHPLFLJA EMSTFLAF MNDRFLLW SBSTFLFE YULEFLMA
CNTMFLLE HMSTFLEA MNSNFLMA SBSTFLMA
CSCYFLBA HMSTFLHM MXVLFLMA SGKYFLMA
DLSPFLMA HWTHFLMA NWBYFLMA STAGFLWG
DNLNFLWM JAY-FLMA OKHLFLMA STAGFLMA






BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Investigation into DOCKET NO. 99064SA-TP
pricing of unbundled network ORDER NO. PSC-02-1311A-FOF-TP
elements. (BellScuth Track) ISSUED: COctober 3, 2002

AMENDATORY ORDER

BY THE COMMISSION:

On September 27, 2002, we issued Order No. PSC-02-1311-FOF-TP.
This Order addressed the issues raised as part of BellSouth’s 120-
day filing. However, due to a scrivener’s error, Item A. 20, its
elements and associated rates, as listed in Appendix A, were
inadvertently included in the Order. Therefore, Order No. PSC-02-
1311-FOF-TP is amended to reflect that Item A. 20, its elements,
and its associated rates, shall be removed from the Order, and
shall be null and wvoid.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that Order
No. PSC-02-1311-FOF-TP is hereby amended to reflect that Item A.
20, its elements, and its associated rates, shall be removed from
the Order, and shall be null and void. It is further

ORDERED that Order No. PSC-02-1311-FOF-TP is reaffirmed in all
other respects.

By ORDER of the Florida Public Service Commission this 3rd Day
of October, 2002.

BLANCA S. BAY), Director
Divisjon of the Commission Clerk
and Administrative Services

By: ﬁczlk4ﬁ;l€~£417~)
Kay Flynn, Chief
Bureau of Records and Hearing
Services

({ SEAL)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION -

In re: Investigation into DOCKET NO. 990649A-TP
pricing of unbundled network ORDER NO. PSC-02-1724-FOF-TP

elements (BellSouth track). ISSUED: Decembexr 9, 2002

The following Commissioners participated in the dispositicn of
this matter:

LIIA A. JABER, Chairman
J. TERRY DEASON
MICHAEL A. PALECKI

ORDER _DENYING MOTION FOR RECONSIDERATION

BY THE COMMISSION:
I. CASE BACKGROUND

Pursuant to the federal Telecommunications Act of 1996 (Act),
the Federal Communications Commission (FCC) implemented its pricing
rules which require that state commissions establish unbundled
network element (UNE) rates. On December 10, 1998, a group of
carriers, collectively called the Competitive Carriers, filed their
Petition of Competitive Carriers for Commission Action to Support
Local Competition in BellSouth’s Service Territory. Among other
matters, the Competitive Carriers’ Petition asked that this
Commission set deaveraged UNE rates. The petition was addressed in
Docket No. 981834-TP.

On May 26, 1999, we issued Order No. PSC-99-1078-PCO-TP,
granting in part and denying in part the Competitive Carriers’
petition. Specifically, we granted the request to open a generic
UNE pricing docket for the three major incumbent local exchange
providers, BellSouth Telecommunications, Inc. {(BellSouth), Sprint-
Florida, Incorporated (Sprint), and GTE Florida Incorporated
(GTEFL, now Verizon). Accordingly, Docket No. 990649-TP was opened
to address the deaveraged pricing of UNEs, as well as the pricing
of UNE combinations and nonrecurring charges.

Subsequently, by Order No. PSC-01-2132-PCO-TP, this docket was
divided into sub-dockets in an effort to alleviate confusion as to
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whether filings were intended for the BellSouth track cf this
Docket or the Sprint/Verizon track of this Docket. Filings
directed towards the BellSouth track were to be placed into
990649A-TP, and filings directed towards the Sprint/Verizon track
were to be placed into 990649B-TP.

On May 25, 2001, we issued our Final Order on Rates for
Unbundled Network Elements Provided by BellSouth, Order No. PSC-01-
1181-FOF-TP. The Order addressed the appropriate methodology,
assumptions, and inputs for establishing rates for unbundled
network elements for BellSouth. We ordered that the identified
elements and subloop elements be unbundled for the purpose of
setting prices, and that access to those subloop elements should be
provided. We also determined that the inclusion of non-recurring
costs in recurring rates should be considered where the resulting
level of non-recurring charges would constitute a barrier to entry.
In addition, we defined xDSL-capable loops, and found that a cost
study addressing such loops may make distinctions based upon locp
length. We then set forth the UNE rates, and held that they would
become effective when existing interconnection agreements are
amended to incorporate the approved rates, and those agreements
becomz =2ffective.

In our decision, we ordered BellSouth to file, within 120 days
of the issuance of the Order, a cost study for hybrid copper/fiber
xDSL-capable loops and revisions to its cost studies for network
interface devices (NIDs). BellSouth was also ordered to file a
“bottoms-up” loop cost study, explicitly modeling engineering,
structures and cable installation. Finally, BellSouth was directed
to submit a study of an SL1 loop that excluded a design layout
record and a test point, but would be guaranteed not to be
converted to alternate facilities. The Company provided a cost
study for a new loop type, the Unbundled Copper Loop-Nondesigned
{UCL-ND) to satisfy these requirements.

Subsequent to the issuance of Order No. PSC-01-1181-FOF-TP,
BellSouth determined, through proceedings in other states, that
changes were needed to the inputs for the Daily Usage Files (DUF)
cost studies. As a result, that issue has been incorporated into
this proceeding as well. The hearing was held on March 11 and 12,
2002.
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On June 13, 2002, we considered our staff’s recommendation on
this matter at a Special Agenda Conference. We voted to hold
further consideration of this matter in abeyance for a period of 60
days from June 13, 2002. Accordingly, by Order No. PSC-02-0841-
PCO-TP, issued June 19, 2002, the parties were required to discuss
a negotiated resolution of UNE rates in Florida during the 60-day
period.

The parties were unable to negotiate a mutually agreeable
resolution of this matter. Thus, by Order No. PSC-02-1311-FOF-TP,
issued September 27, 2002, and amended by Order No. PSC-02-1311A-
FOF-TP, we rendered our decision on the issues presented with
regard to BellSouth’s 120-day filing.

On October 14, 2002, AT&T and MCI WorldCom filed a Motion for
Reconsideration of our decision, as well as a reqguest for
clarification. On October 21, 2002, BellSouth filed its Response
in Opposition to the Motion. Herein, we address the Motion and
Response.

We have jurisdiction to act in this proceeding pursuant to
Sections 251 and 252 of the Telecommunications Act of 1996 and
Sections 364.161 and 364.162, Florida Statutes.

IT. STANDARD OF REVIEW

The standard of review for a motion for reconsideration is
whether the motion identifies a point of fact or law which was
overlooked or which we failed to consider in rendering our Order.
See Stewart Bonded Warehouse, Inc. v. Bevis, 2%4 So. 2d 315 (Fla.
1974); Diamond Cab Co. v. King, 146 So. 2d 889 (Fla. 19%62); and
Pingree v. Quaintance, 394 So. 24 161 (Fla. 1st DCA 198l1). In a
motion for reconsideration, it is not appropriate to reargue
matters that have already been considered. Sherwood v. State, 111
So. 2d 96 (Fla. 3rd DCA 1959); citing State ex. rel. Jaytex Realty
Co. v. Green, 105 So. 2d 817 (Fla. 1st DCA 1958). Furthermore, a
motion for reconsideration should not be granted “based upon an
arbitrary feeling that a mistake may have been made, but should be
based upon specific factual matters set forth in the record and
susceptible to review.” Stewart Bonded Warehouse, Inc. v. Bevis,
294 So. 24 315, 317 (Fla. 1974).
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III. MOTION

AT&T and Worldcom (hereafter “Movants”)ask that we reconsider
our decision not to use the more recent inflation data provided by
the Movants in the record of this proceeding. The Movants argue
that BellSouth did not contest that the more recent inflation rates
were accurate, and that we erred in simply relying upon consistency
as the basis to approve the 1998 base year projections for
inflation for 2000-2002.

The Movants contend that the more recent inflation information
demonstrates that BellSouth’'s projected rates were greatly
overstated, causing UNE loop rates to be higher than they would
have been using the more recent data. The Movants contend that
this 1is a particularly detrimental decision in view of this
Commission’s decision to allow BellSouth to reccver inflation
through material prices and the cost of capital.

The Movants also note that BellSouth has argued use of the
1998 projections is appropriate because the Phase I study, as well
as the 120-day filing, were both based upon the 1998 projections;
thus, consistency requires the use of the 1998 projection. The
Movants argue, however, that this argument has little merit in this
case, since BellScuth itself has on numerous cccasions throughout
this proceeding revised and updated information in its £filing,
including revisions to the ODUF/ADUF/EODUF cost studies and to its
engineering factors. The Movants emphasize that in each instance
we allowed these revisions, which woculd have been otherwise
precluded by strict adherence to a principle of consistency. They
maintain that there has been “no rule or practice of consistency”
in this proceeding. Thus, the Movants contend that we erred in
rejecting, for purposes of consistency, the updated inflation data
available in the record in favor of the 1998 projections offered by
BellSouth. -

The Movants also ask that we clarify BellSouth's subseqguent
cost studies. Specifically, they explain that we have agreed that
the methodology proposed by the Movants will produce a more
accurate Dbottoms-up cost study, but that the record was
insufficient to approve and .implement such a methodology. Thus,
the Movants ask that we clarify our order to require BellSouth in
all future cost study filings to ‘“present a true bottoms-up
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analysis that includes not only those changes reguired by the
Oorder,” but also the list of changes set forth below:

(1) Section I.A.1 - Engineering Factor - Require
BellSouth to modify the BSTLM logic to have engineering
costs reflect a correlation to internal direct labor and
contract direct labor, but exclude material costs.

(2) Section I.A.2.a - Structure Costs - Require BellSouth to
group costs by type of placement.

(3) Section I.A.2.d - Buried Excavation Contract Labor -
Require BellSouth to £file a study that allows detailed
findings that would support detailed individual inputs for
each type of buried excavation rather than use a “one size
fits all” approach.

(4) Section I.A.2.h - Underground Excavation Contract Labor -
Require BellSouth to allocate restoration costs for asphalt,
concrete, and sod to the appropriate underground excavation
categories instead of spreading the cost of all three across
all categories of excavation.

(5) Section I.A.2.i - Conduit Material - Reguire BellSouth to
provide enough support to perform a reasonable allocation of
conduit costs.

(6) Section I.A.3.a.iii - Copper Stub Cable Investment -
Require BellSouth to remove this item.

(7) Section I.B. - Modifications to Loop Rates or Rate

Structure - Require all subsequent cost filings to adhere

strictly to the bottoms-up approach.
The Movants contend that Order No. PSC-02-1311-FOF-TP acknowledged
that each of these changes has merit, but that there was
insufficient record support for their implementation. Thus, the
Movants ask that we clarify our decision to require that all of
these changes be implemented in any future cost filings by
BellSouth. The Movants contend that this clarification will limit
the need for the parties to continue to “litigate the same flaws in
BellSouth’s ‘bottoms-up’ studies over and over again.”
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II. RESPONSE

BellSouth argues that the Movants have not even referenced the
standard for a Motion for Recconsideration, much less met the
standard. BellSouth emphasizes that with regard to the matter of
the inflation rates, the Movants have not identified anything we
overlooked in rendering our decision, or any mistake of fact or
law. Instead, argues BellSouth, the Movants reargue points that
they have already made to us and that we rejected. Thus, BellSouth
contends the Movants have not identified a Dbasis for
reconsideration on this point.

BellSouth further argues that it has consistently used the
1998 data in its filings, and that revising the cost studies to use
updated information in only one set of inputs would result in
inaccurate cost projections. BellSouth notes that while the nature
of cost studies sometimes raises questions of the timeliness of
data used, the FCC has acknowledged that this is part of the
process and that it is not proper to constantly revise and update
selective information.®'

BellSouth also emphasizes that this phase of this proceeding
addresses primarily UNE loop rates. The rates for other UNEs have
already been set using the 1998 data. Thus, BellSouth believes it
is more appropriate to use the same data to set rates for loops as
that which was used to set rates for other UNEs in this proceeding.

As for the Movants’ arguments that BellSouth has itself
revised its own filings on numerous occasions throughout this
proceeding, BellSouth contends that its revisions actually resulted
in consistent inputs for the DUF study. In contrast, BellSouth
maintains that the Movants’ suggested changes would result in
inconsistent inputs for UNE loops, because all inputs would be
based on 1998 data, with the exception of the inflation rates.

lciting In the Matter of Joint Application by BellSouth
Corporation, BellSouth Telecommunications, Inc., And BellSocuth Long
Distance, Inc. for Provision of In-Region, InterLATA Services in
Alabama, Kentucky, Mississippi, North Carolina, and South Carclina, WC
Docket No. 02-150, 2002 FCC LEXIS 4629, FCC 02-260, (“Five State 271
Order”), at § 101. (We note 9100 actually appears to be the
appropriate reference.)
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Responding to the Movants’ arguments regarding its cost study
revisions filed on January 28, 2002, BellSouth argues that it did
not make revisions to include information not available at the time
the study was conducted; rather, it made revisions to correct
errors it had identified.

BellSouth also contends that the Movants’ request for
clarification should be denied. BellSouth first argues that what
the Movants request is much more than simple clarification.
BellSouth further contends that rates have now been set, and there
will not be future filings in this Docket; thus, there is no need
for BellSouth to make any revisions to its costing methodology at
this time. BellSouth emphasizes that there is no evidence that it
could even accomplish the requested revisions, and that it would be
unfair 1f it were not allowed to be heard regarding the
practicality and merits of the requested changes before such
changes were required to be implemented.

Specifically, BellSouth has the following comments with regard
to each requested change:

(1) Engineering Factor - BellSouth contends we did not
conclude that it would be appropriate to modify BSTLM to yield
engineering costs that eliminate material costs as a driver.
The merits of such an approach were never discussed in our
Order; thus, to implement the Movants' request would regquire
much more than clarification of our decision.

(2) Structure Costs - BellSouth contends that this request is
odd in that the stated purpose would be to obtain more
granular costs to allow BellSouth to recoup costs we
specifically disallowed in this proceeding. While BellSouth
guestions the motive behind this request, it maintains that it
is also not clear whether it can even accomplish the grouping
of costs necessary to implement this change. Thus, BellSouth
contends that the decision to implement this change should not
be mandated, but should be at BellSouth’s discretion should
the need for future cost filings arise.

(3) Buried Excavation Contract Labor - BellSouth contends
there 1s no basis for this change, particularly since we
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III.

recognized that BellSouth does use a “melded, one price fits
all approach for excavation work.”

(4) Underground Excavation Contract Labor - BellSouth
maintains that we did not accept witness Donovan’s proposal to
reapportion restoration costs in the model, as contended by
the Movants, but rather stated that there may be merit to the
witness'’'s proposed approcach. BellSouth argues it does not
have the inputs on the percentage of time each type of
restoration occurs. As such, it does not believe there is a
basis to require a change to BellSouth’s methodology that we
only acknowledged may have merit.

(5) Conduit material - BellSouth contends that we did not
conclude that BellSouth should have provided information to
support a distribution of conduit between copper and fiber
cable, contrary to the Movants’ contentions. Thus, BellSouth
argues there is no reason for the information to be required
for future filings.

{6) Copper Stub Cable Investment - BellSouth argues that,
again, the Movants have mischaracterized our decision on the
elimination of copper stub cable investment. BellSouth

emphasizes that we declined to adopt changes to this input;
thus, there is nothing to clarify.

(7) Modifications to Loop Rates or Rate Structure - BellSouth
notes that while the Movants request future filings to be
strictly “bottoms-up,” the FCC has concluded that the use of
loadings does not violate TELRIC standards. BellSouth adds
that certain costs that it incurs simply cannot be developed
without the use of some linear loadings, and notes that no
state commission has required the complete elimination of such
factors. BellSouth argues, therefore, that we should not
implement this requirement.

DECISION
A. Reconsideration

Upon consideration, we find that the Movants have failed to

identify anything we overlooked or any mistake of fact or law in
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rendering our decision on the propriety of using the 1998 inflation
data. We thoroughly considered the Movants’ arguments regarding
the use of updated inflation data, as set forth at pages 107-108,
and 113 of Order No. PSC-02-1311-FOF-TP. We found that:

For consistency, BellSouth continued its use of inflation
rates based on 1998 projections. We also note that the
UNE prices reflected in Order 1181 and the
Reconsideration Order are based on 1998 data and
inflation projections. Only loop rates are being
considered for revision in this case as a result of the
“bottoms-up” cost approach. For consistency between all
UNE rates, we believe 1998 projected inflation rates
should continue to be used.

Oorder at p. 113. While the Movants disagree with our conclusion,
they have not identified an error in it. Thus, reconsideration on
this point shall be denied.

B. Clarification

As for the requested clarifications, when considering whether
to grant a motion for clarification, we typically determine whether
our order requires further explanation to fully make clear our
intent. See, e.g., Order No. PSC-02-0095-PCO-TP, issued January
16, 2002, in Dockets Nos. 010409-TP and 010564-TX; and Order No.
PSC-01-1930-PCO-EI, issued September 25, 2001, in Dockets Nos.
010994-EI and 001148-EI.

In this instance, we find that the clarifications requested by
the Movants go well beyond simple “clarifications” and instead
require us to reach conclusions that we declined to reach in our
Final Order. Having reviewed the areas in which the Movants have
requested clarification, we emphasize that we have already
specifically rejected the Movants’ proposals for purposes of this
proceeding. Thus, we do not believe clarifications as requested by
the Movants, even for purposes of future filings, are appropriate.

Specifically, with regard to the proposed changes pertaining
to engineering factors, we rejected the Movants’ proposal due to
the time necessary to implement the changes. Order at p. 14. For
structure costs, we rejected the Movants’ proposal because it was
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not clear what impact this change might have in some areas, and
because the record did not provide sufficient clarity on the issue.
Order at p. 17. As for buried and underground excavation labor, we
rejected the Movants’ proposals on these factors because of lack cf
evidentiary support, particularly on the matter of implementation.
Order at pp. 25, 30-31. Regarding the allocation of conduit
loading costs, we simply found there was no record support for the
Movants’ proposal. Order at p. 32. As for copper stub cable
investment, we concluded that witness Donovan’s proposal had “sowme
merit,” but that the witness had not identified a guantifiable
investment input that could be modified to accomplish his proposal.
Order at p. 52. Finally, regarding the requirement that future
BellSouth cost filings be completely “bottoms-up,” we did not reach
this conclusion in our Order. Instead, we acknowledged that
BellSouth’s 120-day filing was to try “to determine the ‘magnitude
of discrepancies’ between linear loadings and a bottoms-up
approach.” Order at p. 57. We acknowledged that we had
reservations about BellSouth’s use of linear loadings, but found
that sufficient adjustments could be made to the inputs to bring
BellSouth’s filing more closely into compliance with Order No. PSC-
01-1181-FOF-TP. Order at p. 58. Thus, while we have the authority
to direct BellSouth to use a ‘“bottoms-up” apprcach in future
filings, as we did in Order No. PSC-01-1181-FOF-TP, this would not
be a proper clarification of our decision in Order No. FS5C-02-1311-
FOF-TP.

For the foregoing reasons, we find that our Order does not
require clarification on the points identified by the Movants. The
requested clarifications actually appear akin to requests for
reconsideration with a prospective effect. Therefore, the Movants’
request for clarification is denied.

It is therefore

ORDERED by the Florida Public Service Commissicn that the
Motion for Reconsideration of Order No. PSC-02-1311-FOF-TP filed by
AT&T Communications of the Southern States, LLC and MCI WorldCom,
Inc. is denied. It is further

ORDERED that this Docket shall remain open in view of the
administrative appeal filed on October 3, 2002, of our decision on
AT&T’'s Petition for Interim Rates.
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By ORDER of the Florida Public Service Commission this 9th Day
of December, 2002.

BLANCA S. BAYO, Director
Division of the Commission Clerk
and Administrative Services

By: AELL44
Kay Flynn[\dhie?
Bureau of Records and Hearing
Services

{ SEAL)

BK

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
is available under Sections 120.57 or 120.68, Florida Statutes, as
well as the procedures and time limits that apply. This notice
should not be construed to mean all requests for an administrative
hearing or judicial review will be granted or result in the relief
sought.

Any party adversely affected by the Commission’s final action
in this matter may request: 1) reconsideration of the decision by
filing a motion for reconsideration with the Director, Division of
the Commission Clerk and Administrative Services, 2540 Shumard Oak
Boulevard, Tallahassee, Florida 32399-0850, within fifteen (15)
days of the issuance of this order in the form prescribed by Rule
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25-22.060, Florida Administrative Code; or 2) judicial review by
the Florida Supreme Court in the case of an electric, gas or
telephone utility or the First District Court of Appeal in the case
of a water and/or wastewater utility by filing a notice of appeal
with the Director, Division of the Commission Clerk and
Administrative Services and filing a copy of the notice of appeal
and the filing fee with the appropriate court. This filing must be
completed within thirty (30} days after the issuance of this order,
pursuant to Rule 9.110, Florida Rules of Appellate Procedure. The
notice of appeal must be in the form specified in Rule 9.9%00(a),
Florida Rules of Appellate Procedure.



